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Form 2
Statement of solvency - long-term insurance busines s
Name of insurer Prudential Pensions Limited
Global business
Financial year ended 31 December 2010
Solo solvency calculation Company GU
registration UK/ day month year Units
number CM
R2 992726 GL 31 | 12 | 2010 £000
As at end of As at end of
this financial the previous
year year
1 2
Capital resources
Capital resources arising within the long-term insurance fund 11 8333 8286
Capl'tal resources allogated towards long-term insurance business arising 12 11659 11575
outside the long-term insurance fund
Capital resources available to cover long-term insurance business capital 13 19992 109861
resources requirement (11+12)
Guarantee fund
Guarantee fund requirement 21 3408 3128
Excgss (deficiency) of available capital resources to cover guarantee fund 29 16584 16733
requirement
Minimum capital requirement (MCR)
Long-term insurance capital requirement 31 10225 9187
Resilience capital requirement 32 1840 2700
Base capital resources requirement 33 3040 3128
Individual minimum capital requirement 34 12065 11887
Capital requirements of regulated related undertakings 35
Minimum capital requirement (34+35) 36 12065 11887
Excess (deficiency) of available capital resources to cover 50% of MCR 37 13960 13917
Excess (deficiency) of available capital resources to cover 75% of MCR 38 10944 10946
Enhanced capital requirement
With-profits insurance capital component 39
Enhanced capital requirement 40 12065 11887
Capital resources requirement (CRR)
Capital resources requirement (greater of 36 and 40) 41 12065 11887
Excess (deficiency) of available capital resources to cover long-term
insurance business CRR (13-41) 42 7927 7974
Contingent liabilities
Quantifiable contingent liabilities in respect of long-term insurance business 51 13774 18073

as shown in a supplementary note to Form 14
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Covering Sheet to Form 2

Name of insurer
Global business

Financial year ended

Prudential Pensions Limited

31 December 2010

R A Devey

D J Belsham

K Nunn

Date 28 March 2011

Chief Executive

Director

Director

Form 2
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Form 3
(Sheet 1)
Components of capital resources
Name of insurer Prudential Pensions Limited
Global business
Financial year ended 31 December 2010
Company GL/
registration UK/ day month year Units
number CM
R3 992726 GL 31 12 2010 £000
General Long-term Total as at Total as at
insurance insurance the end of the end of
business business this financial | the previous
year year
1 2 3 4
Core tier one capital
Permanent share capital 11 6000 6000 6000
Profit and loss account and other reserves 12 23579 23579 17286
Share premium account 13
Positive valuation differences 14
Fund for future appropriations 15
Core tier one capital in related undertakings 16
Core tier one capital (sum of 11 to 16) 19 29579 29579 23286
Tier one waivers
Unpaid share capital / unpaid initial funds and calls for 21
supplementary contributions
Implicit Items 22
Tier one waivers in related undertakings 23
Total tier one waivers as restricted (21+22+23) 24
Other tier one capital
Perpetual non-cumulative preference shares as restricted 25
Perpetual non-cumulative preference shares in related 26
undertakings
Innovative tier one capital as restricted 27
Innovative tier one capital in related undertakings 28
Total tier one capital before deductions
29579 29579 23286
(19+24+25+26+27+28) sl
Investments in own shares 32
Intangible assets 33
Amounts deducted from technical provisions for discounting 34
Other negative valuation differences 35 9587 9587 3425
Deductions in related undertakings 36
Deductions from tier one (32 to 36) 37 9587 9587 3425
Total tier one capital after deductions (31-37) 39 19992 19992 19861
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Form 3
(Sheet 2)
Components of capital resources
Name of insurer Prudential Pensions Limited
Global business
Financial year ended 31 December 2010
Company GL/
registration UK/ day month year Units
number CM
R3 992726 GL 31 12 2010 £000
General Long-term Total as at Total as at
insurance insurance the end of the end of
business business this financial | the previous
year year
1 2 3 4

Tier two capital

Implicit items, (tier two waivers and amounts excluded from a1
line 22)

Perpetual non-cumulative preference shares excluded from 42
line 25

Innovative tier one capital excluded from line 27 43
Tier two waivers, innovative tier one capital and perpetual non
cumulative preference shares treated as tier two capital (41to] 44
43)

Perpetual cumulative preference shares 45
Perpetual subordinated debt and securities 46
Upper tier two capital in related undertakings 47
Upper tier two capital (44 to 47) 49
Fixed term preference shares 51
Other tier two instruments 52
Lower tier two capital in related undertakings 53
Lower tier two capital (51+52+53) 59
Total tier two capital before restrictions (49+59) 61
Excess tier two capital 62
Further excess lower tier two capital 63
Total tier two capital after restrictions, before d eductions 69
(61-62-63)
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Form 3
(Sheet 3)
Components of capital resources
Name of insurer Prudential Pensions Limited
Global business
Financial year ended 31 December 2010
Company GL/
registration UK/ day month year Units
number CM
R3 992726 GL 31 12 2010 £000
General Long-term Total as at Total as at
insurance insurance the end of the end of
business business this financial | the previous
year year
1 2 3 4
Total capital resources
Positive adjustments for regulated non-insurance related 7
undertakings
Total capital resources before deductions
(39+69+71) 72 19992 19992 19861
Inadmissible assets other than intangibles and own shares 73
Assets in excess of market risk and counterparty limits 74
Deductions for related ancillary services undertakings 75
Deductions for regulated non-insurance related undertakings 76
Deductions of ineligible surplus capital 77
Total capital resources after deductions
(712-73-74-75-76-77) 79 19992 19992 19861
Available capital resources for GENPRU/INSPRU tests
Available capital resources for guarantee fund requirement 81 19992 19992 19861
Available capital resources for 50% MCR requirement 82 19992 19992 19861
Available capital resources for 75% MCR requirement 83 19992 19992 19861
Financial engineering adjustments
Implicit items 91
Financial reinsurance - ceded 92
Financial reinsurance - accepted 93
Outstanding contingent loans 94 13774 13774 18073
Any other charges on future profits 95
Sum of financial engineering adjustments % 13774 13774 18073
(91+92-93+94+95)
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Analysis of admissible assets
Name of insurer

Global business

Financial year ended

Category of assets

Form 13
(Sheet 1)
Prudential Pensions Limited
31 December 2010
Total other than long term insurance business asset S
Company GL/ Category
registration UK/ day month year Units of
number CM assets
R13 992726 GL 31| 12 | 2010 | £000 1

As at end of this
financial year

As at end of the
previous year

1 2
Land and buildings 11
Investments in group undertakings and participating interests
) Shares 21
UK insurance dependants
Debts and loans 22
) Shares 23
Other insurance dependants
Debts and loans 24
) Shares 25
Non-insurance dependants
Debts and loans 26
) Shares 27
Other group undertakings
Debts and loans 28
L Shares 29
Participating interests
Debts and loans 30
Other financial investments
Equity shares 41
Other shares and other variable yield participations 42
Holdings in collective investment schemes 43
Rights under derivative contracts 44
Approved 45
Fixed interest securities
Other 46
Approved 47
Variable interest securities
Other 48
Participation in investment pools 49
Loans secured by mortgages 50
Loans to public or local authorities and nationalised industries or undertakings] 51
Loans secured by policies of insurance issued by the company 52
Other loans 53
Bank and approved credit & financial One month or less withdrawal 54 11178 11333
institution deposits More than one month withdrawal | 55
Other financial investments 56
Deposits with ceding undertakings 57
Index linked 58
Assets held to match linked liabilities
Property linked 59
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Form 13
(Sheet 2)
Analysis of admissible assets
Name of insurer Prudential Pensions Limited
Global business
Financial year ended 31 December 2010
Category of assets Total other than long term insurance business asset s
Company GL/ Category
registration UK/ day month year Units of
number CM assets
R13 992726 GL 31 12| 2010| £000 1

As at end of this
financial year

As at end of the
previous year

Reinsurers' share of technical provisions

Provision for unearned premiums 60
Claims outstanding 61
Provision for unexpired risks 62
Other 63
Debtors and salvage

Policyholders 71
Direct insurance business —

Intermediaries 72
Salvage and subrogation recoveries 73

) Accepted 74

Reinsurance

Ceded 75

due in 12 months or less 76
Dependants

due in more than 12 months 77

due in 12 months or less 78
Other

due in more than 12 months 79
Other assets
Tangible assets 80
pepos!ts not subject to time restriction on withdrawal with approved 81 481 242
institutions
Cash in hand 82
Other assets (particulars to be specified by way of supplementary note) 83
Accrued interest and rent 84
Deferred acquisition costs (general business only) 85
Other prepayments and accrued income 86
Deductions from the aggregate value of assets 87
Grand total of admissible assets after deduction of admissible assets

89 11659 11575

in excess of market risk and counterparty limits (11 to 86 less 87)
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Form 13
(Sheet 3)
Analysis of admissible assets
Name of insurer Prudential Pensions Limited
Global business
Financial year ended 31 December 2010
Category of assets Total other than long term insurance business asset S
Company GL/ Category
registration UK/ day month year Units of
number CM assets
R13 992726 GL 31| 12 | 2010 | £000 1
As at end of this As at end of the
financial year previous year
1 2
Reconciliation to asset values determined in accord ance
with the insurance accounts rules or international
accounting standards as applicable to the firm for the
purpose of its external financial reporting
_Total admissible assgts after deduction of _ad_mlssmle as_sets 01 11659 11575
in excess of market risk and counterparty limits (as per line 89 above)
Admissible assets in excess of market and counterparty limits 92
Inadmissible assets directly held 93
Capital resources requirement deduction of regulated related 94
undertakings
Ineligible surplus capital and restricted assets in regulated related 95
insurance undertakings
Inadmissible assets of regulated related undertakings 96
Book value of related ancillary services undertakings 97
Other differences in the valuation of assets (other than for assets 08
not valued above)
Deferred acquisition costs excluded from line 89 99
Reinsurers' share of technical provisions excluded from line 89 100
Other asset adjustments (may be negative) 101
Total assets determined in accordance with the insurance accounts
rules or international accounting standards as applicable to the firm 102 11659 11575
for the purpose of its external financial reporting (91 to 101)
Amounts included in line 89 attributable to debts due from related 103

insurers, other than those under contracts of insurance or reinsurance
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Analysis of admissible assets
Name of insurer

Global business

Financial year ended

Category of assets

Form 13
(Sheet 1)
Prudential Pensions Limited
31 December 2010
Total long term insurance business assets
Company GL/ Category
registration UK/ day month year Units of
number CM assets
R13 992726 GL 31| 12 | 2010 | £000 10

As at end of this
financial year

As at end of the
previous year

1 2
Land and buildings 11
Investments in group undertakings and participating interests
) Shares 21
UK insurance dependants
Debts and loans 22
) Shares 23
Other insurance dependants
Debts and loans 24
) Shares 25
Non-insurance dependants
Debts and loans 26
) Shares 27
Other group undertakings
Debts and loans 28
L Shares 29
Participating interests
Debts and loans 30
Other financial investments
Equity shares 41
Other shares and other variable yield participations 42
Holdings in collective investment schemes 43
Rights under derivative contracts 44
Approved 45 12282 11824
Fixed interest securities
Other 46
Approved 47
Variable interest securities
Other 48
Participation in investment pools 49
Loans secured by mortgages 50
Loans to public or local authorities and nationalised industries or undertakings] 51
Loans secured by policies of insurance issued by the company 52
Other loans 53
Bank and approved credit & financial One month or less withdrawal 54 34322 25167
institution deposits More than one month withdrawal | 55
Other financial investments 56
Deposits with ceding undertakings 57
Index linked 58
Assets held to match linked liabilities -
Property linked 59 9854987 8203783
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Form 13
(Sheet 2)
Analysis of admissible assets
Name of insurer Prudential Pensions Limited
Global business
Financial year ended 31 December 2010
Category of assets Total long term insurance business assets
Company GL/ Category
registration UK/ day month year Units of
number CM assets
R13 992726 GL 31 12| 2010| £000 10
As at end of this As at end of the
financial year previous year
1 2
Reinsurers' share of technical provisions
Provision for unearned premiums 60
Claims outstanding 61
Provision for unexpired risks 62
Other 63
Debtors and salvage
Policyholders 71 453 3957
Direct insurance business —
Intermediaries 72
Salvage and subrogation recoveries 73
) Accepted 74
Reinsurance
Ceded 75
due in 12 months or less 76
Dependants
due in more than 12 months 77
due in 12 months or less 78 3283 5608
Other
due in more than 12 months 79
Other assets
Tangible assets 80
pepos!ts not subject to time restriction on withdrawal with approved 81 13312 6179
institutions
Cash in hand 82
Other assets (particulars to be specified by way of supplementary note) 83
Accrued interest and rent 84 82 124
Deferred acquisition costs (general business only) 85
Other prepayments and accrued income 86
Deductions from the aggregate value of assets 87
Grand total of admissible assets after deduction of admissible assets 89 9916721 8256642
in excess of market risk and counterparty limits (11 to 86 less 87)

10
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Form 13
(Sheet 3)
Analysis of admissible assets
Name of insurer Prudential Pensions Limited
Global business
Financial year ended 31 December 2010
Category of assets Total long term insurance business assets
Company GL/ Category
registration UK/ day month year Units of
number CM assets
R13 992726 GL 31| 12 | 2010 | £000 10
As at end of this As at end of the
financial year previous year
1 2
Reconciliation to asset values determined in accord ance
with the insurance accounts rules or international
accounting standards as applicable to the firm for the
purpose of its external financial reporting
Total admissible assets after deduction of admissible assets
in excess of market risk and counterparty limits (as per line 89 above) o1 9918721 8256642
Admissible assets in excess of market and counterparty limits 92
Inadmissible assets directly held 93
Capital resources requirement deduction of regulated related 94
undertakings
Ineligible surplus capital and restricted assets in regulated related 95
insurance undertakings
Inadmissible assets of regulated related undertakings 96
Book value of related ancillary services undertakings 97
Other differences in the valuation of assets (other than for assets 08
not valued above)
Deferred acquisition costs excluded from line 89 99
Reinsurers' share of technical provisions excluded from line 89 100 1451376 1051577
Other asset adjustments (may be negative) 101
Total assets determined in accordance with the insurance accounts
rules or international accounting standards as applicable to the firm 102 11370097 9308219
for the purpose of its external financial reporting (91 to 101)
Amounts included in line 89 attributable to debts due from related 103 4 4

insurers, other than those under contracts of insurance or reinsurance

11
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Form 14
Long term insurance business liabilities and margin S
Name of insurer Prudential Pensions Limited
Global business
Financial year ended 31 December 2010
Total business/Sub fund Ordinary Long Term
Units £000 As at end of As at end of
this financial the previous
year year
1 2
Mathematical reserves, after distribution of surplus 11 9887189 8233775
Cash bonuses which had not been paid to policyholders prior 12
to end of the financial year
Balance of surplus/(valuation deficit) 13 8333 8286
Long term insurance business fund carried forward (11 to 13) 14 9895522 8242061
Gross 15 366
Claims outstanding Reinsurers' share 16
Net (15-16) 17 366
o Taxation 21
Provisions
Other risks and charges 22
Deposits received from reinsurers 23
Direct insurance business 31
Creditors Reinsurance accepted 32 1013 4799
Reinsurance ceded 33
Secured 34
Debenture loans
Unsecured 35
Amounts owed to credit institutions 36
. Taxation 37 1 2
Creditors
Other 38 22185 9414
Accruals and deferred income 39
Provision for "reasonably foreseeable adverse variations" 41
Total other insurance and non-insurance liabilities (17 to 41) 49 23199 14581
Excess of the value of net admissible assets 51
Total liabilities and margins 59 9918721 8256642
Amounts included in line 59 attributable to liabilities to related companies, other|
. . 61 2394 3128
than those under contracts of insurance or reinsurance
Amounts mc_luded in line 59 attributable to liabilities in respect of property 62 0854987 8203783
linked benefits
Total liabilities (11+12+49) 71 9910388 8248356
Increase to liabilities - DAC related 72
Reinsurers' share of technical provisions 73 1451376 1051577
Other adjustments to liabilities (may be negative) 74 (9587) (3425)
Capital and reserves and fund for future appropriations 75 17920 11711
Total liabilities under insurance accounts rules or international accounting
standards as applicable to the firm for the purpose of its external financial 76 11370097 9308219

reporting (71 to 75)

12
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Form 15
Liabilities (other than long term insurance busines s)
Name of insurer Prudential Pensions Limited
Global business
Financial year ended 31 December 2010
Company GL/
registration UK/ day month  year Units
number CM
R15 992726 GL 31| 12 | 2010 £000
As at end of As at end of
this financial the previous
year year
1 2
Technical provisions (gross amount)
Provisions for unearned premiums 11
Claims outstanding 12
Provision for unexpired risks 13
Equalisation provisions Credit business 14
Other than credit business 15
Other technical provisions 16
Total gross technical provisions (11 to 16) 19
Provisions and creditors
Provisions Taxation 21
Other risks and charges 22
Deposits received from reinsurers 31
Direct insurance business 41
Creditors Reinsurance accepted 42
Reinsurance ceded 43
Debenture Secured 44
loans Unsecured 45
Amounts owed to credit institutions 46
Taxation 47
Creditors Foreseeable dividend 48
Other 49
Accruals and deferred income 51
Total (19 to 51) 59
Provision for "reasonably foreseeable adverse variations" 61
Cumulative preference share capital 62
Subordinated loan capital 63
Total (59 to 63) 69
Amounts included in line 69 at.tributable to Iiapilities to related insurers, other 7
than those under contracts of insurance or reinsurance
Amounts deducted from technical provisions for discounting 82
Other adjustments (may be negative) 83
Capital and reserves 84 11659 11575
Total liabilities under insurance accounts rules or international accounting
standards as applicable to the firm for the purpose of its external financial 85 11659 11575
reporting (69-82+83+84)

13
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Form 16
Profit and loss account (non-technical account)
Name of insurer Prudential Pensions Limited
Global business
Financial year ended 31 December 2010
Company GL/
registration UK/ day month year Units
number CM
R16 992726 GL 31 | 12 2010 £000
This financial Previous
year year
1 2
Transfer (to)/from the From Form 20 11
general insurance business
technical account Equalisation provisions 12
Transfer from the long term insurance business 13
revenue account
Income 14 116 91
. Value re-adjustments on
Investment income . 15
investments
Gains on the realisation of
) 16
investments
Investment management 17
charges, including interest
Investment charges yalue re-adjustments on 18
investments
Loss on the realisation of 19
investments
Allocated investment return transferred to the general 20
insurance business technical account
Other income and charges (particulars to be specified 21
by way of supplementary note)
Profit or loss on ordinary activities before tax 29 116 91
(11+12+13+14+15+16-17-18-19-20+21)
Tax on profit or loss on ordinary activities 31 32 25
Profit or loss on ordinary activities after tax (29-31) 39 84 66
Extraordinary profit or loss (particulars to be specified a1
by way of supplementary note)
Tax on extraordinary profit or loss 42
Other taxes not shown under the preceding items 43
Profit or loss for the financial year (39+41-(42+43)) 49 84 66
Dividends (paid or foreseeable) 51
Profit or loss retained for the financial year (49-51) 59 84 66

14
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Long-term insurance business : Revenue account

Name of insurer
Total business / subfund Ordinary Long Term

Financial year ended 31 December 2010

Prudential Pensions Limited

Form 40

Units £000
Financial year Previous year
1 2
Income
Earned premiums 11 1356309 1174853
Investment income receivable before deduction of tax 12 348007 319829
Ibnr((:)ruegahstei rgsoegrcie(l)zi)tin the value of non-linked assets 13 459 (205)
Increase (decrease) in the value of linked assets 14 619903 848228
Other income 15 5700
Total income 19 2324678 2348405
Expenditure
Claims incurred 21 643881 1003774
Expenses payable 22 20234 18415
Interest payable before the deduction of tax 23 56 67
Taxation 24 2442 (371)
Other expenditure 25 4604
Transfer to (from) non technical account 26
Total expenditure 29 671217 1021885
Business transfers - in 31
Business transfers - out 32
Increase (decrease) in fund in financial year (19-29+31-32) 39 1653461 1326520
Fund brought forward 49 8242061 6915541
Fund carried forward (39+49) 59 9895522 8242061

15
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Long-term insurance business : Analysis of premiums

Name of insurer
Total business / subfund

Financial year ended

Prudential Pensions Limited

Ordinary Long Term
31 December 2010

Form 41

Units £000
UK Life UK Pension Overseas Total Financial Total Previous
year year
1 2 3 4 5
Gross
Regular premiums 11 528 528 544
Single premiums 12 1704803 1704803 1380636
Reinsurance - external
Regular premiums 13
Single premiums 14 349022 349022 206327
Reinsurance - intra-group
Regular premiums 15
Single premiums 16
Net of reinsurance
Regular premiums 17 528 528 544
Single premiums 18 1355781 1355781 1174309
Total
Gross 19 1705331 1705331 1381180
Reinsurance 20 349022 349022 206327
Net 21 1356309 1356309 1174853

16
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Long-term insurance business : Analysis of claims

Name of insurer
Total business / subfund

Financial year ended

Prudential Pensions Limited
Ordinary Long Term
31 December 2010

Form 42

Units £000
UK Life UK Pension Overseas Total Financial Total Previous
year year
1 2 3 4 5
Gross
Death or disability lump sums | 11 2697 2697 2473
Disability periodic payments 12
Surrender or partial surrender | 13 736067 736067 1020057
Annuity payments 14 16591 16591 17643
Lump sums on maturity 15 2536 2536 2256
Total 16 757891 757891 1042429
Reinsurance - external
Death or disability lump sums | 21 265 265 245
Disability periodic payments 22
Surrender or partial surrender | 23 106553 106553 31219
Annuity payments 24
Lump sums on maturity 25
Total 26 106818 106818 31464
Reinsurance - intra-group
Death or disability lump sums | 31
Disability periodic payments 32
Surrender or partial surrender | 33
Annuity payments 34 7192 7192 7191
Lump sums on maturity 35
Total 36 7192 7192 7191
Net of reinsurance
Death or disability lump sums | 41 2432 2432 2228
Disability periodic payments 42
Surrender or partial surrender | 43 629514 629514 988838
Annuity payments 44 9399 9399 10452
Lump sums on maturity 45 2536 2536 2256
Total 46 643881 643881 1003774

17
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Long-term insurance business : Analysis of expenses

Name of insurer
Total business / subfund

Financial year ended

Prudential Pensions Limited
Ordinary Long Term
31 December 2010

Form 43

Units £000
UK Life UK Pension Overseas Total Financial Total Previous
year year
1 2 3 4 5
Gross
Commission - acquisition 11
Commission - other 12
Management - acquisition 13 703 703 1040
Management - maintenance | 14 18626 18626 16640
Management - other 15 905 905 735
Total 16 20234 20234 18415
Reinsurance - external
Commission - acquisition 21
Commission - other 22
Management - acquisition 23
Management - maintenance | 24
Management - other 25
Total 26
Reinsurance - intra-group
Commission - acquisition 31
Commission - other 32
Management - acquisition 33
Management - maintenance | 34
Management - other 35
Total 36
Net of reinsurance
Commission - acquisition 41
Commission - other 42
Management - acquisition 43 703 703 1040
Management - maintenance | 44 18626 18626 16640
Management - other 45 905 905 735
Total 46 20234 20234 18415

18




24032011:16:49:12

Long-term insurance business : Linked funds balance

Name of insurer
Total business

Financial year ended

31 December 2010

sheet

Prudential Pensions Limited

Form 44

Units £000
Financial year Previous year
1 2
Internal linked funds (excluding cross investment)
Directly held assets (excluding collective investment 11 9561787 7089281
schemes)
Directly held assets_ in collective investment schemes of 12 251884 203223
connected companies
Directly held assets in other collective investment 13 75215 37104
schemes
I?c)))tal assets (excluding cross investment) (11+12+ 14 0838886 8229608
Provision for tax on unrealised capital gains 15
Secured and unsecured loans 16
Other liabilities 17 33899 25825
Total net assets (14-15-16-17) 18 9854987 8203783
Directly held linked assets
Value of directly held linked assets 21
Total
Value of directly held linked assets and units held 31 9854987 8203783
(18+21)
Surplus units 32
Deficit units 33
Net unit liability (31-32+33) 34 9854987 8203783

19
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Long-term insurance business : Revenue account for

Name of insurer
Total business

Financial year ended

31 December 2010

Prudential Pensions Limited

internal linked funds

Form 45

Units £000
Financial year Previous year
1 2
Income
Value of total creation of units 11 1356309 1174853
Investment income attributable to the funds before 12 346844 321568
deduction of tax
_Increas_e (de_crease) in the value of investments 13 622158 848193
in the financial year
Other income 14
Total income 19 2325311 2344614
Expenditure
Value of total cancellation of units 21 643881 1003774
Charges for management 22 27059 23016
Charges in respect of tax on investment income 23 2288 2257
Taxation on realised capital gains 24
Increase (decrease) in amount set aside for tax on o5
capital gains not yet realised
Other expenditure 26 879 806
Total expenditure 29 674107 1029853
Increase (decrease) in funds in financial year (19-29) 39 1651204 1314761
Internal linked fund brought forward 49 8203783 6889022
Internal linked funds carried forward (39+49) 59 9854987 8203783

20
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Long-term insurance business : Summary of new busine SS
Name of insurer Prudential Pensions Limited
Total business

Financial year ended 31 December 2010

Form 46

Units £000
UK Life UK Pension Overseas Total Financial Total Previous
year year
1 2 3 4 5
Number of new
policyholders/
scheme members for direct
insurance business
Regular premium business 11
Single premium business 12 171
Total 13 171
Amount of new regular
premiums
Direct insurance business 21
External reinsurance 22
Intra-group reinsurance 23
Total 24
Amount of new single
premiums
Direct insurance business 25 758799 758799 699821
External reinsurance 26 7113 7113 33568
Intra-group reinsurance 27 938891 938891 647247
Total 28 1704803 1704803 1380636

21
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[44

Long-term insurance business : Analysis of new busi ness

Name of insurer

Total business

Financial year ended

Prudential Pensions Limited

31 December 2010

Form 47

Units £000

UK Pension / Direct Insurance Business

Product Regular premium business Single premium business
code Product description Number of Number of

number policyholders / Amount of premiums policyholders / Amount of premiums
scheme members scheme members
1 2 3 4 5 6

735 Group money purchase pensions property linked 758799
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(X4

Long-term insurance business : Analysis of new busi ness

Name of insurer

Total business

Financial year ended

Prudential Pensions Limited

31 December 2010

Form 47

Units £000

UK Pension / Reinsurance accepted external

Product Regular premium business Single premium business
code Product description Number of Number of

number policyholders / Amount of premiums policyholders / Amount of premiums
scheme members scheme members
1 2 3 4 5 6

735 Group money purchase pensions property linked 7113
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e

Long-term insurance business : Analysis of new busi ness

Name of insurer

Total business

Financial year ended

Prudential Pensions Limited

31 December 2010

Form 47

Units £000

UK Pension / Reinsurance accepted intra-group

Product Regular premium business Single premium business
code Product description Number of Number of

number policyholders / Amount of premiums policyholders / Amount of premiums
scheme members scheme members
1 2 3 4 5 6

735 Group money purchase pensions property linked 938891
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Form 48
Long-term insurance business : Assets not held to m atch linked liabilities
Name of insurer Prudential Pensions Limited
Category of assets 10 Total long term insurance business assets
Financial year ended 31 December 2010
Units £000
. . . Expected . Return on
Unadjusted Economic income from | Yield before .
assets exposure assets in adjustment . ass?ts n
column 2 financial year
1 2 3 4 5
Assets backing non-profit liabilities
and non-profit capital requirements
Land and buildings 11
Approved fixed interest securities 12 12320 12320 577 3.81
Other fixed interest securities 13
Variable interest securities 14
UK listed equity shares 15
Non-UK listed equity shares 16
Unlisted equity shares 17
Other assets 18 51414 51414 251 0.49
Total 19 63734 63734 827 1.13
Assets backing with-profits liabilities
and with-profits capital requirements
Land and buildings 21
Approved fixed interest securities 22
Other fixed interest securities 23
Variable interest securities 24
UK listed equity shares 25
Non-UK listed equity shares 26
Unlisted equity shares 27
Other assets 28
Total 29
Overall return on with-profits assets
Post investment costs but pre-tax 31
Return allocated to non taxable 'asset shares'| 32
Return allocated to taxable 'asset shares' 33
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Long-term insurance business : Summary of mathemati

Name of insurer
Total business / subfund

Financial year ended

cal reserves

Prudential Pensions Limited
Ordinary Long Term
31 December 2010

Form 50

Units £000
UK Life UK Pension Overseas Total Financial Total Previous
year year
1 2 3 4 5
Gross
Form 51 - with-profits 11
Form 51 - non-profit 12 81983 81983 82798
Form 52 13
Form 53 - linked 14 11229378 11229378 9178148
Form 53 - non-linked 15 32202 32202 29992
Form 54 - linked 16
Form 54 - non-linked 17
Total 18 11343563 11343563 9290938
Reinsurance - external
Form 51 - with-profits 21
Form 51 - non-profit 22
Form 52 23
Form 53 - linked 24 1374391 1374391 974365
Form 53 - non-linked 25
Form 54 - linked 26
Form 54 - non-linked 27
Total 28 1374391 1374391 974365
Reinsurance - intra-group
Form 51 - with-profits 31
Form 51 - non-profit 32 81983 81983 82798
Form 52 33
Form 53 - linked 34
Form 53 - non-linked 35
Form 54 - linked 36
Form 54 - non-linked 37
Total 38 81983 81983 82798
Net of reinsurance
Form 51 - with-profits 41
Form 51 - non-profit 42
Form 52 43
Form 53 - linked 44 9854987 9854987 8203783
Form 53 - non-linked 45 32202 32202 29992
Form 54 - linked 46
Form 54 - non-linked 47
Total 48 9887189 9887189 8233775
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Form 51
Long-term insurance business : Valuation summary of non-linked contracts (other than accumulating with -profits contracts)
Name of insurer Prudential Pensions Limited
Total business / subfund Ordinary Long Term
Financial year ended 31 December 2010
Units £000
UK Pension / Gross
Product Number of Amount of . . Amount of
- policyholders / Amount of ) Nominal value Discounted . .
code Product description . annual office . . Other liabilities mathematical
scheme benefit . of units value of units
number premiums reserves
members
1 2 3 4 5 6 7 8 9
400 Annuity non-profit (CPA) - Direct business 5263 7208 81983

lC
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Form 51
Long-term insurance business : Valuation summary of non-linked contracts (other than accumulating with -profits contracts)
Name of insurer Prudential Pensions Limited
Total business / subfund Ordinary Long Term
Financial year ended 31 December 2010
Units £000
UK Pension / Reinsurance ceded intra-group
Product Number of Amount of . . Amount of
- policyholders / Amount of ) Nominal value Discounted . .
code Product description . annual office . . Other liabilities mathematical
scheme benefit . of units value of units
number premiums reserves
members
1 2 3 4 5 6 7 8 9
400 Annuity non-profit (CPA) - Ceded business 7208 81983

8¢
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Form 53
Long-term insurance business : Valuation summary of property linked contracts
Name of insurer Prudential Pensions Limited
Total business / subfund Ordinary Long Term
Financial year ended 31 December 2010
Units £000
UK Pension / Gross
Product Number of Amount of . . Amount of
- policyholders / Amount of ) Nominal value Discounted . .
code Product description . annual office . . Other liabilities mathematical
scheme benefit . of units value of units
number premiums reserves
members
1 2 3 4 5 6 7 8 9
725 Individual pensions property linked 3199 51164 528 51164 51164 106 51270
735 Group money purchase pensions property linked 11178214 11178214 11178214 12449 11190663
800 Additional reserves property linked 19647 19647
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Form 53
Long-term insurance business : Valuation summary of property linked contracts
Name of insurer Prudential Pensions Limited
Total business / subfund Ordinary Long Term
Financial year ended 31 December 2010
Units £000
UK Pension / Reinsurance ceded external
Product Number of Amount of . . Amount of
- policyholders / Amount of ) Nominal value Discounted . .
code Product description . annual office . . Other liabilities mathematical
scheme benefit . of units value of units
number premiums reserves
members
1 2 3 4 5 6 7 8 9
735 Group money purchase pensions property linked 1374391 1374391 1374391 1374391
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Form 55
Long-term insurance business : Unit prices for inte rnal linked funds
Name of insurer Prudential Pensions Limited
Total business
Financial year ended 31 December 2010
Units £000
Unit Price at Price at Change in
Fund name Type of fund Net assets Main series management previous current price during
charge valuation date | valuation date year
1 2 3 4 5 6 7 8
All Stocks Corporate Bond 24 - group managed fund - other managed fund 3111752 |GILP 0.30 17.6394 19.2723 9.26
Cash Fund 24 - group managed fund - other managed fund 180470 |GILP 0.10 75.4570 77.2558 2.38
Corporate Bond 24 - group managed fund - other managed fund 1071131 |GILP 0.30 21.7662 23.8319 9.49
w Europe 26 - group managed fund - overseas equity 265702 |GILP 0.50 19.6486 19.7092 0.31
- Fixed Interest 24 - group managed fund - other managed fund 162109 |GILP 0.25 373.5699 403.5576 8.03
Index Linked 24 - group managed fund - other managed fund 189531 |GILP 0.25 272.9130 303.3154 11.14
Index Linked Passive 24 - group managed fund - other managed fund 339648 |(GILP 0.10 22.0366 23.9618 8.74
Long Term GILT 24 - group managed fund - other managed fund 426359 |GILP 0.10 30.9892 33.6773 8.67
North America 26 - group managed fund - overseas equity 247183 |GILP 0.50 13.8862 16.5441 19.14
Property 27 - group managed fund - property 562780 |GILP 0.55 419.5109 455.7872 8.65
UK Specialist Equity 25 - group managed fund - UK equity 874390 |(GILP 0.75 27.5629 32.2117 16.87
Equity Growth 25 - group managed fund - UK equity 159253 |GILP 0.75 9.5153 10.9684 15.27
Equity Dividend 25 - group managed fund - UK equity 120868 |GILP 0.75 9.1919 10.2163 11.14
Global Leaders 26 - group managed fund - overseas equity 147770 |GILP 0.75 9.9554 11.7189 17.71




24032011:16:49:12

Long-term insurance business : Distribution of surp

Name of insurer
Total business / subfund

Financial year ended

Ordinary Long Term
31 December 2010

lus

Prudential Pensions Limited

Form 58

Units £000
Financial year Previous year
1 2
Valuation result
Fund carried forward 11 9895522 8242061
Bonus payments in anticipation of a surplus 12
Transfer to non-technical account 13
Transfer to other funds / parts of funds 14
Subtotal (11 to 14) 15 9895522 8242061
Mathematical reserves 21 9887189 8233775
Stk et B
Composition of surplus
Balance brought forward 31 8286 9198
Transfer from non-technical account 32
Transfer from other funds / parts of fund 33
Surplus arising since the last valuation 34 a7 (912)
Total 39 8333 8286
Distribution of surplus
Bonus paid in anticipation of a surplus 41
Cash bonuses 42
Reversionary bonuses 43
Other bonuses 44
Premium reductions 45
Total allocated to policyholders (41 to 45) 46
Net transfer out of fund / part of fund a7
Total distributed surplus (46+47) 48
Surplus carried forward 49 8333 8286
Total (48+49) 59 8333 8286
Percentage of distributed surplus allocated to poli cyholders
Current year 61
Current year - 1 62
Current year - 2 63
Current year - 3 64
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Form 60
Long-term insurance capital requirement
Name of insurer Prudential Pensions Limited
Global business
Financial year ended 31 December 2010
Units £000
LTICR Gross Net Reinsurance LTICR LTICR
factor reserves / reserves / factor Financial Previous
capital at capital at year year
risk risk
1 2 3 4 5 6
Insurance death risk capital component
Life protection reinsurance 11 0.0%
Classes | (other), Il and IX 12 0.1%
Classes | (other), Il and IX 13 | 0.15%
Classes | (other), Il and IX 14 0.3%
Classes lll, VIl and VIII 15 0.3%
Total 16
Insurance health risk and life protection reinsuran ce capital component
Class IV supplementary
classes 1 and 2 and life 21
protection reinsurance
Insurance expense risk capital component
Life protgctlon and permanent a1 0%
health reinsurance
Classes | (other), Il and IX 32 1% 81983 0.85 697 704
Classes Ill, Vil and VIl 33| 1% 32380 32380 1.00 324 301
(investment risk)
Classes lll, _\/II and VIl a4 1%
(expenses fixed 5 yrs +)
Classes lll, VIl and VIII 35 25% 6142 5169
(other)
Class IV (other) 36 1%
Class V 37 1%
Class VI 38 1%
Total 39 7163 6174
Insurance market risk capital component
Life protgctlon and permanent mn 0%
health reinsurance
Classes | (other), Il and IX 42 3% 81983 0.85 2091 2111
Classes Ill, VIl and VIl 43| 3% 32380 32380 1.00 971 902
(investment risk)
Classes lll, _\/II and VIl 24 0%
(expenses fixed 5 yrs +)
Classes lll, VIl and VIII 5 0% 11229200 0854809
(other)
Class IV (other) 46 3%
Class V 47 0%
Class VI 48 3%
Total 49 11343563 9887189 3062 3013
Long term insurance capital 51 10225 9187

requirement
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VALUATION REPORT ON PRUDENTIAL PENSIONS LIMITED
Valuation Report as at 31 December 2010

1. Introduction

(1) The investigation relates to 31 December 2010.

(2) The previous investigation related to 31 Decemio@92

(3) No interim valuations have been carried out for peposes of rule 9.4 since 31 December
20009.

2. Product range

There were no significant changes in products du2idlo.
3. Discretionary charges and benefits

(1) Not applicable.

(2) Not applicable.

(3) Not applicable.

(4) The annual management charge for investments ifotleeving fund has changed. Otherwise
there have been no changes to service chargeskaual Ipolicies.

Fund Charge 31 December 31 December
2010 2009
bps bps
MPP4 Blackrock Ascent 13.0 65.0
Pacific Rim Equity Fund

(5) There have been no changes to benefit chargkiskaed policies.

(6) Not applicable.

(7)

(a) The creation price is the cash cost of purchasmgdantical portfolio of assets to that in the
unit fund including all the costs that would belned in purchasing such assets, divided by the

number of units in existence.

The cancellation price is the cash amount for witiehassets of the unit fund can be sold net of all
costs that would be incurred in disposing of theetss divided by the number of units in existence.
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PRUDENTIAL PENSIONS LIMITED

Appendix 9.4 (continued)
Specific points for each of the groups of intelivdéed funds are as follows:
GILP Funds
The “Single Swinging Pricing” approach is used.thé net cashflow on the day is positive, all
transactions are at the offer price. If the nehflaw on the day is negative, all transactions are
at the cancellation (bid/bid) price. For Fund ahBs, the cash balance in the fund may also be

taken into account when deciding upon the priciagit

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

Series |, I, Il & IV Funds

Series |, I, Il & IV funds are mainly invested the GILP Funds or funds managed by external
companies such as Blackrock, Baillie Gifford, Nemvemd Schroders. The funds buy and sell
units in the GILP funds at the prevailing daily sging price.

A smoothed equity approach is taken to unit pricifigis is different to the approach adopted
for GILP funds. Units are allocated to policyholslat the offer price and de-allocated at the bid
price. When the trend in the number of units inné tund is believed to be upward, the bid

price is the creation price. If the trend in thenter of units is believed to be downward the bid
price is the cancellation price. Where the trendirislear or changing the bid price may be
between the creation price and the cancellatiazepriThe offer price is then set equal to the bid
price plus the initial charge plus a rounding amipet, not exceeding 0.1p (there is no initial

charge for Series I, Series Il and Series |V fiathd so there is only a single price applied to
policyholders).

Pru-Link Funds

The Pru-Link Managed Fund is wholly invested intsiaf the GILP Discretionary Fund. The
Pru-Link Cash Fund is wholly invested in units betGILP Cash Fund. The creation and
cancellation prices are determined once a weekelgrence to the appropriate GILP price.
Transactions are carried out at the next availpht® (i.e. on a forward pricing basis).

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

Units are allocated to policyholders at the offeceand deallocated at the bid price. The Pru-
link Cash fund price is based on the GILP Cash farehtion price. The Pru-link Managed

fund price is based on the GILP Discretionary fpnide and the bid price is currently based on
the GILP cancellation price. The offer price igrnhset equal to the bid price plus the initial
charge plus a rounding adjustment not exceeding. O(The initial charge was removed on 1

April 2001).

(b) Unit pricing bases are determined at fund levelalé@olicies invested in the same fund have
the same basis applied.

(c) Not applicable.

(8) Not applicable as the Company writes pensiir@ass only.
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PRUDENTIAL PENSIONS LIMITED

Appendix 9.4 (continued)
(9) Not applicable as the Company writes pensi@in@ass only.
(10) Not applicable.

4. Valuation basis (other than for special reserves)

At 31 December 2010 the total gross mathematicares amounted to £11,344m. The lesser of
£10m and 1% of the total gross mathematical resemes therefore equal to £10.0m.

(1)_Non-linked and index-linked annuities in payinen

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

Unit-linked deferred annuities and group pensions

The mathematical reserves for linked businessistopfsthe unit liability together with a non-unit
liability. A discounted cashflow method of valuaties used to determine the non-unit liability
allowing for the value of future attributable expes less the value of future management
charges. An additional reserve for non-attribadipenses is calculated at a homogenous risk
group level as described in section 6(6).

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

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

No reserve for investment performance guaranteeseld, because the only investment
performance guarantee is that the unit price oPtiueLink Cash Fund will not go down. Units of
this fund are invested in units of the GILP Cashd~where the practice is to invest only in short
term assets.

The unit liability has been obtained by valuing thits allocated to policyholders at the valuation
unit price. This price is based on the bid pricethef assets and includes investment income
received.

(2)The interest rates used are as follows:

Product code| Product description 31 December 31 December
number 2010 2009
400 Annuity  non-profit (CPA) - 4.47% 5.00%

individual annuities in payment
(reassurance ceded to Prudential
Annuities Limited)
725 Individual pensions property linked 2.50% 2.50%
735 Group money purchase pensigns 2.50% 2.50%
property linked
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PRUDENTIAL PENSIONS LIMITED

Appendix 9.4 (continued)

(3) Not applicable.

4)

Product code| Product description 31 December 31 December

number 2010 2009

400 Annuity non-profit (CPA) — individual annuitiés payment (reassurance
ceded to Prudential Annuities Limited)
Mortality table Modified 98% Modified 102%

PCMAO0/88% | PNMAQO /88%
PCFA00 PNFAOO0

Expectation of life age 65 24.3 (M), 25.6 (F) | 23.8 (M), 25.4 (F)
Expectation of life age 75 14.7 (M), 16.2 (F) | 14.4 (M), 16.2 (F)

Mortality bases used at 31 December 2010

Annuities are generally valued using a percentdgthe 00 series tables for annuitants and
pensioners. The base mortality assumptions now baen updated to use the PCXxA tables.
Previously the PNxA tables were used, which refldcthe normal retirements only. The
PCxA tables reflect all types of retirement, whitdwe been found to provide a better fit to
experience. In order to allow for mortality impesaent, future improvement factors are
applied from 2001. For males, these future impnoeat factors are in line with Prudential’s
own calibration of the CMI 2009 mortality model,tivia long term improvement rate of 2.25%
p.a. For females, future improvement factors arknie with Prudential’s own calibration of
the CMI 2009 mortality model, with a long term iropement rate of 1.25% p.a. Compared
with the core CMI mortality model, Prudential’s itaation:

(a) blends period improvements between ages 60 to 8Betdong term improvement rate
over a 15 year period (compared with a 20 yeaopeén the core CMI model), and

(b) assumes that cohort improvements dissipate overyedr period, or by age 90 if earlier
(compared with a 40 year period, or by age 10@iilier, in the core CMI model).

Mortality bases used at 31 December 2009

Annuities are generally valued using a percentdgthe 00 series tables for annuitants and
pensioners (normal retirements). In order to allew mortality improvement, future
improvement factors are applied from 2001. Foremathese future improvement factors were
in line with 100% of the CMI medium cohort projexntis, subject to future improvement
factors not being less than 2.25% p.a. until aget®fering linearly to zero at age 120. For
females, future improvement factors were in linghwv5% of the CMI medium cohort
projections, subject to future improvement factoos being less than 1.25% p.a. until age 90,
tapering linearly to zero at age 120.

(5) Not applicable.
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PRUDENTIAL PENSIONS LIMITED

Appendix 9.4 (continued)

(6) The renewal expenses per annum used are dabarithe table below:

purchase pension;s
property linked

5 including £1,125 p.a. per
scheme (having allowed
for £379,464 p.a. of
additional administration
service charges)

PIA: £64,921 p.a.
including £169 p.a. per
scheme

Reassurance from PACL;;

Product code| Product 31 December 31 December

number description 2010 2009

400 Annuity non-profit | £21.24 p.a. £21.54 p.a.

(CPA) — individual
annuities in
payment
(reassurance ceded
to Prudential
Annuities Limited)

725 Individual £21.99 p.a. per policy far£21.20 p.a. per policy fq
pensions property| premium-paying policies; premium-paying policies;
linked £14.98 p.a. per policy far£14.45 p.a. per policy fa

other policies; £85.93 perother policies; £82.86 pg
claim claim

735 Group money GILP: £4,538,506 p.a. GILP: £4,376,573 p.a.

including £1,085 p.a. per
scheme (having allowed
for £1,004,515 p.a. of
additional administration
services charges)

PIA: £62,604 p.a.
including £163 p.a. per
scheme

£873,311 p.a.

Reassurance from PACL.:

=

=

£650,568 p.a.

Expense figures for UL policies are attributablpenses only.

The investment management expenses used argddsa the table below:

Product code
number

Product
description

31 December
2010

31 December
2009

400

Annuity non-profit
(CPA) — individual
annuities in
payment
(reassurance cede
to Prudential
Annuities Limited)

0.050% p.a.

0.060% p.a.

725

Individual
pensions property
linked

0.100% p.a.

0.100% p.a.

735

Group money
purchase pensions

GILP: 0.141% p.a.
5 PIA: 0.199% p.a.

property linked

GILP: 0.143% p.a.
PIA: 0.200% p.a.
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PRUDENTIAL PENSIONS LIMITED

Appendix 9.4 (continued)

(7) The unit growth rates (before management clsrgied the inflation rates assumed for future
expenses and the future increases in policy chamgeas follows:

Product code| Parameter 31 December 31 December
number 2010 2009
% %

725 and 735 | Unit fund growth 5.75% 5.75%
rate

All products | Expense inflation 4.25% 4.25%
rate

725 and 735 | Policy charge Nil Nil
inflation rate

(8) Not applicable.

(9) Not applicable.

(10) There are no other material assumptions.

(11) No derivatives were held outside of therimal linked funds.
Since the movement in linked assets would be tofffgea corresponding change in the linked
liability, no allowance is made for derivative c@utts that were held inside of the internal

linked funds.

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

(12) There have been no changes made to the natibalhneserves at the current valuation date
as a result of the changes to the INSPRU rule$ Btsgember 2006.
5. Options and guarantees
(1) Not applicable.
(2) Not applicable.
(3) Not applicable.

(4) Not applicable.
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PRUDENTIAL PENSIONS LIMITED

Appendix 9.4 (continued)

6.

Expense reserves

(1)

)
®3)

(4)

®)

Homogeneous risk group Implicit Explicit Explicit Non — Total
allowances allowances| allowances| attributable
(investment)  (other) expenses
GILP " | £11,085,293 £7,077,706 £1,642,467| £19,805,466
PIA - £7.782 £64.921 | £17281]  £89.984
Prulink SP - £1.254 £1.755 £439 £3.448
Prulink RP ) £49,788 £87,662 £21,916| £159,366
Total i £11,144,117 £7,232,044| £1,682,108 £20,058,264
Not applicable.

Maintenance expenses shown at line 14 of FormdZ29 million. These expenses are net of
annual management charge income and hence arhdesthe total expense loadings expected
to arise in 2011 as calculated in 6.(1).

For new business expected to be written in thevisvaionths following the valuation date, the
income and outgo are projected on a prudent basistbe entire lifetime of the business and
discounted to the valuation date. A reserve is Hdltk present value of the outgo exceeds the
present value of income to the extent that the ssxeceeds the projected surplus on prudent
assumptions from existing business. No reservelgdt 31 December 2010.

In the first instance, expense reserves are caédtllan the assumption that Prudential's UK
insurance operations will continue to write newibess indefinitely and hence that there will

be no loss of economies of scale. In this scendhni®,expense loadings for the remaining
lifetime of the contracts in force at the valuatdexte are included in the reserves reported in
Form 50.

In order to allow for the possibility that the firmill cease to write new business twelve

months after the valuation date, the expense lgadirrecalculated on the assumption that,
over a two year period, unit costs would be redubgdl5% and that thereafter loss of

economies of scale would result in overall experssnag cut more slowly than the rate at

which policies run off. If this revised calculatioasults in a higher reserve than described in
the paragraph above, then the difference is helhaasdditional reserve. In addition the costs
associated with closing to new business, such@amuoancy costs or the costs of terminating
management agreements, are estimated. To the ektnthese costs exceed the projected
surplus, on prudent assumptions, from existingriss, a further additional reserve is held. At
the valuation date an additional reserve of £765j84held for the impact of closing to new

business.
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PRUDENTIAL PENSIONS LIMITED

Appendix 9.4 (continued)

(6) The additional reserve for non-attributable expsnat a homogenous risk group level is
calculated as the present value of all futures es@® less charges, subject to a maximum of
the non-attributable expenses for policies in tisit group. Any future valuation strain is

removed at the homogenous risk group level. Ttlditiadal reserves for non-attributable
expenses at 31 December 2010 were as follows:

Homogeneous Risk Group Homogeneous Risk Group RReser
(£000)

GILP -

PIA 520

Prulink SP -

Prulink RP/PUP -

TOTAL 520

7. Mismatching reserves

(1) and (2) All assets and liabilities are denominatedsterling. There is no currency
mismatching.

(3) There is no reserve for currency mismatching.

(4) In accordance with INSPRU 3.1.16R, for the pags of calculating the resilience capital
requirement in INSPRU 3.1.10R the most onerousssieis as follows (prior year in brackets):

Asset class Scenario

Equities:

Market values — UK and overseas (excl. US and -10% (-20%)
euro zone)
Market values — US -10% (-25%)
Market values — euro zone -10% (-25%)
Property:

Market values -17% (-10%)
Fixed interest:

Yields — UK and overseas +80 bps (+89 bps)

(5) Not applicable.

(6)

(a) A Resilience Capital Requirement of £1,840,000 eld.

(b) There was an increase of £780,668 in the aggregadeint of the long term liabilities.

(c) The assets allocated to match such liabilitiesesexad in value by £1,053,433 from the amount
of the assets shown in Form 13.

(7) There is no reserve held under INSPRU 1.1 24R(
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Appendix 9.4 (continued)

8. Other special reserves
Not applicable.
9. Reinsurance

(1) No premiums were paid in 2010 in respect of reiasce business ceded on a facultative basis

to reinsurers not authorised to carry on busine#isa United Kingdom.

(2) The reinsurance treaties shown in the table beleatitihe FSA criteria for being reported in
this section and were in force as at 31 Decemb#0.20

(d) Reinsurer (e) Nature of cover () (h) ® (k)
Premiums | Open/ | Reserves| Retention
£'000 Closed Ceded
£'000

Prudential Immediate annuities which are Nil | Closed 81,397 NIl
Annuities wholly reassured on original terms.
Limited * The reinsurer is a member of the

Prudential group of companies and

the business is covered by a pari

passu charge on assets.
Blackrock Reinsurance of unit-linked pension 304,021 Open 1,316,076 Nil
Asset liabilities of the Company arising in
Management | relation to reassurance of certain
Pensions Ltd | unit-linked pensions contracts

issued by a member of the

Prudential Group. The business ig

covered by a pari passu charge on

assets.
Baillie Gifford | Reinsurance of unit-linked pension 14,255| Open 8,297 Nil
Life Ltd liabilities of the Company arising in

relation to reassurance of certain

unit-linked pensions contracts

issued by a member of the

Prudential Group. The business ig

covered by a pari passu charge on

assets.
Schroder Reinsurance of unit-linked pension 10,322| Open 19,239 Nil
Pension liabilities of the Company arising in
Management | relation to reassurance of certain
Ltd unit-linked pensions contracts

issued by a member of the

Prudential Group. The business ig

covered by a pari passu charge on

assets.
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PRUDENTIAL PENSIONS LIMITED

Appendix 9.4 (continued)
(d) Reinsurer | (e) Nature of cover fYh) Open () | (k) Retention
Premiums| / Closed| Reserveg
£'000 Ceded
£'000
Managed Reinsurance of unit-linked pension 18,855/ Open 20,339 Nil

Pension Funds
Ltd

unit-linked pensions contracts
issued by a member of the

assets.

5 liabilities of the Company arising i
relation to reassurance of certain

Prudential Group. The business ig
covered by a pari passu charge o

=)

-

(g) There were no deposit back arrangements undexbihee treaties.

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

(D The above reinsurers are authorised to carry amanse business in the United Kingdom.

(m) An asterisk denotes companies connected to thetéga

(n)
held.

(0)
(P)
10.

Not applicable.

Reversionary (or annual) bonus

(1) Not applicable.

(2) Not applicable.

(3) Not applicable.

(4) Not applicable.
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PRUDENTIAL PENSIONS LIMITED
Returns for the year ended 31 December 2010

Notes to the Returns

Form 2

*0201* Waivers issued disapplying or modifying avfythe provisions of the Accounts and Statement
Rules in respect of long term insurance business.

There were no waivers issued disapplying or mauifyany of the provisions of the
Accounts and Statement Rules in respect of lorg tesurance business.

Form 3

*0301* Reconciliation of net admissible assetsotaltcapital resources after deductions

£000
Form 13 Line 89 (Long term) Grand total of admiksidissets 9,918,721
Form 14 Line 11 Mathematical reserves after distrdm of surplus (9,887,189)
Form 14 Line 49 Total other insurance and non-iaisce liabilities (23,199)
Form 13 Line 89 (Other than long term) Grand tofaddmissible assets 11,659
Form 15 Line 69 Total -

19,992
Form 3 Line 79 Capital resources after deductions 9,992
Difference 0

*0308* There is one contingent loan at the year mpdyable to a related group undertaking. The
loan and interest on the loan is repayable out@kurplus emerging on its business and is
contingent on surpluses arising, but can be repaitie Company at any time.

The loan is repayable to the extent of a specifieatentage of surplus of the Company, a
repayment obligation crystallising on the last dgdyhe Company’s financial year and being
discharged by application of funds on a date nomthay the Company (being prior to the
last working day for submission of its regulatceyurns for such financial year).

In accordance with its terms, the loan may be pdeppon prior notice, and the repayment
obligation discharged in whole or part.
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PRUDENTIAL PENSIONS LIMITED

Notes to the Returns (continued)

Form 3 (continued)

*0310* Valuation differences

Positive valuation differences where liabilities are lower than in the shareholder
accounts
Contingent loan

Negative valuation differences where liabilities are higher than in the
shareholder accounts
Additional reserves held in the long term fund

Deferred tax on additional reserves held in the lemm fund

Form 3 Line 35 Negative Valuation Differences

*0313* Reconciliation of profit and loss accoungadige

Profit and loss account and reserves b/fwd
Profit and loss account and reserves c/fwd

£'000

13,774

13,774

82,
8,641

(23,361)

(Tp8

£000
17,286
23,579

Movement

Movement in additional reserves held for FSA
Movement in deferred tax

Movement in contingent loan balance
Movement in unallocated surplus

6,293

(2,510)
647
(4,299)
(47)

Form 16 Line 59 Profit retained for the financieby

84

Notes 1304 to 1306 apply to other than long tersirass fund.

*1304* Statement on Set Off

Amounts due to or from the Company have beenféébd the extent permitted by generally

accepted accounting principles.

*1305* Maximum Counterparty Limits

The maximum permitted exposure to any one copatgr has been set in accordance with
the counterparty limits detailed in INSPRU 2.1.ZPherefore exposures to non-approved

counterparties have been restricted to a maximurB%fof the business amount.

counterparty exposure during the year exceedeé theis.

*1306* Counterparty exposures at year end

There were counterparty exposures held at yeathattdvere greater than 5% of the sum of
the base capital resources requirements and lomgiteurance liabilities, excluding property
linked liabilities and net of reinsurance cedededéhinclude cash on deposit with; Credit

Agricole Corporate and Investment Bank £5m and KaBsank A/S £6m.
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PRUDENTIAL PENSIONS LIMITED

Notes to the Returns (continued)

Form 13
Notes 1308 to 1319 apply to long term business.fund
*1308* Assets specified in IPRU(INS) Form 13 instian 5.
The Company held no unlisted investments ordisteestments that are not readily realisable.
*1310* Statement on Set Off

Amounts due to or from the Company have beenfééd the extent permitted by generally
accepted accounting principles.

*1312* Counterparty exposures at year end

There were counterparty exposures held at yeathatdvere greater than 5% of the sum of
the base capital resources requirements and lomgiteurance liabilities, excluding property
linked liabilities and net of reinsurance cedededéhinclude cash on deposit with; Bank of
America NA £5m, Close Brothers Limited £6.5m, Foflank N.V £10m, Royal Bank of
Scotland Plc £8m, Danske Bank A/S £4m and a cdahdmof £13.3m with HSBC Bank.

*1319* Maximum Counterparty Limits

The maximum permitted exposure to any one countgrbpas been set in accordance with
the counterparty limits detailed in INSPRU 2.1.ZPherefore exposures to non-approved
counterparties have been restricted to a maximurb%fof the business amount. No
counterparty exposure during the year exceedee thess.

Form 14
*1401* Provision for adverse changes

No derivatives were held outside of the interniifiged funds at any time during the year and
therefore no provision for adverse changes is redqui

*1402* Uncertain and Potential Liabilities

a) In the normal course of business certain reinserdiabilities were secured by a floating
charge, ranking these liabilities equally with amsudue under unsecured direct (non-
reassurance) policies, over the long term insurassets of the Company. The amounts
secured by charges of this nature and includedormFL4 Line 11 were £3,293.0m,
£65.9m, £29.2m and £2.0m. The whole of the amatiitorm 13 line 89 is subject to
charge.

b) There were no potential capital gains tax liaketitat the year end.
c) There was one contingent loan, not in Form 14hatylear end repayable to a related
group undertaking. The loan and interest on tla s repayable out of the surplus

emerging on its business and is contingent on gsegl arising, but can be repaid by the
Company at any time. The value of this loan is £138k.
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PRUDENTIAL PENSIONS LIMITED

Notes to the Returns (continued)

Form 14 (continued)

*1402* Uncertain and Potential Liabilities (conted)

The loan is repayable to the extent of a specifietentage of surplus of the Company,
a repayment obligation crystallising on the last dathe Company’s financial year and

being discharged by application of funds on a daminated by the Company (being
prior to the last working day for submission of riggulatory returns for such financial

year).

In accordance with the terms, the loan may be jdeppon prior notice, and the
repayment obligation discharged in whole or part.

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

e) Provision for claims outstanding: the Company hestigated a full review of its defined
benefit payment processes and had set up a reésa@mabprudent provision to cover the
cost of performing the review and the cost of amgtingent loss, if any, arising out of the
review's findings. The review was completed in {fear and the remaining provision
released. A provision of £Nil is included on Fiel15 (2009: £366,000).

*1405* Other adjustments to liabilities

Included in line 74 are:

£000
Positive valuation differences (see note 0310) 13,774
Negative valuation differences (see note 0310) 3&B,
Form 14 Line 74 (9,587)

Form 15
*1501* Provision for adverse changes

No derivatives were held by the other than lomghtéund at any time during the year and
therefore no provision for adverse changes is redui

*1502* Charges, potential tax liability, contingdiabilities, guarantees and fundamental uncetrésn
a) There were no charges attributable to the dtlaerlong term business assets.
b) There was no potential tax liability arisingliee other than long term fund at the year end.
c) There were no contingent liabilities at the yesad.

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

e) There were no fundamental uncertainties atehe-gnd.
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PRUDENTIAL PENSIONS LIMITED

Notes to the Returns (continued)

Form 16

*1601*

Foreign Currencies

Foreign currency assets and liabilities are tréedlat year-end exchange rates. Foreign

currency revenue transactions are translatedes raling at the transaction dates, except for
accrued revenue items that are translated at yebgsechange rates.

Form 17

*1700*

Form 17 has been omitted, as no such cdstvaere used.

Form 40

*4002*

*4008*

*4009*

Other expenditure represents a repaymerat cbntingent loan repayable to a related group
undertaking. Prior year other income representpéal injection in the form of a contingent
loan under the existing agreement with The Prudedtssurance Company Limited. The
loan and interest on the loan is repayable ouh@fsurplus emerging on its business and is
contingent on surpluses arising, but can be rdpaitie Company at any time. The loan has
no repayment obligation during the first year.

The loan is repayable to the extent of a spetifiercentage of surplus of the Company, a
repayment obligation crystallising on the last dadythe Company’s financial year and
being discharged by application of funds on a datainated by the Company (being prior
to the last working day for submission of its regaty returns for such financial year).

In accordance with their terms, the loans may bepgd upon prior notice, and the
repayment obligation discharged in whole or part.

Provision of management services

The Company was provided throughout the year vashtd day management services by The
Prudential Assurance Company Limited (the immedhatieling Company), and Prudential
Property Investment Managers Limited, Prudential B¢€rvices Limited, Prudential
Distribution Limited, Prudential Services Limitechch M&G Investment Management
Limited, all group companies. The Company was &rrtssisted during the year with day to
day management services by The Bank of New Yorkadvi€International) Limited and State
Street Bank & Trust Company, third parties.

The Company has a reassurance agreemdnawilated Company, The Prudential Assurance
Company Limited, in respect of linked premiumsluded in earned premiums for the year is
an amount of £590m received under this reassurageement. The reassurance agreement
was drawn up under normal commercial terms whifleatethe level of business transacted
with the Company.

Also included within claims incurred is an amouh£@29m arising from claims under this
reassurance agreement and a claims recovery ofréZeived from a related Company,
Prudential Annuities Limited.

The Company has a reassurance agreement withtedrélampany, Prudential Retirement
Income Limited, in respect of annuities. No clainave been paid during the year under this
reassurance agreement. The reassurance agreensedtama up under normal commercial
terms which reflect the level of business tranghatieh the Company.

A contingent loan of £13,774k is in place with éated group undertaking The Prudential
Assurance Company Limited.
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PRUDENTIAL PENSIONS LIMITED

Notes to the Returns (continued)

Form 44

*4401* Valuation of Linked Assets
Linked assets are valued at market value.
Investment properties, though, are independentilyecheach month on the basis of open
market value in accordance with the RICS Apprasadl Valuation Manual. All the

properties are currently valued by CB Richard Hlliimited. Securities are valued at a bid-
market price.

*4402* Derivative Contracts

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

Assets Liabilities
£000's £000's
Futures:
Gross of variation margin 529 (13)
Net of variation margin (359) 0
Forwards:
Gross of variation margin 5,303 (1,970)
Net of variation margin 5,303 (1,970)
Form 45
*4502* Other Expenditure
2010 2009
£000's £000's
Safe custody fees (674) (557)
Transaction fees (205) (249)
Total (879) (806)

Form 47
*4701* for code 735 there are 38 schemes.
Form 48

*4804* other assets

Included in Line 18 (Other assets) are:

£000's
Assets producing income 47,634
Assets not producing income 3,780

51,414
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PRUDENTIAL PENSIONS LIMITED

Notes to the Returns (continued)

Form 53
*5301* For product code 735 there are 435 schemes.
*5305* Non-unit reserves
Certain expenses associated with managing a pyopertfolio have not been included in

the renewal expense margins used in the calculadfothe non-unit reserves. These
expenses are deducted from the investment retadited to policyholders.
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PRUDENTIAL PENSIONS LIMITED
Global business

Directors’ Certificate required by rule 9.34 of the Accounts and Statements Rules

Financial year ended 31 December 2010

We certify:

1. (@

(b)

2. (a)

(b)

(©)

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

we are satisfied that:

() throughout the financial year in question, timsurer has complied in all material
respects with the requirements of SYSC and PRINweHl as the provisions of
IPRU(INS), GENPRU and INSPRU; and

(i) it is reasonable to believe that the insuras sontinued so to comply subsequently, and
will continue so to comply in future.

that in our opinion, premiums for contraetgered into during the financial year and the
resulting income earned are sufficient, under nealsle actuarial methods and assumptions,
and taking into account the other financial resesiraf the insurer that are available for the
purpose, to enable the insurer to meet its obbgatin respect of those contracts and, in
particular, to establish adequate mathematicarvesg

that the sum of the mathematical reserves and dpogits received from reinsurers as
shown in Form 14 constitute proper provision atehd of the financial year in question for
the long-term insurance liabilities (including diabilities arising from deposit back
arrangements, but excluding other liabilities whitdd fallen due before the end of the
financial year) including any increase in thosebiliies arising from a distribution of
surplus as a result of an actuarial investigat®matathat date into the financial condition of
the long-term insurance business;

that we have, in preparing the return, taken and gae regard to advice in preparing the
return from every actuary appointed by the insdceiperform the actuarial function in
accordance with SUP 4.3.13R.

R A Devey D J Belsham K Nunn
Chief Executive Director Director

28 March 2011
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Independent auditor's report to the Directors pursuant to rule 9.35 of the Interim Prudential
Sourcebook for Insurers IPRU(INS)

PRUDENTIAL PENSIONS LIMITED
Global business

Financial year ended 31 December 2010

We have examined the following documents prepargdthe insurer pursuant to the Accounts and
Statements Rules set out in part | and part IVhaipter 9 to IPRU(INS) the Interim Prudential Sobaek

for Insurers, GENPRU the General Prudential Sowokband INSPRU the Insurance Prudential
Sourcebook, (“the Rules”) made by the Financialvi8es Authority under section 138 of the Financial
Services and Markets Act 2000:

= Forms 2, 3, 13 to 16, 40 to 45, 48, 58 and 60 (itiag the supplementary notes) on pages 1 to B ('t
Forms’);

= the statement required by IPRU(INS) rule 9.29 agepaé4 (‘the Statement’);
= the valuation report required by rule IPRU(INS)M& (‘the valuation report’).

We are not required to examine and do not exprmespiaion on:

= Forms 46, 47, 50 to 55 (including the supplementartgs) on pages 21 to 31 and pages 49 to 50;
= the statement required by IPRU(INS) rule 9.30 ogepsb; and
= the certificate required by IPRU(INS) rule 9.34page 51 (‘the certificate’).

This report is made solely to the insurer's direst@s a body, in accordance with the requiremehts
IPRU(INS) rule 9.35. We acknowledge that the divextare required to submit this report to the FB®A,
enable the FSA to verify that an auditor’s rep@s$ been commissioned by the insurer’s directorsssugd

in accordance with the requirements of IPRU(IN3¢ Qi35 and to facilitate the discharge by the FE$As
regulatory functions in respect of the insurer,feaed on the FSA by or under the Financial Ses/aed
Markets Act 2000. Our work (including our examinali has been undertaken so that we might stateeto t
insurer’s directors, as a body those matters weregeired to state to them in an auditor's repssued
pursuant to IPRU(INS) rule 9.35 and for no otherppse. To the fullest extent permitted by law, veendt
accept or assume responsibility to anyone other tie insurer and the insurer’s directors as a pfwayour
work (including our examination), for this repast, for the opinions we have formed.

Respective responsibilities of the company and ieuditors

The insurer is responsible for the preparationrofianual return (including the Forms, the Statermiet
valuation report) under the provisions of the Rulénder IPRU(INS) rule 9.11 the Forms, the Stat@me
and the valuation report, are required to be pezpar the manner specified by the Rules and te $satly
the information provided on the basis requiredheyRules.

The methods and assumptions determined by the congral used to perform the actuarial investigagisn
set out in the valuation report, are required flect appropriately the requirements of INSPRU 1.2.

It is our responsibility to form an independentropn as to whether the Forms, the Statement and the
valuation report meet these requirements, andgort®ur opinions to you. We also report to yqurifour
opinion:

« adequate accounting records have not been keptfuyns adequate for our audit have not been redeiv
from branches not visited by us; or

» the Forms, the Statement and the valuation reperhat in agreement with the accounting records and
returns; or

* we have not received all the information we reqtoreour examination.

52



Independent auditor's report to the Directors pursuant to rule 9.35 of the Interim Prudential
Sourcebook for Insurers IPRU(INS) (continued)

PRUDENTIAL PENSIONS LIMITED
Global business

Basis of opinion

We conducted our work in accordance with PractioeeN20 “The audit of insurers in the United Kingdom
(revised)” issued by the Auditing Practices Boar@ur work included examination, on a test basis, of
evidence relevant to the amounts and disclosureéserForms, the Statement, the valuation repotte T
evidence included that previously obtained by uatirey to the audit of the financial statementsttod
insurer for the financial year. It also included @ssessment of the significant estimates and joeges
made by the company in the preparation of the FotlmesStatement, the valuation report.

We planned and performed our work so as to obtHirtha information and explanations which we
considered necessary in order to provide us witficgent evidence to give reasonable assurancettieat
Forms, the Statement, the valuation report areffeea material misstatement, whether caused bydfiau
other irregularity or error, and comply with IPRN@) rule 9.11.

In accordance with rule IPRU(INS) 9.35(1A), to tadent that any document, Form, Statement, anabysis
report to be examined under IPRU(INS) rule 9.3%(dn)tains amounts or information abstracted from the
actuarial investigation performed pursuant to IPRIF) rule 9.4, we have obtained and paid due regard
advice from a suitably qualified actuary who isépdndent of the insurer.

Opinion
In our opinion:

i) the Forms, the Statement, the valuation repotyfatate the information provided on the basis neql
by the Rules and have been properly prepared imrdance with the provisions of those Rules; and

i) the methods and assumptions determined by theeinand used to perform the actuarial investigation
as set out in the valuation report appropriatefiece the requirements of INSPRU 1.2.

Chris Moulder (Senior Statutory Auditor)
for and on behalf of KPMG Audit Plc, Statutory Auditor
Chartered Accountants
Registered Auditor
15 Canada Square
Canary Wharf
London
E14 5GL
Date 28 March 2011
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PRUDENTIAL PENSIONSLIMITED

Returnsfor the year ended 31 December 2010

Statement in accor dance with Rule 9.29 of the Accounts and Statements Rules

a

I nvestment Guidelines

During 2010, investment guidelines allowed the use of derivative contracts in the GILP (and
hence MPP) interna linked funds. The derivatives and use thereof was restricted to that
permitted by Appendix 3.2 of the Accounts and Statements Rules. The use of derivatives was
not permitted in the non-linked funds.

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

Derivativeswhere exerciseis unlikely

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

Quantification of derivativesin (b) above
No such contracts were used by the Company.
The largest exposure during the year to out of the money call optiong/warrants was £510Kk.

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

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

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

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

Returnsfor theyear ended 31 December 2010
Rule 9.30 Statement on Shareholder Controllers

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