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The Prudential Assurance Company Limited

Notice is Hereby Given

that the Annual General Meeting of this Company will be held at
the Registered Office of the Company, No. 142 Holborn Bars London ECIN 2NH,
on Thursday 20th May 1971 at 12,15 p.m. for the following purposes:

To receive the Directors’ Report and Statement of Accounts for the
year ended 31st December 1570

To re-elect and elect Directors

To transact any other business proper to be transacted at the said Meeting

In connection with the re-election of Directors special notice has been given to the Company, pursuant to the
Companies Act 1948, that separate resolutions will be moved proposing the re-election of Leslic Brown Fia
and The Rt Hon Lord Coleraine rc who retire by rotation and who will be aged 68 and 70 respectively at the
date of the Meecting.

By order of the Board of Directors,

H G CLARKE,
A F MURRAY,

Joint Secretaries.,
142 Holborn Bars London ECIN ZNH
27th April 1971

Members’ attention is drawn to the form of proxy accompanying this notice. A member entitled to attend and
vote at the Meeting is entitled to appoint a proxy or proxies to attend and vote instead of him; a proxy
need not be a member of the Company.

The attention of sharcholders who are members of the Company’s Field StafT is drawn to Section 33 (2) of the
Industrial Assurance Act 1923, which provides that no collector or superintendent shall be present at any
meeting of an Industrial Assurance Company.

The Register of Directors’ interests kept under the Companies Act 1967 will be open for inspection at the Meeting.
The Directors have no service contracts.
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Chairman’s Statement

The fact that this is the first annual statement to appear over my name as chairman gives me the opportunity
to thank my predecessor, Sir John Mellor, for the five vears’ service he gave as chairman. Those of us who
served with him owe him sincere gratitude for the way in which he led and guided our discussions, Happily,
he remains a member of the Board.

We have this year to say goodbye to Mr. Maurice Petherick, who retires by rotation and is not offering himself
for re-election. He has been a director for 18 years, and a deputy chairman for three of those years. We shall
remember him with affection, and with respect for his robust common sense and independence of mind. We
wish him very well.

During the year we have appointed as a director Mr, Bruce Goodman. Some of us have known him a long time
as he has been many years with Marks & Spencer, latterly as a vice-chairman and joint managing director. We
know that he will contribute, as indeed he has already done, materially to our proceedings,

When the Articles of Association were amended in May fast sharehoiders will remember giving power to grant
or make provision for pensions to Directors, former Directors, or the dependants of cither. At that time it
was said that it was not, under the then conditions, the intention to establish a scheme, and indeed to do so
would, under the Inland Revenue rules, have been virtually impossible.

The Revenue, following the 1970 Finance Act, has however changed its practice and in these circumstances it
was decided to introduce a scheme which came into force on 31st December last. The scheme provides for
example that an ordinary Director who has completed 15 vears’ service when he retires (and has attained at
least age 70) will qualify for a pension of a quarter of fees averaged over the three vears preceding retirement.

Following the change in Revenue practice, we felt that provision of this kind is essential if we are to obtain in
modern conditions the services of directors of standing,

In the year 1970 there was a substantial increase in premium income in all Branches. We are passing through
a period of unusually rapid expansion in the range of contracts which we supply to meet the differing needs of
individuals for life assurance cover, for a savings medium, and for general insurance of many kinds. The high
level of inflation naturally has had an adverse effect on our expenses, These factors amongst others make
increasingly important the function of forward planning and to this we have given, and are continuing to give,
special attention.

Ordinary Branch

In the United Kingdom the annual premium income from new business in the Ordinary Branch amounted to
over £16 millions, an increase of £900,000 compared with 1969. This increase reflected an improvement in
annual premiums from individual assurances combined with development of group pension scheme business.
The number of new individual policies issued increased by 10,000 to 201,000.
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Chairman’s Staternent continued

In May of last year we introduced the Pru-Plus Investment Plan, a ten year term with-profits endowment
assurance designed primarily as a savings contract from which a high interest yield can be expected. This has
produced an encouraging response particularly from those aged over forty.

Considerations for immediate annuities and single premiums amounted together to £74 millions, of which
£700,000 was in respect of Pru-Trust Life Bonds—single premium assurances linked to the Prudential Unit
Trust.

In our overseas branches annual premium income from new business increased by £} million to £8 millions.
Considerations for immediate annuities and single premiurns together rose by nearly £2 millionsto £34 millions;
a substantial proportion of this increase arose in our Canadian branch. There was a satisfactory increase in
new annual premiums in Australia and New Zealand and continued good progress in Singapore and Malaysia.

In three territories, however, there were unwelcome developments. In Zambia we have been prevented by
legislation from writing new business after the end of 1970, and our existing Ordinary Branch business, on which
the annual premium income is some £800,000, will be nationalised by the end of 1971.

Legislation in Uganda precluded the Company from issuing new policies there after 17th June 1970 except
through a locally incorporated subsidiary in which the Ugandan Government would take a 60 per cent. share-
holding. The premium income on our life business in Uganda was small, being £300,000 for the last full year
of operations, and we concluded that the potential for development there did not justify taking the action
required to remain in business.

in the Sudan our business is also being nationalised. We ceased to transact new business there in 1956 and

only some 100 policies are involved.

Pension Scheme Business

An important development affecting our group pensions business has been the recent introduction of a unit-
linked pension plan for the larger pension schemes. A new wholly owned subsidiary, Prudential Pensions Ltd.,
has been formed and has been authorised by the Department of Trade and Industry to transact this business
in Great Britain.

The new plan is to be used in combination with our group with profit deferred annuity policy. It enables part
of the pension contributions to be invested in either or both of two funds—an equity fund and a property fund—
and is designed to meet the needs of those employers who wish to direct a greater proportion of their pension
investment into the equity and property markets and to participate more directly in changes in the capital

values of those investments.

The change of Government last June caused the disappearance of the Crossman Plan for National Superannua-
tion and Social Insurance. The present Government is committed to a completely different approach to
national pensions and its stated aim is to encourage the provision of pensions through the medium of cccupa-
tional schemes. Any employees for whom * adequate ** pension provision is not available through such schemes
will be catered for by means of a Government fall-back scheme. Until the Government’s specific intentions
are published, particularly with details as to the standard of adequacy and the form the fall-back scheme is to
take, uncertainty must continue to have an inhibiting effect on our new business. Statements made on behalf
of the present Government indicate that occupational schemes will become the major partner in association
with the State for the provision of pensions. Prospects for the further development of our pension scheme
business are therefore encouraging,
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Chairman’s Statement continued

Industrial Branch

Life assurances effected in this Branch have for many years been whole life and endowment assurances similar
to those issued in the Ordinary Branch, the only essential difference being that premiums are collected at more
frequent intervals at the policyholders® homes. The average new policy now carries a premium of more than
£1 payable every four weeks and a sum assured of nearly £250.

Without home service, many people would not make any regular saving or provision for their dependants,
The demand for this service is demonstrated by the yearly premium income under new policies issued in 1970
which was nearly £15 millions—8 per cent. higher than for 1969—and by the total premiums collected in this
Branch during 1970 which amounted to no less than £88 millions.

The special Pru-Ten 10 year savings plan, which we introduced in this Branch last May, has proved popular
as a means of saving on very favourable terms for income tax payers who value home service.

The conversion to Decimal Currency of the large numbers of longstanding policies which carry small weekly
premiums posed unique problems. In practice the changeover has proceeded very smoothly. The Company
has however been involved in the provision of special training courses and payments have been made to the
Field Staff for the extra time devoted to altering the records of many millions of policies. It is estimated that,
since preparatory work began, conversion to Decimal Currency will have given rise to extra costs of nearly
£14 millions for all branches combined.

Bonus Declarations

The rates of bonus declared have already been reported in the Press. Details are given in the Valuation Report
of the Chief Actuary.

In the United Kingdom the rates of terminal bonus payable on assurances issued in both the Ordinary and
Industrial Branches becoming claims during the next twelve months have again been increased and have been
extended to include policies issued in 1969. The increase is smaller than that for last year, but it demonsirates
our intention that participating policies should share in profits, whether they arise from investment income or
appreciation of asset values, as fully as practicable without being exposed to the consequences of short term
fluctuations in market values. Although we give no guarantee, we expect to be able to maintain terminal
bonuses on the new scale for the range of policies concerned for claims arising in future years. Part of the
cost of the terminal bonuses has again been met by drawing on the margins in the value of our investments.
This has been effected by transferring to revenue from the Investment reserve accounts sums of £8.1 millions
in the Ordinary Branch (part of which has been used to improve bonuses on group pension and certain overseas
policies) and £8.1 millions in the Industrial Branch.

In order to illustrate the effect of these bonuses some examples are given below of the final outcome of partici-
pating Ordinary Branch endowment assurances issued in the United Kingdom for a sum assured of £1,000 and
maturing this year at age 60,

! |
Year of Sum | Reversionary | Terminal | Tatal Total
Issue assured ! bonuses | bonus | payment on premiums
i | ' maturity paid*
£ ! £ N - i £ £
1936 1,000 I 720 | 569 2,289 992
1946 1,000 I 585 446 { 2,031 1,059
1956 1,000 | 434 J‘ 240 | 1,674 1,094
|

*The net cost to the policyholders will have been the total premiums paid less life assurance relief of income tax.
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Chairman's Statement continued

General Branch

Premium income increased by over 15 per cent. and exceeded £50 millions for the first time, but unfortunately
an underwriting loss of £260,000 was incurred, as against a profit of £586,000 for 1969 on a comparable basis.

An analysis of the revenue account for the General Branch is shewn on pages 38 and 39,

In the United Kingdom the motor account sustained a considerable underwriting loss. The increases in
premiums introduced during 1970 proved insufficient to offset the continued rise in the number of accidents
reported and in the average cost of both accidental damage and third party claim settlements. It was therefore
thought desirable to increase the unearned premium reserve by a special provision of £500,000. A further
substantial increase in premium rates has been made in the current year.

The remainder of our business in the United Kingdom showed a satisfactory increase in premium income and
produced a good profit overall. The property account in particular did well, reflecting the continued absence
of abnormal weather conditions.

Overseas, a small underwriting profit was achieved overall while premium volume increased by 21 per cent,
The overseas content is now some 45 per cent. of the premium income in this Branch. Once again our premium
income in Canada increased substantially and a good underwriting profit was obtained. In Southern Africa
some heavy losses arose from such causes as storm, flood and earth tremors, and in Australia fire business
continued to be unprofitable. In addition these branches showed a deteriorating motor underwriting experi-
ence. On the continent of Europe we sustained considerable underwriting losses in Denmark and Italy but
elsewhere throughout the world underwriting experience generally showed an improvement.

Our marine business continues to be unprofitable and it has been decided to transfer £150,000 into the marine
and aviation account. Marine hull rates have recently been increased, but the revised rates will not influence
profits until the 1971 underwriting account closes in 1973.

Gross investment income, other than that allocated to long term contracts, increased to £3,155,000. After
allowing for the underwriting loss of £260,000, this provided after taxation a net surplus of £784,000 as against
£1,507,000 in 1969. (There were non-recurrent tax charges of some £300,000 in each vear.) No transfer
has been made to the additional reserve fund for 1970.

Dividends

A final dividend for 1970 of 1,95p per share has been declared and is payable on 20th May next. This dividend,
together with the interim dividend of 3d. (equal to 1.25p) paid in November last, makes a total dividend of
3.20p for the year. These dividends relate to the one class of share capital into which the old A and B share
capitals were transformed by appropriate resolutions at last year’s Annual General Meeting. The total
dividends paid for 1969, adjusted for the scrip issues made in connection with the capital reorganisation,
were equivalent t0 2.94p per share of the revised share capital, the actual payments being equivalent to 3.01p
per A Share and 2.43p per B Share. All these amounts are net of income tax,

Comparison with previous vears of the proportion of life profits allocated to policyholders is not readily
possible, since—following the capital reorganisation last year—no part of the capital of the Company now
appears in the Industrial Branch accounts. Allowing for this, the proportion is about the same as last year.

7

P00022303

1554-008



Chairman’s Statement continued

In the Budget statement on the 30th March the Chancellor proposed a reduction in the rate of Corporation
Tax to 40 per cent. for the financial year beginning the Ist April 1970. This change has not been reflected in
the Company's accounts as these had been prepared on the 42.5 per cent. basis and decisions had been taken
based on the results disclosed before the change was known. It has little effect however on the Company’s
overall tax position because of the predominance of our life business which has always been taxed under
arrangements different from those applicable to a normal trading company.

The proposal to reduce and eventually to abolish Selective Employment Tax is welcomed.

Investments

The marked improvement in Britain’s balance of payments position in 1970 was very welcome, but any beneficial
effect this might have had in security markets was more than offset by concern at the level of wage increases
and the resultant cost inflation which persisted throughout the year. The market prices of both ordinary
shares and long-dated fixed interest securities ended the year lower than a year previously. By way of contrast,
property investments have again shown some appreciation in value.

New investments for our United Kingdom fund totalied £153 millions, including the reinvestment of the pro-
ceeds of sales and redemptions, but excluding self-balancing switches of fixed-interest stocks. Of this amount
we invested £71 millions in Ordinary shares, £66 millions in property and £16 millions in fixed interest assets.
The difference between our gross and net investment amounted to £76 millions, which was the result of selling
£41 millions of government and municipal bonds, £19 millions of Ordinary shares, £6 millions of property
and £10 millions of debentures. During the year therefore we were net sellers of £35 millions of fixed interest
assets and net purchasers of £52 millions of Ordinary shares and £60 millions of properties.

Qur overseas branches made new investments (as defined above) of £36 millions, including £10 millions in
Government, provincial and municipal securities, £8 millions in Ordinary shares, £3 millions in property,
£4 millions in debentures and £11 millions in mortgages.

The yields on our funds fell from 7.85 per cent. to 7.81 per cent. in the Industrial Branch and from 7.01 per
cent. to 6.93 per cent, in the Ordinary Branch. These vields have been affected by our movement in the United
Kingdom out of fixed interest securities into Ordinary shares and property which, although in our view advan-
tageous in the long term, has currently reduced cur investment income.

As our overseas business expands, the growth of our overseas investments brings increasing problems and
responsibilities. 1 am pleased to record how greatly we value the help we receive from the local advisers on
the committees which guide the investment operations of our main overseas branches. We welcomed two
additional advisers—in Canada, Mr. Ronald W. Rankin, who has wide experience of investment in North
American property: and in Australia, Sir Allen Fairhall, who held a number of ministerial posts in Common-
wealth governments prior to his retirement from politics in 1969 and is now a director of a number of Australian
companies.

The Role of the Institutional Investor

Those shareholders who follow the financial press will undoubtedly have noticed increasingly widespread
calls on institntional investors to play a more positive part in promoting the effectiveness and competence of
the managements of companies in which they have shareholdings. You may be interested to know how we
see our role in this field, '
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Chairman’s Statement continued

Our primary function in respect of Ordinary share investments is to protect the interests of our own policy-
holders and shareholders. It can reasonably be argued therefore that, if we have doubts about a company’s
management, the proper reaction should be to sell our holding, but in our case this is unlikely to be possible.
Holdings of the size which are typical of our portfolio cannot be easily disposed of at acceptable prices particu-
larly where doubts have arisen about the adequacy of existing management. The fact that we are often one
of the largest shareholders in a company therefore makes it inevitable that we will be involved in many difficult
situations requiring intervention by shareholders. Our involvement in the past has usually arisen in this way
and such occasions have been much more frequent than the relatively few instances which have become a matter
of public comment. Indeed I would stress our conviction that problems of this nature often lead to delicate
and difficult negotiations, which will have a better chance of success if they can be conducted discreetly.

Though we have in the past always recognised the desirability of vigilance on the part of shareholders, we have
had cause to be apprehensive about political reaction to any strong display of influence exercised over com-
panies in which we have holdings. But during the last few years a different consensus appears to have emerged
that it would be in the best interests of the country if institutional investors were more vigorous in their efforts
to maintain efficient management in the companies in which they invest. This could also be in the best interests
of our own policyholders and shareholders and we accept that in practice the brunt of the increased effort
must be borne by the large institutions such as ourselves. At the same time we believe that many advocates
of more active intervention underestimate the difficulties met with in this field. We do not regard ourselves,
and neither should others, as having any particular expertise in the management of industrial companies.
Nevertheless, we are increasing our capacity to undertake and maintain closer relationships with companies
in which we invest. In this way we should acquire a better understanding of the problems of company
management.

Efficiency

In common with most other organisations, the Company had to meet increased costs of many kinds during 1970,
particularly staff salaries where we were faced with heavy claims from unions representing the office and the
field staff.

While these increases have had a substantial effect on the profitability of the business, we have during the year
with the co-operation of all concerned increased our efforts to improve efficiency, and the value of this work,
which we have been doing continuously over recent years, is now becoming evident. Notwithstanding increases
in our business, we have taken advantage of the natural wastage of staff and now employ fewer office staff than
a year ago, This result has come about partly by close attention to work methods and organisation and partly
by the major computer projects becoming effective after a long period of planning. The comprehensive
system dealing with Ordinary Branch policies is now fully productive and that for the Industrial Branch will
be in full operation before the end of this year., These developments will mitigate the effect of the general rise
in costs, but we regard them as steps in a continuing process and further measures are being actively examined.

We are also looking into the organisation of our Field Staff in the United Kingdom, on whom we rely for the
actual production and servicing of most of our business.

These efforts to arrange our affairs with the utmost economy are in the joint interests of policyholders, share-
holders and staff,

Management

Mr. A. 8. Clarke, a Deputy Actiiary, retired at the end of 1970 after more than 46 years’ service. In the last
25 years he has been concerned with our Ordinary Branch business in the United Kingdom and his wise guidance
has been of great value. Miss M. C. Allanach was promoted a Deputy Actuary and has taken over his duties,
She is the first woman to have become a member of the Management.
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Chairman’s Statement continued

Mr. G. W. Eley, an Assistant General Manager, retired in February 1971. He also started his career with the
Company more than 46 years ago and for many years has been concerned with the development of our General
Branch business overseas, His experience and judgment have contributed much to the Company’s affairs.
Mr. J. E. G. Inglish was promoted an Assistant General Manager to succeed him.

Mr, R. E. Artus and Mr. D, Sirkett have been promoted Senior Assistant Investment Managers. Mr. C. F.
Whitchorn has been promoted Deputy Senior Solicitor.

The prosperity of the Company stems from the aggregate of the efforts of individual members of the staff at all
levels. The impressive figures in the Report and Accounts lend force to the thanks and appreciation which
we extend to the staff at home and overseas for their contribution to the Company’s affairs. A special acknow-
ledgment should be made this year to the manner in which the staff at home—~-particularly those who provide
home service for Industrial Branch policies—have overcome so successfully the problems of conversion to

Decimal Currency.

K A USHERWOOD,

Chairman.

15th Aprif 1971,
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Directors’ Report for the year ended 31st December 1970

The principal activity of the Company and its subsidiaries is conducting insurance business of all classes in
the United Kingdom and overseas.

The Balance sheet total of the Company's assets is £2,306,025,000 (£2,153,005,000) and income from
all sources for 1970 amounted to £475,794,000 (£442,222,000).

Details of shares issued in connection with the amalgamation of the A and B share capital into one class of
shares are given in Note 1 on the Accounts on page 25.

The following information is in respect of the business of the Life and General branches of the Company
only and does not include figures relating to the Company’s subsidiaries unless specifically mentioned.

Accounts

Foliowing the changes in the capital structure the presentation of the accounts of the Company has been revised.
The supplementary information on pages 37 to 39 now given in addition to the Notes on the Accounts on pages
25 to 27 provides detailed information for shareholders and allows the Accounts of the three branches on pages
16 t0 21 to be presented in a simpler form. Comparative figures for 1969 have been adjusted to bring them into
ling with the form of presentation adopted for this year.

All amounts in the accounts, with the exception of the subsidiary’s accounts annexed on page 28, are shown
1o the nearest £1,000.

The Ordinary Branch

The Revenue account on page 16 shows that surplus for distribution was £67,604,000 (£61,126,000) and that
of this amount £64,055,000 (£57,795,000) has been allocated to policyholders for bonuses, leaving £3,549,000
(£3,331,000) for transfer to Profit and loss account.

New business for the year was

Number  Sums assured Annuities  Single premiums  Annual

of policies per annum and premium
or contracts Considerations  income
£000 £000 £000 £000
United Kingdom business
Assurances 196,465 1,046,832 — 1,132 10,013
Annuities 4821 — 37,049 6,527 6,156
QOverseas business
Assurances 67,100 388,041 — 242 6,315
Annuities 274 — 12,221 3,265 1,854
Total 268,660 1,434,873 49,270 11,166 24,338
11
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Directors’ Report continued T

vl
Business in force at the end of the year was r
1970 1969 i
United Kingdom Overseas United Kingdom Overseas !
£000 £000 £000 £000 [
Life assurance business l
Sums assured, including bonus 4,569,962 2,298,968 4,073,583 2,067,427 ! )
Annual preminm income 70,833 43,519 67,032 40,032 e
Deferred and contingent annuities
Amount of annuities per annum |
(including bonus and amounts i
to be purchased by future !
recurrent single premiums) 179,765 36,351 161,060 31,512 ;
Annyal premium income 33,015 6,875 30,023 6,172 5
Immediate annuities '
Amount of annuities per annum 16,066 1,653 14,474 1,285 ;
The Directors have declared the following bonuses on participating life assurance policies of classes issued in |
the United Kingdom, the Channe! Islands and the Isle of Man: i
A reversionary bonus at the rate of £3-25 per £100 sum assured. ;
| i
! A terminal bonus on policies issued in 1969 or earlier which become claims by death or maturity of r

endowment between 1st April 1971 and 31st March 1972 inclusive, at rates varying from £0-30 per £100
sum assured for policies issued in 1969 to £70 per £100 sum assured for policies issued in 1923 and
earlier.

Further details of these bonuses and those on all other classes of policy are shown in the Chief Actuary’s ,
Valuation report which appears on pages 30 to 36. ) “
|
The Industrial Branch j|
The Revenue account on page 18 shows that surplus for distribution was £44,029,000 (£42,339,000) and that l
of this amount £41,717,000 (£40,031,000) has been allocated to policyholders for bonuses, leaving £2,312,000 i
(£2,308,000) for transfer to Profit and loss account. 1
|
New business for the year was J
Number of policies Sums assured Annual premium income ‘
£000 £000 i
1,128,727 263,858 14,849 !
i
Business in force at the end of the year was |
1970 1969
£000 £000 ‘
Sums assured, including bonus 1,994,782 1,912,760 . M
Annual premium income 91,691 87,258 i
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Directors’ Report continued

The Directors have declared the following bonuses on participating policies:

A reversionary bonus at the rate of £2-60 per £100 sum assured.

A terminal bonus on policies issued in 1969 or earlier which become claims by death or maturity of
endowment between Ist April 1971 and 31st March 1972 inclusive, at rates varying from £0-30 per £100
sum assured for policies issued in 1969 to £70 per £100 sum assured for policies issued in 1923 and

eariier.

Details of these bonuses are shown in the Chief Actuary’s Valuation report which appears on pages 30 to 36.

The General Branch

The Revenue account on page 20 shows that net surplus was £784,000 which has been transferred to Profit and
loss account. In 1969 net surplus was £1,507,000 of which £750,000 was used to augment the Additional
reserve fund and £757,000 was transferred to Profit and loss account.

Premium income net of reinsurances for the year was

United Kingdom business
Overseas business

Total

Trusteeships

1970 1969
£000 £000
30,127 26,964
24,278 20,007
54,405 46,971

The amount of debenture and loan stocks for which the Company acts as trusiee exceeded £1,214,000,000

(£1,105,000,000) at the end of the year.

Geographical Distribution

The Company’s business for 1970 based on premium income was located as follows:

Ordinary
Branch
%

United Kingdom 679
Australia and New Zealand ' 101
Canada 11-5
South Africa 70
Other territories 35
100-0

13

Induystrial

Branch
%
1000

General
Branch
%
55-4
63
22:5
22
136

100-0
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Directors’ Report continued

Profit and loss account

The account on page 22 combines the transfers from the Ordinary, Industrial and General branches with other
items of income and outgo not dealt with in the accounts of the branches and the balances referred to in Note 3
on the Accounts on page 25.

Dividends for the year, net of income tax, total £6,528,000 (£6,000,000) and the special distribution, net of
income tax, made in accordance with the terms of the Capital reorganisation approved at the Annual General
Meeting held on 21st May 1970 amounted to £4,369,000 Icaving a balance of £659,000 (£4,362,000) to be carried
forward.

Dividends

The Directors have declared a final dividend for 1970 of 1-95p per share, net of income tax, payable on 20th
May 1971 to shareholders on the Register at close of business on 22ad April 1971. This dividend together with
the interim dividend of 3d. (1-25p) per share, net of income tax, paid in November 1970 represents a total
dividend of 3-20p per share for the year. The equivalent gross of this total dividend for 1970 calculated at the
appropriate rates of income tax of 41-25%/ for the interim and 38-75 % for the final dividend is 5-31p.

The total dividends, net of income tax, paid for 1969 adjusted for scrip issues in connection with the capital
reorganisation approved at the Annual General Meeting held on 215t May 1970 were equivalent to 2-94p per
share of the revised share capifal, the actual payments being equivalent to 3-0lp per A share and 2-43p per B
share. The equivalent gross of these dividends calculated at the income tax rate of 41-25%, was 5-00p, 5:12p
and 4-14p respectively.

In addition to the above, special distributions of 9-6d. and 4-43d., both net of income tax, were made to A and B
shareholders respectively on 28th May 1970 in accordance with the Special Resolution referred to in Note 3
on the Accounts on page 25,

Directors

The Directors retiring by rotation are Leslie Brown r1a, The Rt Hon Lord Coleraine rc and Kenneth Ascough
Usherwood cBe F1A, They offer themselves for re-glection.

Maurice Petherick also retires by rotation but does not offer himself for re-election.

Bruce Wilfred Goodman rca who was appointed a Director as from 9th July 1970 retires in accordance with
the Articles of Association and offers himself for election.

Charles Williani Allan Ray retired on 21st May 1970,

i, { N
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Directors” Report continued

Directors’ Shareholdings

According to the Register kept under Section 29 of the Companies Act 1967, Directors’ interests in shares of
the Company were as follows:

On 1.1.70 On 31.12,70
or subsequent appointment
Beneficially Held Other Interest Beneficially Held Other Interest

A Shares B Shares A Shares B Shares Shares of 1s. (5p) Shares of 1s. (5p)

1s. 1s. Is. 1s.

K A Usherwood 1,600 500 1,360 4,000 2,448
L Brown 1,600 2,000 5,280

D A Reid 71,798 5,000 296,631 115,236 535,734 ’
J A T Barstow 7,000 4,000 27,690 17,400 49,962
Lord Caccia 3,520 500 5,036 3,000
Lord Coleraine 1,600 500 3,480

W F Gardner 3,200 2,000 800 8,160 1,440
B W Goodman 2,000

(appointed 9.7.70)

Sir J N Hogg 1,000 200 4,420 2,040 7,956
Sir J § P Mellor 30,640 10,000 67,152

R E Montgomery 1,600 500 3,480

M Petherick 8,000 7,500 23,400

F M Redington 1,600 500 3,480

None of the Directors has an interest in the shares of any subsidiary.
The total of the interests of the Directors and their families does not exceed 5 per cent. of the share capital of
or voting control of the Company.

Employees

The average number of persons employed by the Company and its subsidiaries in the United Kingdom in each
week of 1970 was 24,618 and the aggregate remuneration paid or payable in respect of these employees during
1970 amounted to £39,841,238,

Donations

During the year £37,983 has been given by the Company and its subsidiaries for charitable purposes in the
United Kingdom and £8,804 overseas.

Auditors

Deloitte & Co., the present Auditors of the Company, are willing to continue in office.

K A USHERWOOD,
Chairman,
Holborn Bars
15th April 1971
15
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Ordinary Branch Life Assurance Business

Revenue Account o Balance Sheet
for the year ended 31st December 1970 31st December 1970
1969 1969
£000 £000 ' £000 2000
Income :.". _ Funds
Contingency fund 14,000 14,000
Premiums 161,941 1 49"‘?2 : Life assurance fund 1,398,580 1,282,593 -
Consideration for immediate annuities 4,559 54 5
Investment income (see note 9 and page 37) 90,293 83-;{)5 f 1,412,580 1,296,593
Transfer from investment reserve account (see note 12) 8,100 Sy 2
_— —— =
Total income 264,893 244,567 f
A I & Investments
Outge British Government and British Government guaranteed securities 102,075 128,403
. 94,204 85,738 Other fixed income securities 336,975 325,089
Clalm.s .and surrenders (see page 37) o 1473 Ordi stocks and shares 1T 486 331264
‘Co“‘n““.‘“. 5776 9.124 Prudential Unit Trust units 3,193 1,382
Ex nscsmu 19'-“7 18,092 Freehold and leasehold properties, rent charges and ground rents 316,986 255,747
Sell:::tive employment tax 639 607 Mortgages on property 181,208 174,968
Taxation (see note 10) 9,964 9,155 Loans on Company's policies and other loans 66,907 59,298
Decrease in book value of investments related to linked business 554 228
Total outgo 151,870 137,717 Subsidiaries (see note 13)
Fixed income securities 2,753 1,255
Excess of Income over Outgo 113,023 106,850 Ordinary stocks and shares 13,716 : 7.821
Provision for increase in liability to policyholders 45,272 45,706 1,402,299 1,285,227
' Current assets
67,751 61,144 " anse
Surplus for year Deposits at interest at home and abroad 826 8¢
. Commission paid in advance 5,809 5,170
last 1,143 Li2s i i , .
Surplus carried forvard tisis y:\i 1,290 1,143 Outstanding premijums 5,786 4,181
b Outstanding and accrued interest, dividends, rents and fees 14,822 13,927
. 147 18 Amounts due from subsidiaries 12 10
deduct increase Tax recoverable 3,066 5,737
Other debtors 1,377 3,369
istributi 67,604 61,126 » R
Surplus for distribution Balances at Bankers and cash in hand:
', . 055 57,795 Deposits (including sterling certificates of deposit) 21,127 11,969
Provision for policyholders® bonuses 64, Cutrent account and cash in hand 1624 Pt
22, 3,549 3,331 —_— -
Balance to Profit and loss account (page 22) L 436,748 1.132.185
Less:
Current Liabilities
Fund Account OA:ntstan ndin s claims 11,319 9,993
uities due and unpaid 3 16
for the year ended 31st December 1970 Outstanding commission and expenses 2144 - 1,998
Premiums received in advance 1,547 1,203
. Amounts due to subsidiaries 1,271 486
Amount of fund at beginning of year 1'282’35;3 L1 7%;;; - Promissory notes in overseas currencies (see note 9) 10,444 4,166
Fxchange adjustment (see note 8} » Unsecared loans in overseas currencies (see note 9) 11.530 11497
—_ —_— Other creditors 5,882 6,233
1,289,106 1,179,074 ’ ,
add increase in surplus carried forward 147 13
1,289,253 1,179,092 44,168 35,592
1,412,580 296,
Increase in fund for year: 1,296,593
Provision for increase in liability to policyholders 45,272 45,706 e — ——
Provision for policyholders’ bonuses 64,055 57,795
Amount of fund at end of year 1,398,580 1,282,593
—————— —————
16
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Industrial Branch i Assurance Business

Revenue Account Balance Sheet
for the year ended 31st December 1970 31st December 1970
1969 1969
: £000 £000 £000 £000
Income
Premiums 88,162 84,418 i
i Investrnent income (see note 9 and page 37) 55,383 53,826 Contingency fund 21,500 21,500
% Transfer from Investment reserve account (see note 12) 8,100 - 8,200 Life assurance fund 743,665 720,787
b E— - F . - -
i Total income 151,645 146,444 * 765,165 742,287
.% —_— — =
1 Outgo
E Investments
9 Claims and surrenders (see page 37). 85,320 78,355
Expenses 28,584 25,723 - ; British Govment and British Government guaranteed securities 160,396 171053
1 Sclective employment tax 1,442 1,368 - Other fixed income securities 142,316 146,725
3 ! Taxation (see note 10) 11,109 10,863 B 5 Ordinary stocks and shares 256,299 232,814
X [ 3 Frechold and leasehold properties, rent charges and ground rents 146,320 142,075
Total outgo 126,455 116,509 Mortgages on property 42,005 40,665
- P —— Qther loans 4,867 3,271
:}:1 Excess of Income over Ouige : 25,190 29,935 Subsidiaries (see note 13)
Provision released on reduction in liability to policyholders © 18,612 12,443 Ordinary stocks and shares 670 181
Surplus for year 43,802 42,378 752,963 736,784
Surplus carried forward last year 2,025 1,986
this year 1,798 2,025 Current assets
deduct increasefadd decrease +227 --39 Outstanding premiums 267 426
Cutstanding and accrued interest, dividends, rents and fees 5,729 6,226
Surplus for distribution 44,029 42,339 Amounts due from subsidiaries 11 1
Tax recoverable 2,972 3,563
Provision for policyholders’ bonuses 41,717 40,031 Other debtors 1,029 1479
Balances at Bankers and cash in hand:
Balance to Profit and loss account (page 22) 2,312 2,308 Deposits (including sterling certificates of deposit) 6,507 5836
Current account and cash in hand 3,351 562
772,829 754877
Less:
Current linbilities and for 1969 A share capital (see note 1)
A share capital 5,000
Outstanding claims i ’803
1 Fund ACCOunt Outstanding commission and expenses 659
1 Amounts due to subsidiaries 193
I for the year ended 31st December 1970 Other creditors £95
Amount of fund at beginning of year 720,787 693,160 7,664 12,590
add increase/deduct decrease in surplus carried forward - 227 +39 765,165 742,287
720,560 693,199
Increase in fund for year:
Provision released on reduction in lizbility to policyholders —18,612 — 12,443
Provision for policyholders’ bonuses 41,717 40,031
Amount of fund at end of year 743,665 720,787
P ER— —

18 19
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Revenue Account

for the year ended 31st December 1970

Income

Premiums
Investment income allocated to long term funds (see page 37)

Total income

Outgo
Claims
Commission
Expenses

Selective employment tax
Overseas taxes other than on profits

Total outgo

Excess of Income over Outgo
Provision for increase in liability to policyholders

Gross Underwriting Loss (/959 Profit)
Investment income (other than allocated to long term funds) (see page 37)

Gross surplis
Taxation (see note 10)

Net surplus for the year
Transfer to Additional reserve fund

Balance to Profit and loss account {page 22)

Fund Account

for the year ended 31st December 1970

Amount of fund at beginning of year
Exchange adjustment (see note 8)

Increase in fund for year:
Provision for increase in liability to policyholders

Amount of fund at end of year

A detailed statement of General branch business appears on pages 38 and 39.

20

54,405
250

54,655

31,691
7,461
11,896
313
276
51,637

3,018
3,278

260
3,155

2,895
2,111
784

784

22,899

320

23,219

3,278

26,497

General Brancg nsurance Business

1969

Balance Sheet
31st December 1970

£000

46,971
246

47,217

26,891
6,566
10,216
298
221
44,192

3,025
* 2,439

386
2,845

3431
1,924

1,507
750

757

20,505
—45
20,460

2,439

22,899

Funds

Contingency fund
Insurance fund
Additional reserve fund

Investments

Other fixed income securities
Ordinary stocks and shares
Property

Mortgages on property
Other loans

Subsidiaries (see note 13)

Ordinary stocks and shares

Current assets

Deposits at interest at home and abroad

Agents’ balances

Outstanding premiums

Qutstanding and accrued interest, dividends, rents and fees
Amounts due on reinsurance account

Amounts due from subsidiaries

Other debtors

Balances at Bankers and cash in hand:

Deposits

Current account and cash in hand

Less:
Current lisbilities and for 1969 B share capital (see note 1)

B share capital

Outstanding claims

Qutstanding commission and expenses
Premiums received in advance
Amounts due on reinsurance account
Amounts due to subsidiaries

Taxation

Other creditors

British Government and British Government guaranteed securities

21

1,000
26,497
7,900

35,397

7,357
24,238
10,721
205
1,764
1,032

2,004

47,321

1,005
1,645
7,540

431
2,626

392

3,516

65,516

23,193
1,816
224
1,590
52
2,136

30,119

35,397

1,108

1969

P00022314

£000

1,000
22,899
7,900

31,799

7,356
21,333
10,100

33

1,224

305

2,000

42,351

1,562
1,447
5,642

2,231
428
427

2,806
831

38,134

1,000
19,704
1,345
198
1,286

1,391

1,380

26,335

11,799
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for the year ended 31st December 1970

£000
Balance at heginning of year (see note 3) 4,362
Transfer from Ordinary branch revenue account 3,549
Industrial branch revenue account 2,312
General branch revenue account 784
Interest on deposits with Ordinary and Industrial
branches 250
Investment income 710
Trustee and executor fees 150
12,117
Less:
Expenses 95
Taxation (see note 10) 466
Special distribution (see note 3) 4,369
(equivalent gross £7,437,000)
Interim dividend 2,550
(equivalent gross £4,340,000—1969 £3,901,000)
Final dividend 3,978
(equivalent gross £6,495,000—1969 £6,312,000)
11,458
Balance at end of year 659

Profit and Loss Account of the Company

1969

£000
3,736
3,331
2,308

757

351

132

10,615

57

196

2,292

3,708

6,253

4,362

The certificates and notes on pages 24 to 27 form

P00022315
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Capital, Reserves and Funds

Capital (see note 1):
Authorised 250,000,000 Shares of 1s. each {5p)
—1969 120,000,000 Skares of Is. each

Issued and fully paid 204,000,000 Shares of 1s. each (5p)
—1969 100,000,000 A Shares of Is. each
20,000,000 B Shares of Is. each

Profit and loss account
Special contingency fund (see note 2)
Ordinary branch funds
Industrial branch funds
General branch funds

Investments

British Government and British Government guaranteed securities
Other fixed income securities

Ordinary stocks and shares

Prudential Unit Trust units

Freehold and leasehold properties, rent charges and ground rents
Mortgages on property

Loans on Company’s policies and other loans

Subsidiaries (see note 13)

Fixed income securities
Ordinary stocks and shares

Current agsets

Deposits at interest at home and abroad

Agents' balances

Commission paid in advance

QOutstanding premiums

Outstanding and accrued interest, dividends, rents and fees

Amounts due on reinsurance account

Amounts due from subsidiaries

Tax recoverable

Other debtors

Balances at Bankers and cash in hand:
Deposits (including sterling certificates of deposit)
Current account and cash in hand

{Market value of total assets £2,701,482,000—7969 £2,633,199,000) (see note 11)

Less:
Cwrent liabilities

QOutstanding claims
Annuities due and unpaid
Outstanding commission and expenses
Premiums received in advance
Amounts due on reinsurance account
Amounts due to subsidiaries
Promissory notes in ovetseas currencies (see note 9)
Unsecured loans in overseas currencies {see note 9)
Other creditors
Final dividend
(equivalent gross £6,495,000— 7969 £6,312,000)

ges 24 10 27 form an integral part of these accounts,

23

Balance Sheet of the Company
31st December 1970

12,500

10,200

659
4,858
1,412,580
765,165
35,397

2,228,859

269,828
511,372
652,267
3,193
463,511
225,067
72,806

2,753
16,540

2,217,337

1,831
1,645
5,809
13,593
21,165
2,626
463
4,140
3,145

31,150
3,121

2,306,025

36,523
31
4,753
1,771
1,590
2,128
10,444
11,530
4,418
3,978

77,166

2,228,859

S pp——

1969

£000

5,000
1,000
4,362
8,904

1,296,593

742,287
31,799

2,089,945 |

309,687
495 465
577,657
1,382
397,855
216,857
62874

1,255
10,052

2,073,084

1,642
1447
5,170
10,249
20,567
2,231
439
8,046
5,531

20,611
3,988

2,153,005

31,500
16
4,002
1401
1,286
710
4,166
11497
4,774
3,708

63,060

2,089,945

—————
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Certificates to the Accounts

I certify that in my opinion the aggregate amount of the liabilities of the Company in relation to its long term
business at 31st December 1970 did not exceed the aggregate amount of those liabilities as shown in the
Balance sheet.

R S SKERMAN, Chief Actuary.

We certify that:

(1) in our opinion the value of the Company’s assets at 31st December 1970 was in the aggregate at least
equal to the aggregate of the amounts thereof shown in the Balance sheet. For the purposes of this certificate
values of the quoted Stock Exchange securities have been taken at middle market prices as at that date and the
values of other assets have been estimated by the Directors,

(2) in our opinion the aggregate of the market values at 31st December 1970 of the Company’s realisable
domestic assets, all free from mortgage or charge, was at least equal to the aggregate of the values at that time
of the Company’s domestic liabilities as defined in Section: 65(9) of the Companies Act 1967,

(3) the agpregate amount of the premiums relating to general business included in the Revenue accounts is
£51,113,212 (this figure excludes premiums relating to long term business),

{4) the amount of the minimum solvency margin applicable to the Company in the period immediately following
the end of the financial year 1970 was £5,361,321,

(5) in our opinion the aggregate of the amounts of the Company’s assets as stated in the Balance sheet exceeded
the Company’s liabilities at 31st December 1970 after taking into account all prospective and contingent
liabilities but not liabilities in respect of share capital by £24,616,953,

(6) in our opinion the fund at the end of the year in relation to marine, aviation and transport business trans-
acted in the current year was sufficient to meet all the liabilities outstanding at 31st December 1970 in relation to
that business (including those in respect of risks to be borne by the Company after 31st December 1970 in
relation to that business),

{7) in our opinion the funds at the end of the year in relation to marine, aviation and transport business trans-
acted in the last preceding year and in previous years were each sufficient to meet all the liabilities outstanding at
31st December 1970 in relation to the relevant business,

(8) in our opinion no part of the Ordinary life assurance fund, the Industrial life assurance fund, the Long
term sickness and accident insurance fund or the Sinking fund insurance fund has been used directly or indirectly
for any purpose for which it should not have been used having regard to the provisions of Section 3 of the
Insurance Companies Acts 1958 to 1967 and to the Articles of Association of the Company,

R H OWEN, Chief General Manager. K A USHERWQOD, Chairman.
R 8 SKERMAN, Chief Actuary. L BROWN, Director.
H G CLARKE, | COLERAINE, Director.

- Joint Secretaries.
A F MURRAY, j.

15th April 1971.
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Notes on the Accounts

1 At the Annual General Meeting held on 21st May 1970 resolutions were passed to increase, as at 3th June
1970, the authorised capital by 130,000,000 shares of 1s. each (5p) of which 84,000,000 were to be
issued as fully paid up shares by capitalising £4,200,000 from the Special contingency fund. Of the new
fully paid up shares 80,000,000 were issued to the A shareholders on the basis of four for five A shares and
4,000,000 to the B shareholders on the basis of one for five B shares both in respect of holdings at the close
of business on 23rd April 1970, As from 5th June 1970 all shares rank pari passu in all respects without
distinguishing letters.

The capital of the Company is liable in respect of contracts in all branches of the Company’s business.

For the purposes of 1969 comparative figures the A share capital and the B share capital have been grouped
with current liabilities in the Industrial and General branch Balance sheets respectively.

The market value of Prudential shares at 6th April 1965 relevant to the calculation of long term capital
gains adjusted for the above issue of new shares is now:

Shares 1s. each {5p) in respect of A shares in issue prior to 10/3/65 81-425p
Shares 1s. each (5p) in respect of 3 for 1 capitalisation of A shares on 10/3/65 81-075p
Shates 18. each (5p) in respect of B shares T1-34p

2 The balance of the Special contingency fund of £4,858,000 (£8,904,000) is after capitalising £4,200,000 (nil)
(Note 1), charging expenses of £38,000 (#i]) in this respect and crediting net investment income of £192,000
(£3659,000).

3 In the Profit and loss account on page 22, balances standing to the credit of the Shareholders’ account (A
shares), the Shareholders’ account (General branch) and the General branch Profit and loss account at 1st
January 1970 amounting to £3,745,000, £493,000 and £124,000 respectively have been consolidated and are
represented by the amount of £4,362,000 shown as Balance at beginning of year. The comparative figures
for 1969 have been prepared in the same way but in addition the amounts of the interim and final dividends to
A and B shareholders for that year have been amalgamated.

The special distribution of £4,369,000 was made on 28th May 1970 in accordance with Special Resolution
No. 2 passed at the Annual General Meeting held on 21st May 1970 from the balances of the shareholders’
accounts together with £131,000 pet interest accruing to the Shareholders’ account (A shares).

4 The Company is commiited to capital contracts for settlement after 31st December 1970 of £3,600,000
(£5,710,000) and expenditure authorised but not contracted for of £35,000 (£60,000). Also, certain
guarantees have been given by the Company in respect of retirement benefits for the Stafl and benefits
for their relatives and dependants.

5 The aggregate amount of the Directors’ emoluments for the year, including emoluments from subsidiary
companies was £77,916 (£78,500). In addition a contribution of £25,000 (»if} has been made to the pension
scheme for Directors.

The emoluments of each person who has been Chairman during the financial year so far as attributable to
the period during which he was Chairman were Sir J S P Mellor £5,852 (£75,000) and Mr K A Usherwood
£9,148 (ril).

The emoluments of all Directors were as follows:

Over Upto Number of Directors
£ £ 1970 1969
— 2,500 1 —_
2,500 5,000 9 7
5,000 7,500 — 4
7,500 10,000 3 I
10,000 12,500 } —
12,500 15,000 - !

25
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Notes on the Accounts confinued

Corporation tax
Less Double taxation relief

Over
£

10,000
12,500
15,000
17,500
20,000
22,500
25,000

Up to

12,500
15,000
17,500
20,000
22,500
25,000
27,500

- |
~ 1w

6 Employees in the United Kingdom whose emoluments exceeded £10,000 in the financial year were as

Number of Employees

7 The remuneration of the auditors for the year was £81,701 (£69,155) of which £49,701 (£41,655) related
to that payable to local auditors overseas.

8 Life, fire and accident business transactions in overseas currencies have been included in the accounts at
the rates of exchange ruling on 31st December 1970 and the funds brought forward at the beginning of the
year in the Ordinary and General branch accounts on pages 16 and 20 respectively, have been adjusted
for the difference in the rates of exchange at the beginning and end of the year.

Currency liabilities overseas including loans from overscas bankers, promissory notes and unsecured loans
in overseas currencies are, with minor exceptions, covered by corresponding currency assets and these
liabilities and assets (other than those subsequently mentioned) have been converted at rates of exchange
ruling on 31st December 1970. The book values of certain investments in overseas currency held at Chief
Office partly on Chief Office investment account and partly as cover for overseas liabilities, other than the
shareholding in the American subsidiary referred to in note 13 which is included at dollar cost converted
to sterling at the rate of exchange ruling on 31st December 1970, have been based on the rates of exchange
ruling on the dates of acquisition.

QOverseas interest received or paid by the Company’s Chief Office and overseas currency transactions
included in the marine, aviation and transport account have been brought in at rates of exchange based on
those ruling on the dates of the respective transactions. The profit on exchange in the marine, aviation and
transport account, noted in the analysis of General branch insurance business on pages 38 and 39, arises from
the revaluation of currency assets at the rates of exchange ruling on 31st December 1970.

9 Investment income is shown less amounts written off terminable securities and after payment of interest
of £1,325,000 (£1,595,000) and £ nil (£2,000) by the Ordinary and Industrial branches respectively,
on bank loans, promissory notes and unsecured loans. The promissory notes and unsecured loans in overseas
currencies shown under current liabilitics in the Balance sheets fall due for settlement by 1975 and 1974

10 Taxation, as detailed below, including Schedule F tax on dividends has been charged on all profits and
income earned to date at the corporation tax rate of 42-5%; and the income tax rate of 41-25 % (38-75%; for
Schedule F tax on the final dividend) less appropriate reliefs. The amounts charged include in the Ordinary
branch £1,300,000, Industrial branch £900,000 and General branch £300,000 Schedule F income tax attri-
butable to the special distribution paid in 1970.

Adjustment for prior years

Ordinary branch Industrial branch General branch Profit and loss
1970 1969 1970 1969 1969
£000  £000 £000  £000 £000
435 1450 2,216 2,949 1,303
137 136 194 224 465
298 1,314 2,082 2,725 838
7,245 5,730 8,896 7,968 601
2,383 2,157 270 240 465
8 —45 —139 —70 20
9,964 9,155 11,109 10,863 1924

26

The close company provisions of the Income and Corporation Taxes Act 1970 do not apply to the Company.

AV PG

e

oo

et o Y R

0 g A S RS e b e o

P00022319

1554-024



Notes on the Accounts continued

i1

12

13

14

The market value of the total assets shown on the Balance sheet of the Company on page 23 is based on
market quotations where available (allowing 75% of dollar premium where appropriate) and in all other
cases on values estimated by the Directors. No allowance has been made for any tax on capital gains that
would arise if the assets were realised at the value shown.

Profits and losses on realisation of assets together with adjustments to book values and exchange differences,
other than exchange differences on marine, aviation and transport insurance business, less any relative taxes,
have been carried to Investment reserve accounts out of which transfers have been made to revenue accounts.
The balances of the Investment reserve accounts have been applied in arriving at the Balance sheet values
of assets.

Particulars of subsidiary companies are as follows:
Name Class of Share held Proportion  Country of
held Incorporation
(g} Prudential Unit Trust Managers Limited Shares £1 100%; England
() Murray & Co. Limited Common Shares n.p.v. 1009, Canada
Prudential Australian Superannuation Limited Shares 32 1009, Australia
The Prudential Insurance Co. of Great Britain
(located in New York) Shares $100 10094 U.S.A.
Societa Italo-Britannica di Assicurazioni s.r.l. Shares 1009 Italy
(c) City of London Properties Pty. Limited Shares $2 100%; Australia
The Mercantile and General Reinsurance Company Shares £1 80-6%1
Limited 1 “A> Shares £1 49397 Scotland
Paramet Corporation Limited Common Shares n.p.v. 10057 Canada
Partin Investiments Limited Ordinary Shares 2s. 10057 England
Prudential Nominees Limited Shares £1 1009, England
Riccarton Mall Limited Ordinary Shares $1 100%;, New Zealand
R.P.D. Investments Limited Ordinary Shares 1s. 1009, England
Stockiund Property Limited Shares £1 100%; England
{d) Prudential Pensions Limited Shares £1 1005, England

The accounts of the subsidiary under (a} above, which manages the Prudential Unit Trust, are annexed on
page 28,

The accounts of the subsidiaries under (b) above have not been included in the group accounts as the
amounts involved are insignificant. Based on the rates of exchange ruling on 31st December 1970 the net
ageregate amount of profits for these subsidiaries are:

For 1970 For previous years
£ £
69,102 1,747,618 (not included in the Company’s accounts)
53,698 44,125 (included in the Company’s accounts)

With the approval of the Department of Trade and Industry the group accounts do not include the accounts
of the subsidiaries under (¢) above and the particulars of such subsidiaries otherwise required to be given in
accordance with paragraphs 15(4) and (6) of the Eighth Schedule to the Companies Act, 1948 are omitted.

The Company’s holding in The Mercantile and General Reinsurance Company Limited is, except for direct
holdings of 5-5%; of the Shares £1 and 7-6 %, of the “A” Shares £1, through Mercantile and General Reinsur-
ance (Holdings) Limited, a company incorporated in England. The whole of that company’s share capital,
consisting of Ordinary Shares £1 is held partly in the Ordinary branch and partly in the General branch,
The businesses carried on by The Mercantile and General Reinsurance Company Limited and its subsidiaries
do not principally affect the amount of profit of The Prudential Assurance Company Limited or the amount of
its assets and in view of the number of subsidiaries involved details relating to individual companies are
not shown.

Prudential Pensions Limited under (d) above was incorporated on 26th October 1970 and the first accounts
will cover the period ending 31st December 1971,

The Company, in its investment portfolio, holds shares in 44 companies, other than subsidiaries, in which
the holding of at least one class of equity shares exceeds in nominal value one tenth of the nominal value
of the issued shares of that class. The businesses carried on by these companies do not principally affect
the amount of the profit of the Company or the amount of its assets and in view of the number involved
details relating to individual companies are not shown.
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Accounts of Subsidiary Company

Prudential Unit Trust Managers Limited

Profit and Loss Account
for the year ended 31st December 1970

1969
£ £
Interest 4,008 7,418 Balance brought forward
Balance carried to Balance sheet 19,695 10,188 Loss arising from the management of
the Prudential Unit Trust
Auditors’ remuneration in respect of
the company
£23,703 £17 606
Balance Sheet
as at 31st December 1970
1969
£ £
Authorised and Issued capital-— Preliminary expenses not written off
50,000 Shares of £1 each, fully paid 50,000 50,000 Current assets—
Less Balance of Profit and loss account 19,695 10,188 Stock of units at cost
Amount due from Parent company
30,305 39,812 Other debtors
Current habilities— Balance at Bankers
Amount due to Midland Bank Ex-
ecutor and Trustee Co, Ltd. for
creation of units — 48,258
Amount due to Parent Company 6,847 —
Other creditors 4,195 8,180
£41,347 £96,250

This Company is a wholly owned subsidiary of The Prudential Assurance Company Limited.
Sales of new and repurchased units during the year realised the sum of £2,275,845 (£2,901,858).

The operating loss for the year of £13,265 (£17,356) does not include any charge for preliminary expenses (£5,871).

Losses for taxation purposes available against future profits are estimated at £18,000.
Comparative figures for 1969 are for the period 5th August 1968 to 31st December 1969,

1969
£ £
10,188 — ;
13,265 17,356
250 250 ;
£23,703 £17,606 ':
- ;
¥
1969
£ £
2,289 2,289
840 17,903
- 40,382
6,968 3,538
31,250 32,138
£41,347 £96,250
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Report of the Auditors
to the members of
The Prudential Assurance Company Limited

In our opinion the accounts set out on pages 16 to 28 comply with the provisions of the Companies Acts,
1948 and 1967 applicable to insurance companies.

The accounts of certain subsidiaries have been audited by other auditors.

No part of any fund has been applied, directly or indirectly, for any purpose other than the class of business
to which the fund is applicable. We have examined the methods of apportioning the expenses of management
and in our opinion the apportionment of these expenses between the Industrial and other Branches of the
Company’s business has been made on a fair and equitable basis.

DELOITTE & CO.,
Chartered Accountants.
London

15th April 1971
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Valuation Report

To the Directors of The Prudential Assurance Company Limited,

I have ihe honour to submit my report on the valuation as at 3ist December 1970 of the life assurances and

annuities and other insurance contracts of the Company.

Ordinary Branch

The number of contracts in force was 2,552,777 producing an annual premium income of £154,241,558, Sums
assured with bonuses amounted to £6,868,929,511; deferred and contingent annuities with bonuses amounted
to £216,116,341 per annum including amounts of annuity to be purchased by future recurrent single premiums.

Annuities in course of payment amounted to £17,718,639.

The interest earned in 1970 represents a gross rate of £6-93 per cent on the Ordinary branch fund,

The methods of valuation used for the main classes of assurance business other than investment linked business

were:

Business issued in the United Kingdom, The net premium method valuing net premiums
the Channel Islands and the Isle of Man calculated on the valuation basis

Business issued in other territories The meodified net premium method valuing net

premiums calculated on the valuation basis
with an addition to allow for part of the

initial expenses.

For income and other temporary benefiis the net liability was based on the premiums paid.

The tables of mortality used for assurances were:

Business issued in:

United Kingdom, the Channel Islands, the
Isle of Man, Australia, New Zealand and A1949/52 Ult
Canada without-profits issned after
31st December 1960

South Africa and Rhodesia SAS56/62 Ult
Kenya, Tanzania, Uganda and Zambia }
Canada: Without-profits issued before - A1924/29 Ult

st January 1961 and with-profits

Other territorics A1924/29 Ult
with a rating up of 3 years

The net rates of interest assumed for assurances were:

Business issued in:
United Kingdom, the Channel Islands and the Isle of Man:

With-profits
Without-profits

Australia and New Zealand
Second Series
Other

30
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Rate of interest

23%
3%

3%
A%
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Vajuation Report continued

Ordinary Branch continued
Canada: . Rate of interest
Without-profits issued after 31st December 1960 319
Other 3%
South Africa, Rhodesia and Zambia:
With-profits: 1st Series 3%
2nd Series: Retirement Fund 31%
Other 3%
Without-profits 4%,
Kenya, Tanzania and Uganda:
With-profits 1%
Without-profits 33%
Other territories 3%

For assurances the whole of the difference between the value of the future office premiums and the value of the
future net or modified net premiums has been reserved for future expenses and profits,

Deferred annuities have been valued for the period of deferment by the A1949/52 Ult table of mortality with a
rating down of one year in the age. Deferred annuities for the period after deferment and immediate annuities
have been valued by the a(55) Ult tables of mortality with additions to the values of the annuities of 3} per cent
for those issued in the United Kingdom, the Channel Islands and the Isle of Man and of 3 per cent for those
issued in other territories as provision for future expenses of paying annuities and for the increasing longevity
of annuitants.

The rates of interest assumed for annuities were:

Other territories

South Africa, {with the
United Kingdom, Rhodesia, exceptions stated
Channel Islands Zambia, Kenya, below for
and Australia Tanzania and certain business

Isle of Man and New Zealand Uganda issued in Canada)
Deferred annuities:

With-profits:
Individual 33% — — 3%
Group 23% — 3% 3%
Pension-unit schemes 419, — _— —
Without-profits:
Pension business:
Individual 43 % — — _
Group A — — —
General business, individual
and group:
During deferment K5 378 o o o
A
After deferment 4% #% 3% 3%
Immediate annuities 549 34% 5% 34%
Annuities certain 339 — — —

For without-profits deferred annuities without surrender values secured by single premiums after 31st December
1966 in Canada the rate was 5} per cent during deferment and 4 per cent after defermefit. For immediate
annuities purchased, or vesting from with-profit group business, after 31st December 1966 in Canada the
rate was 54 per cent.
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Valuation Report coninued

Ordinary Branch continued

For individua! deferred annuities and for pension-unit schemes the net premiums valued were calculated on the
valuation bases, For group deferred annuities secured by annual premiums the net premiums valued were
95 per cent of the office premiums. For group deferred annuities secured by recurrent single premiums the
benefit valued was the amount of annuity purchased by premiums paid to date,

For investment linked benefits the net liability was based on the value at the 31st December 1970 of the units
allocated. Assurance benefits included in investment linked contracts were valued as temporary benefits.

The equivalents in sterling of liabilities in other currencies have been calculated at the rates of exchange ruling
on 31st December 1970.

The foregoing bases of valuation incorporate changes in the tables of mortality used for assurances issued in
the United Kingdom, Channel Islands and the Isle of Man from A24/29 Ult to A49/52 Ult and for assurances
issued in South Africa and Rhodesia from A24/29 Ult to SA56/62 Ult. For business issued in South Africa,
Rhodesia and Zambia the rate of interest assurmed was altered, for Retirement Fund business from 34 per cent
to 3% per cent, for without-profit assurances from 3% per cent to 4 per cent and for immediate annuities from
331 per cent to 5 per cent. There were several other changes of minor importance.

These changes would have reduced the liabilities on the 1st January 1970 by £4,400,000. T consider that the
Additional reserve should be decreased from £25,000,000 to £22,500,000. This reserveis held in respect of
revivals, options and general contingencies for which provision is not otherwise made and as a stabilising fund
to facilitate the declaration of equitable bonuses on the various classes of policies.

The result of the valuyation is as follows:

Ordinary branch fund subject to transfers out of surplus,

on 31st December 1970 £1,402,128,822
| Net liability under assurance policies £793,756,277
| Net liability under annuity contracts 520,077,164
Additional reserve 22,500,000

Total net liability 1,336,333,441

Surplus emerging at 31st December 1970 65,795,381

Add cost of bonuses allocated during 1970 in anticipation out of

surplus for that year 3,098,410

Total Surplus, including £1,142,781 brought forward from last year £68,893,791

I consider that for participating assurances issued in the United Kingdom, the Channel Islands and the Isle

of Man, part of the surplus should again be distributed by way of terminal bonuses varying with the duration
of the policies, that the rates of terminal bonus should be increased and that the years of issue to which they apply
should be exiended to include the year 1969. Although these terminal bonuses relate only to policies which
become claims in the ensuing year, I am of the opinion that, other than in exceptional circumstances, terminal
bonuses at these increased rates can be maintained on claims arising in later years on such policies issued prior
to 1970. The discounted cost of maintaining these bonuses calculated on the bases used in the valuation is
£72,000,000.

I also consider that terminal bonuses should be declared for participating assurances issued in Australia, South
Africa, Cyprus and Malta.

1 recommend that the following bonuses should be declared on participating policies:

(A) For assurance policies which become ¢laims by death or maturity between 1st April 1971 and 31st March
1972 inclusive terminal bonuses of which the following are examples:

(1) Policies issued in 1969 or earlier in the United Kingdom, the Channel Islands, the Isle of Man, and

Malta
Year of Issue: 1969 1961 1951 1941 1931 1923
} Rate per cent of sum or earlier

assured: 0-30 12-00 35-30 51-10 62-30 70-00
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Valuation Repori continued

Ordinary Branch continued

(2) Policies issued in 1968 or earlier in Australia

Superannuation
Year of issue: 1968 1961 1951
Rate per cent of sum or ¢arlier
assured: 0-10 1-20 320
(3) Policies issued in 1964 or earlier in South Africa
Whole Life Assurances
Year of issue: 1964 1961 1951 1940
Rate per cent of or carlier
sum assured: 040 160 720 1600

{4) Policies issued in 1968 or earlier in Cyprus

Year of issue: 1968 1961 1951
Rate per cent of
sum assured : 030 9-80 3260

®)

For policies issued in:

(@) the United Kingdom, the Channel Isiands, the Isle of Man and Malta

() Australia: First series: Superannuation
Other

Second series: Superannuation
Other

(¢) New Zealand: First series

Second series

(d) Canada: Registered
Other
(¢) South Africa: First series

Retirement Fund
Other

Second series:

(f) Rhodesia: First series
Retirement Fund

Other

Second series:

Kenya class
Other

(¢) Kenya:

(h) Pakistan
(i) Malaysia and Singapore

() Cyprus
Bonuses at the same rates as last year are recommended for closed
classes in Zambia, Tanzania, Uganda, Sudan, Palestine and India.

33

For assurance policies, except those of Ceylon class, reversionary bonuses at the following rates.

Other than
Superannuation
1968 1961 1951
or earlier
006 072 192
Other Assurances
1964 1961 1951 1940
or earlier
060 240 1080 2400
per cent of per cent of
sum assured existing bonuses
3-25 —
315 —
2:65 —_
220 220
1-90 1-90
225 —
1-45 1-45
2:20 2-50
2-10 2-40
3-00 1-40
2:425 470
2125 420
275 —
2425 2:425
2-125 2125
2-30 1-00
2:30 —
2-00 0-50
3-00 1-25
2-80 —
P00022326 :
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Valuation Report continued

Ordinary Branch continued

(C) For assurance policies of Ceylon class {(a closed class) a bonus on policies which become claims by death or
maturity between the 1st April 1971 and 31st March 1972 inclusive at the raie of 1-4 per cent of the sum
assured for each 31st December on which the policy was in force subsequent to the 31st December 1965.

() For individual retirement annuity policies, reversionary bonuses on annuities not yet commenced at the
following rates per cent of the annuity being purchased, for policies issued in:

{a) United Kingdom 3-90 simple

{b) Canada 2-00 compound

(E) For group pension policies, reversionary bonuses on pensions not yet commenced, at the following rates
per cent of the pension secured, for policies issued in:

{@) United Kingdom: Pension business 4-80 compound

General annuity business 4-50 compound
(5) Channel Islands and the Isle of Man 4-50 compound
(¢) Canada 2+60 compound
(d) South Africa 400 compound
(&) Rhodesia, Zambia, Kenya, Tanzania and Uganda 290 compound

(F) For pension-unit scheme policies issued in the United Kingdom, a reversionary bonus on pensions for
members who have not reached normal pension age at the following rate per cent of the pension being
purchased: 2-70 simple

An allocation of £64,034,811 to policyholders will be necessary to provide the cost of the recommended bonuses
and of those declared in anticipation out of the surplus for 1970.

I also recommend that final bonuses at the following rates, per cent of the annuity or pension, be granted in
anticipation out of surplus for the year 1971

(A) For individual retirement annuity policies issued in:

{@) United Kingdom, on annuities commencing between 15th March 1971 and

14th March 1972 inclusive 34 compound
(b) Canada, on annuities commencing between 1st July 1971 and 30th June 1972 ;
inclusive 24 compound

(B) For group pension policies on pensions commencing between 15th March 1971
and 14th March 1972 inclusive issued in: :

(a) United Kingdom, the Channel Islands and the Isle of Man 42 compound
() Canada 24 compound
(c) South Africa 30 compound
(@) Rhodesia, Zambia, Kenya, Tanzania and Uganda 20 compound

(C) For pension-unit scheme policies issued in the United Kingdom on pensions
secured for members who reach normal pension age between 15th March
1971 and 14th March 1972 inclusive 21 compound
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Valuation Report continued

Industrial Branch

The number of policics in force, including 5,571,866 free or paid-up policies, was 22,988,889 producing an
annual premium income of £91,691,029. The maximum sums assured with bonuses amounted to £1,994,782,363.

The interest earned in 1970 represents a gross rate of £7-80 per cent on the Industrial branch fund.

The table of mortality used for the valuation of all assurances was the English Life Table No. 12, Males. The
net rate of interest assumed in the valuation was 23 per cent, Net premiums have been valued, calculated on the
valuation basis, and every policy has been treated as a liability. The whole of the difference between the value of
the future office premiums and the value of the future net premiums has been reserved for future expenses and
profits.

The foregoing bases incorporate a change in the table of mortality from English Life Table No. 11, Males.
This change would have reduced the liabilities on 1st January 1970 by £1,950,000. I consider that the Additional
reserve should be reduced from £33,400,000 to £32,000,000. This reserve is held in respect of revivals, options
and general contingencies for which provision is not otherwise made and as a stabilising fund to facilitate the
declaration of equitable bonuses.

The result of the valuation is as follows:

Industrial branch fund, subject to transfers

ont of surplus on 315t December 1970 £745,976,630
Net liability under Industrial assurance policies £668,150,014
Additional reserve 32,000,000
Total net liability - 700,150,014
Surplus, including £2,025,096 brought forward from last year £45,826,616

As in the case of the Ordinary branch, I consider that part of the surplus should again be distributed by way of
terminal bonuses varying with the duration of the policies, that the rates of terminal bonus should be increased
and that the years of issue to which they apply should be extended to inciude the year 1969. Although these
terminal bonuses relate only to policies which become claims in the ensuing year, I am of the opinion that,
other than in exceptional circumstances, terminal bonuses at these increased rates can be maintained on claims
arising in later years on such policies issued prior to 1970, The discounted cost of maintaining these bonuses
on the bases used in the valuation is £125,000,000.

1 recommend that the following bonuses should be declared:

(A) A terminal bonus on policies issued in 1969 or earlier which become claims by death or maturity between
Ist April 1971 and 31st March 1972 inclusive at the same rates as those for Ordinary Branch policies
issued in the United Kingdom examples of which are shown on page 32.

(B) A reversionary bonus at the rate of 2:60 per cent of the sum assured.

An allocation of £41,717,542 to policyholders will be necessary to provide the cost of the recommended bonuses.

General Branch

In respect of fire and accident contracts (other than long term sickness and accident contracts) the unearned
preniium reserve has been calculated on a proportionate basis having regard to the premiums written each month
with a deduction of 20 per cent for acquisition costs. The unearned premium reserve for motor vehicle contracts
has been increased by a provision of £500,000.

Individual long term sickness contracts issued in the United Kingdom have been valued by a gross premium
method assuming 70 per cent of the Manchester Unity 1893/97 (AHIJ) sickness experience and the A1949/52
Ultimate table of mortality with interest at 4 per cent and taking credit for 60 per cent of the future gross pre-
miums. In addition, a reserve of £15,000 is held for contingencies. Individual long term sickness contracts by
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Valuation Report continued

General Branch continued

level annual premiums issued in Canada, some of which are attached to life policies, have been valued by a net
premium method, assuming the Canadian 1952 Inter-Company (period 2 benefit 5) sickness experience increased
by 25 per cent for waiver of premium only benefits and by 75 per cent for monthly income benefits combined
with waiver of premium benefits and the Comrmissioners 1941 Standard Ordinary table of rortality with interest
at 2% per cent. For other long term sickness contracts the reserve held is based on the premiums paid.

To many of the policies issued in the life branches there are attached long term additional benefits payable in
the event of accident or sickness, the liability for which is borne by the General branch. For these and other long
term contracts the provision has been calculated to take account of the liability arising from the right of renewal.
In the aggregate the provision so calculated is 54-2 per cent of the premium income for the year.

T ¥ 7

The marine and aviation fund of £2,193,967 is, in my opinion, a sufficient provision for the liabilities pending
under the accounts.

Sinking fund policies have been valued by a gross premium method taking credit for 98 per cent of the future
gross premiams. The rate of interest assumed was 3 per cent or the rate of interest eraployed in the calculation £
of the premiums, if less than 3 per cent. The poiicies in force provide for the payment of capital sums amounting
to £490,200 at the end of fixed terms of years, and produce an annual premium income of £1,458.

The equivalents in sterling of provisions in other currencies have been calculated at the rates of exchange ruling
on 31st December 1970.

The result of the valuation is as follows: ﬁ
General branch fund, subject to transfers out of surplus, ‘ .
on 31st December 1970 £35,180,490 3l
Provision for fire and accident insurances £21,581,641 2‘

I
Provision for long term sickness and accident insurances 2,346,418 § '
Provision for marine and aviation insurance 2,193,967 i
Provision for sinking fund insurance 374,651 ; _
Additional reserve fund 7,900,000 k
34,396,677 o

Surplus £783,813

. ———

R S SKERMAN,
Chief Actuary.

24th March 1971
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Supplementary Information
i
!
Sources of Investment Income received during the year g
1969
£000 £000
Ordinary Branch
British Government and British Government guaranteed securities 8,056 8,306
Other fixed income securities, including subsidiaries 24,299 23,399
Ordinary stocks and shares, including subsidiaries 21,432 19,796
Freehold and leasehold properties, rent charges and ground rents 18,907 15466
Mortgages on property 13,706 12,721
Qther sources 3,803 3,023
Total revenue account income 90,293 83,711
Endustrial Branch
British Government and British Government guaranteed secutities 10,337 10,981 |
Other fixed income securities 11,316 11,304 i
Ordinary stocks and shares, including subsidiaries 19,431 18,613 [
Freehold and leasehold properties, rent charges and ground rents 11,072 10,137 }
Mortgages on property 2,377 2,363 |
Other sources 850 428 |
Total revenue account income 55,383 53,826 ‘
General Branch |
British Government and British Government guaranteed securities 483 420
Other fixed income securities 1,726 1,603
Ordinary stocks and shares, including subsidiaries 747 713
Mortgages on property 130 89
Other sources 319 266
Total revenue account income 3,405 3,091
Claims and Surrenders—Life Branches
Ordinary branch Industrial branch
1970 1969 1970 1969
£000 £000 £000 £000
Claims under policies paid and outstanding:
By death 22,546 20,092 25,916 23,903
By maturity 36,717 33,726 31,751 28,719
59,323 53,818 57,661 52,622
Surrenders 20,215 18,285 27,659 25,933
Bonuses surrendered for cash 2,916 2,753
Payments on withdrawal (including amounts re-applied as further premiums)
and on scheme transfers under occupational pension schemes 11,840 10,882
94,294 85,738 85,320 78,555
37
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Supplementary Information continued

Income

Amount of fund at beginning of year:
Unearned premiums

Provisions

Exchange adjustment

Premiums

Amount of fund at end of year:
Unearned premiums

Provisions

Investment income allocated to long
term funds

Total (A)

Outgo
Claims
Commission

Expenses including taxation other
than on profits

Total (B)

Gross underwriting profit (A—B)

Note

The above statement analyses the General branch insurance figures in the Department of Trade and Industry classifications except that the fi
for Sickness and Accidenf business include long term business and the Transport business written in the Accident department has been inclu

in the Property account.

Supplementary Information continued

AnalySiS Of GE‘;I’IGI' al Br anch Insurance BUSineS 3 f01° the year ended 3lst December 1970 (comparative figures for 1969 in italics)

38

Marine, Aviation and Transport
Sickness Treaty ; .
Property Motor and Pecuniary Liability Reinsurance Current Last Previous Total Sinking Total
Vehicle Accident Loss Accepted Year Preceding Year Years Fund
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000

7,189 6,154 | 6,927 6,711 726 650 370 206 | 1,324 1,097 — — — _— _. — — . — —
1407 112 22,899 20,505

— — — — | *2,055 1842 — — — — — — — — 746 630 922 815 | 1,668 1,445 | 1,233 1,189
109 —15 124 -1 51 -5 2 —1 34 -2 — By — — — — — — — — — — 320 —45
7,298 6,139 | 7,051 6,700 | 2,832 2,487 372 295 | 1,358 1,095 1,407 1110 — — 746 630 922 815 | 1,668 1,445 | 1,233 1,189 23,219 20,460
18,120 15,782 | 20,539 17,475 | 5138 4623 | 1,143 881 | 3,800 3,314 4032 3,618 1,431 1,169 178 93 23 5 | 1,632 1,267 1 u 54,405 46,971
25,418 21,921 | 21,590 24,175 | 7,970 7,10 | 1,515 1,176 | 5,158 4,409 5439 4,728 1,431 1,169 924 723 945 820 | 3,300 2,712 | 1,234 1200 77,624 67,431

8,271 7,189 | 83N 6,927 786 726 502 370 | 1,550 1,324 1,602 1407 — - — — — — — — —
| 26,497 22,899

— — 500 — | *2,346 *2,055 — — — — —_ — 1,052 746 | 609 288 533 634 | 2,194 1,668 375 1,233

|

17,147 14,732 | 18,719 17,248 | 4,838 4329 | 1,013 806 | 3,608 3,085 E 3,837 3,321 379 423 315 435 412 186 | 1,106 1,044 859 —33 51,127 44,532
_ — _ — 200 171 — — — — — — — . — — — — — - 50 75 250 246
17,147 14,732 | 18,719 17,248 | 5,038 4,500 | 1,013 806 | 3,608 3,085 379 423 315 435 412 186 | 1,106 1,044 909 42 51,377 44,778
8,343 7,348 | 14,228 12,692 | 2,199 2,001 483 443 ] 2,181 1,476 3 330 346 514 433 312 234 | 1,156 1,013 894 2 31,691 26,891
2,367 2,115 | 2,371 2,018 677 623 E| 24 522 451 — — — — — — — — — — 7,461 6,566
5,052 4,431 | 4,665 3,829 | 1,315 1,205 369 310 924 818 99 77 1 2 — 2 | 1100 181 — — 12,485 10,735
15,762 13,894 | 21,264 18,539 | 4,151 3,829 893 777 | 3,627 2,745 429 423 515 435 312 23 | 1,256 1,094 894 2 51,637 44,192
1,385 838 |--2,545  —1,291 | 847 671 120 291 —19 340 —50 — | —200 — 100 —50 | —150 —50 15 40 —260 586

*For long term business

tAfter deducting £1,000 profit on exchange (adding £1,000 loss on exchange).
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Ten Year Review

1961 1962 1963 1964 1965 1966 1967 1968 1969 1970
Ordinary Branch £m. £m, £m, £m, £m, £m. £m. £m. £m. £m.
New annual preminm income 116 116 123 142 156 i7-8 19-6 209 229 243
Total premium income and considerations 78-9 872 924 101-0 1111 122-3 1381 147-1 1551 1665
Investment incorme 353 391 43-3 496 569 620 697 762 837 90-3
Surpius to policyholders 219 24:8 283 32:0 365 385 450 516 578 641
Balance sheet value of assets 6035-5 661-6 7297 814-4 899-7 9852 [ 1,116:9 [ 1,228-1 1,332:2 | 1,4567
Market value of assets 7007 7845 909-9 954-1 | 1,0455 ) 1,0798 | 1,303-1 | 1,580-9 | 1,533-5 | 1,604-6
Industrial Branch
New annual premium income 84 92 88 93 106 11-4 12-3 12-7 13-8 148
Total premium income 60-5 66-4 65-1 678 07 742 775 812 844 832
Investment income 341 351 374 412 460 474 493 514 53-8 554
Surplus to policyholders 197 205 24-5 260 293 299 323 369 40-0 417
Balance sheet value of assets 542-2 560-8 5855 615-6 648-2 672-1 6986 7302 7549 7728
Market value of assets 6762 7344 8229 8019 852-3 8276 951-0 | 1,137-7 {1,0291 | 1,0179
General Branch
Premium income 201 209 225 257 2591 317 373 415 470 544
Gross Underwriting profit oS 01 —05 03 02 V] 10 02 06 —03
Investment income 12 12 12 14 17 18 22 2:5 28 32
Trading profit net of tax 09 06 0-4 0-8 1:0 12 20 1-7 15 0-8
Retentions 04 01 —01 — 04 o6 13 1-0 07 —
Balance sheet value of assets 285 28-4 286 37 350 383 449 514 581 655
Market value of assets 302 311 330 346 380 400 49-6 60-4 628 684
*Profit and Loss Account
Surplus from Ordinary branch 15 16 19 241 24 2:5 28 31 33 35
Sutplus from Industrial branch 13 1-4 16 -7 -9 i-9 20 22 23 23
Surplus from General branch 05 05 05 0-8 0-6 0-6 0-7 07 08 08
+Dividend on shares 1s. (5p} 2-6lp] 2-84p 3-24p 3-6lp 3-96p 3-96p 4-10p 4-24p 5-00p 531p

*This statement follows, for the years 1961 to 1969 inciusive, the presentation of the 1970 accounts.

$Gross equivalent of dividend declarations, Declarations on the A and B share capital for 1969 and previous years have been combined and adjusted
for scrip issues where appropriate so as to be directly comparable with that for 1970 which excludes the special distributions referred to on page 14 of this

Report.

1. Market values of assets are based on market quotations where available (allowing 75 % of $ premium where appropriate) and in all other cases on values

estimated by the Directors.

2. No allowance has been made for any tax on capital gains that would arise if the assets were realised at the values shown.

3. The margin between Market values and Balance sheet values is proportionately greater in the Industrial branch than in the Ordinary branch mainly for

two reasons:

(i} the more rapid growth of the Ordinary branch funds over recent years

(ii) overseas currency assets in the Qrdinary branch are beld to cover overseas currency liabilities, now about 25%; of the total liabilities of the
branch. The Market value of these assets has not increased to the same extent as that of U.K. assets, particularly in territories where there

are local investment restrictions.

4, The margins between Market values and Balance sheet values of assets are not in themselves a guide to the strength of a life assw P()((022332

1554-037




