


PRUDENTIAL CORPORATION

PRUDENCE, REPRESENTING THE

CARDINAL VIRTUE OF WISE

CONDUCT, HAS BEEN PORTRAYED

IN MANY DIFFERENT WAYS

DURING THE HISTORY OF

PRUDENTIAL. HER QUALITIES OF

WISDOM, CONFIDENCE AND

HONEST SELF-APPRAISAL ARE AS

RELEVANT TODAY AS THEY WERE

WHEN PRUDENTIAL WAS

FOUNDED IN 1848.

PRLJDENTTIAL

Prudential is one of the world's largest and

strongest financial services groups. Its main

businesses are life assurance, pensions, general

insurance (called property and casualty in many

countries), investment management, unit trusts

and reinsurance. It has more than eight million

customers and is Britain's biggest institutional

investor with funds under management in excess

of t'45 billion.

In all its core businesses Prudential seeks to

be a leading provider of services with a reputation

tor security and integrity, for value for money and

quality of service.

In promoting its businesses Prudential's

aims are:

to increase profitability and earnings per share

anil thus reward our *lun/"iUti\ encourage

investment and facilitate further expansion;

to give c/is/m/kr satisfaction through high quality

products accompanied by high standards of

service, courtesy and fair dealing;

to provide our .\Li/j with the leadership, training

and working conditions essential to their success

and to operate personnel policies based on ability

with no discrimination on grounds of sex. marital

status, creed, race, nationality or disability,

to abide by the spirit of laws as well as their letter

and to be a significant contributor to the

development and well-being of the wider

o>nii>:nml\ in which we operate.
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IN THESE PACES, IN AL3DITTON TO

THE DETAILED FINANCIAL

REPORT, WE: DESCRIBE THE KEY
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AVAILABLE TO THE GROUP AND
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FINANCIAL HIGHLIGHTS

PROFIT SUMMARY

Profit on ordinary activities before tax

Profit on ordinary activities after tax

Profit attributable to shareholders after extraordinary items

Earnings per share

Dividend per share

£243.8m

£111.2m

£144.0m

6.0p

10.3p
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CHAIRMAN'S STATEMENT

1990 was a difficult and disappointing year for

Prudential. Our profit before tax fell by 37 per

cent to 4:243-8 million and earnings per share fell

to 6.0 pence from 14.9 pence. We have however

increased our total dividend for the year to 10.3

pence per share, an increase of 12 per cent over

1989. This dividend is well covered by the profits

from long-term business and our decision reflects

our confidence in the continuing strength of that

business as well as in our ability to bring about a

material improvement in the profitability of our

other activities.

Our long-term business continued the good

progress of recent years, notwithstanding the fall

of investment returns and stock market values

associated with developing recession in our major

markets. Total premium income from life and

pensions business exceeded -O billion for the

first time. Long-term profits increased to -O67.1

million from £358.9 million.

In the United Kingdom, as elsewhere, sharp

falls in equity and property values clearly affected

the performance of the funds backing our with-

profits contracts but the financial strength of

those funds meant that we were able to cushion

the impact on our policyholders. We maintained

or increased the amounts payable on policies

becoming claims at the longest durations, with

small reductions at the shortest terms.

The bonuses which we declare are aimed to

ensure that on a claim arising the policyholder is

provided with the results of investing premiums

in the pool of assets comprising the fund. Part of

the bonuses are declared as guaranteed additions

to the policy, and the level has regard particularly

to the long-term rate of interest. Given the

acceptance by Government of policies designed

to reduce the rate of inflation, it is our view that

interest rates are likely to move lower. It was

therefore realistic to reduce the rates of these

guaranteed additions in the United Kingdom. We

are confident that, through the operation of the

bonus system, we shall continue to give our

policyholders a good return on their invested

premiums.

The strength of our long-term funds is of

great value to our shareholders as well as being of

considerable benefit to our policyholders. At

present this is not reflected in our accounts. We

have taken a lead in developing a more consistent

and meaningful way of presenting results for the

life insurance industry and once this is agreed, I

hope before the end of this year, it is our intention

to adopt it.

In his Chairman's Statement last year my

predecessor, Lord Hunt, mentioned the

downturn in the general insurance cycle. That

downturn was even more pronounced in 1990

and results were also very significantly affected by

the unfavourable conditions under which general

SINCE OUR EARLIEST DAYS,

PROTECTION OF THE FAMILY AND

ITS MEMBERS ACiAINST FINANCIAL

HARDSHIP HAS BF.HN A PRINCIPAL

CONCERN FOR PRUDENTIAL.



ALTHOUGH OUTWARDLY TODAY'S

FAMILY IS DIFFERENT FROM

THOSE WE SERVED IN THE PAST,

THE NEED FOR PROTECTION,

LONG-TERM SAVING AND

EFFECTIVE INVESTMENT REMAINS

insurance business operated. Both our direct

business through Prudential Assurance and our

reinsurance business through Mercantile and

General were affected, and in the latter case

results worsened as more information became

available in relation to earlier years' claims.

In consequence, the general insurance

result was very bad with a loss of £ 185.0 million

compared with a loss of £8.6 million in 1989.

Premium income at O,155 million was

unchanged as the downturn in the insurance cycle

made it difficult to secure higher premiums on

existing business and to acquire new business on

acceptable terms.

Whilst the results of general insurance

business are cyclical, losses of the order seen in

1990 cannot be sustained. A number of significant

price increases have already been made and other

steps are being taken to improve the results. The

improvement in premium levels which has

already occurred in certain sections of the

reinsurance market is, I hope, a first step in a more

general improvement of market conditions.

Following the very heavy losses incurred in

our estate agency business in 1989, we carried out

a detailed review of that business. That review led

to the decision announced in July to close 175

branches, followed by the later decision

announced in November to sell the remaining

branches. We are now well on the way to

completing this process. The 1990 accounts

reflect the full costs of the decisions made

and we expect no charges to future profit in

this respect.

We are convinced that the decision to

discontinue estate agency business, painful and

embarrassing as it was having regard to the

resources we had committed to it, was the right

course for us. When we reviewed how our estate

agency business could be restored to profit we

also considered how appropriate it was to

Prudential in current circumstances. Our decision

to enter estate agency was part of our strategy to

enhance our distribution capability for our

insurance and savings products. However,

developments which are taking place in

distribution channels in Prudential and in the

market as a whole led us to the conclusion that

the additional sales from this source would not

be sufficient to justify further investment of

management and financial resources to enable the

estate agency chain to operate at a satisfactory

level of profit, given our current assessment of the

housing market in the 1990s.

The development of legislation in the

European Community in the financial services

area, notably in relation to insurance, has lagged

behind that in other areas in the run up to the
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Common Market. Nevertheless this is now-

proceeding with more urgency and the direction

seems clear; that is that a I 'nifed Kingdom based

insurance company will in due course be able to

sell its products in another member state without

the necessity of developing an insurance base

there. As Community legislation develops we

shall be making efforts to develop the sale of our

pension and savings products in other countries

in the Community.

There has been considerable debate on the

subject ot the encouragement of wider individual

ownership of shares. We well understand the

objective that in this way there would be a better

understanding ot the importance of the

protitabihty of business. At the same time we

believe that unless an individual has sufficient

assets ti) create a sensibly d i\ c is i tied piortfoho it is

preferable that he should spread his risks by

investment in collective investment kinds such as

with-protits and unit-linked insurance policies,

unit trusts and personal equity plans.

I'or very many years the auditors to the

Corporation have been Deloitte 1 laskms & Sells.

In the autumn of 19S9. the I nited Kingdom arm

of that firm merged with Coopers & Lybrand.

whilst its overseas jiracticcs merged with louche

Ross. As a consequence, we were faced with using

a number of different .inditing firms around the

(iroup. In these circumstances, the board decided

to review its future audit arrangements and we

will be recommend ing a tour forthcoming Annual

General Meeting that Price Watcrhousc be

appointed as auditors to the Corporation in place

ot the existing merged firm of Coopers & Lybrand

Deloitte. We also intend to appoint them as

auditors to most of our subsidiary companies.

Three directors retire at the Annual General

Meeting. The Rt Hon James Ramsden, who

became a director in 1972 and was Deputy

Chairman from 1976-1982, has served through a

period of very considerable change in the Group's

affairs. Mr Peter Moody, a director since 1981 and

Deputy Chairman from 1984-1988. bad

previously had a distinguished career with

Prudential, retiring in 1980 as Joint Secretary and

Group Chief Investment Manager. Sir Ronald

Dearing joined the board in 1987 and it is

unfortunate that pressure ot other duties has led

to his being able to serve tor only one term. We

have much benefited from their wise advice and I

thank them all.

Sir Alex |arratt completes his term as

Deputy Chairman at the Annual General

Meeting but he will remain on the board. The

directors intend to elect Mr Michael Abrahams to

succeed him as Deputy Chairman.

For my last five years as Group Chief

F.xecutivc it was a privilege to work with Lord

Hunt as Chairman. He remains on the board, but 1

would like to take this opportunity of thanking

him for the support which he gave to me. I also

thank all Prudential staff throughout the

world for the efforts they have made m such a

demanding year.



Sir Brian Corky, Chairman of Prudential Corporation.





CHIEF EXECUTIVE'S REVIEW

My first year as Chief Executive was a difficult one.

The general economic environment in which we

operated was poor, both in the United Kingdom

and in our main overseas markets. As a con-

sequence our life assurance, pensions and invest-

ment businesses traded in subdued markets and

we suffered falls in the value of our investment

portfolios. The poor economic conditions were

also reflected in high levels of theft and fire claims

in our general insurance businesses. More

grievously our general insurance businesses were

severely affected by violent wind storms in the

United Kingdom and North Western Europe in

the early part of the year, serious flooding in the

United Kingdom and a summer drought which

exacerbated problems of subsidence. Overall our

general insurance business turned in an

appallingly bad loss. Also during the year we took

a number of difficult and unpalatable decisions.

Yet, as I shall attempt to describe to you, I

believe we also made substantial progress during

the year towards strengthening the Group for the

future.

1 wish to deal in some detail with actions we

are taking in our major businesses to improve

their competitive positions for the medium and

longer term future and give my perspective on

some of the difficult decisions of last year.

LONG-TERM FUNDS

We announced Bonus Declarations for our

United Kingdom with-profits policies at the

same time as these results. These declarations

are a combination of reversionary and terminal

bonuses. Reversionary or guaranteed bonuses

once declared are a permanent addition to the

policy and are determined each year having

regard to our assessment of long-term interest

rates. Present levels of guaranteed bonuses are

not supported by current interest rates, and

looking ahead it is likely that economic policies

designed to minimise inflation will persist. On

this basis fixed interest rates are likely to move

lower rather than higher. We came to the

conclusion that reductions in reversionary

bonuses are not only inevitable but that we

firmly believe they should come down sooner

rather than later. We have therefore decided that

it is appropriate to make a reduction this year.

Terminal bonuses are valid for up to one

year only and apply to policies becoming claims

by death or maturity during that year. They are

designed to reflect the performance of our

property and equity investments which can of

course fluctuate in value. Despite the sharp fall

in investment values during 1990 the strength of

our funds has enabled us to maintain the

amounts payable to endowment assurance and

other participating policyholders who have held

their policies longest, although some reductions

have been made at shorter terms. The total cost

of bonuses allocated to our with-profits policy-

holders was .0,574 million which compares

with £1,499 million in 1989.

As well as being of considerable benefit to

our with-profits policyholders the strength of

our long-term funds confers great advantage on

our shareholders. However, this value is not

adequately reflected in our accounts and
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consideration of how best to achieve an

improvement has been debated by the actuarial

and accounting professions over many years.

During 1990, with the Association of British

Insurers, we took a lead in proposing a more

meaningful and valuable way for the industry to

present its results. These proposals are now under

active consideration within the industry. During

1991 we expect an industry wide position to be

proposed and adopted and we then envisage

reporting on the new basis in respect of 1991. We

are confident that the new proposals will help

dispel some of the mists which have surrounded

life assurance accounting until now.

I M I I : I ) K I N C D O M STRONC,H< Ml)

Our Home Service Division remains our

largest and most important United Kingdom

business. I am optimistic that a

number of developments within

this division will allow it to

improve its leading position in

the overall life and pensions

market.

The most significant of these changes is

the initiative to reorganise the structure and

operating practices of our staff in the field. Tony

Freeman and his management team are aiming

to improve the overall performance of our direct

sales organisation both to expand the level of

business done with our existing customers and

to enlarge the number of new customers

attracted to Prudential. In simple terms we have

embarked on the splitting of the role of our

traditional agent into two. Once all the intended

changes have been made we shall have created

six thousand Customer Service Representatives

whose role will be to attend to all the day-to-day

needs of our customers.

Alongside the Customer Service Represen-

tatives and working closely with them will be

three thousand Financial Consultants, carefully

trained to provide comprehensive financial

advice and products. Together they will meet

the needs of all our customers.

Since the middle of the last century.

Prudential has drawn substantial competitive

advantage from its ownership of a well organised

direct salesforce depending for its success upon

providing persistent customer satisfaction rather

than relying on exploitative selling techniques.

We intend this to continue through the

modernisation which we are

now pursuing.

We have also embarked

upon a number of initiatives

to maximise shorter term

opportunities and improve our

longer term competitiveness. For example we

are keen to, and determined to, improve

"persistency". By this I mean we intend to

reduce the numbers of policies surrendered or

lapsed, since good persistence is in the interests

of both ourselves and our customers.

In the personal pensions market, sales of

"rebate only" business created by people opting

out of State Earnings-Related Pension Schemes

have now levelled off. In total over four and a

half million people in the United Kingdom

THROl'GHOl T OUR HISTORY

PRl TJEN'I 1AI. HAS BEEN OWICK TO

HMBRAC :x;Y

THE: Q U E S T T O IMPROVE

E:ETK:IEN<:Y IMPROVEMENT IN

PKOVHMNT, AN AC C I 'RATE A N D

TLMEEY M-RVKT WIE1 ALWAYS HI

AN ENlMiRlNC; E'REOCCI PAT ION

EOR AEE OUR BUSINESSES
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DEVELOPMENTS IN

MODERN TECHNOLOGY

ARE CONTINUOUSLY

ASSESSED IN TERMS OF

THEIR POTENTIAL TO

IMPROVE OUR

OPERATIONS.

chose to opt out; it is pleasing for us to record that

half a million of those are Prudential customers.

Due to further legislative simplification a new

market opportunity is emerging in the pensions

area — that for 'free-standing additional voluntary

contributions' (FSAVCs) which are policies that

allow the topping up of pensions provisions for

those already in a company pension scheme.

Twelve million employees in the United

Kingdom are in this position, and we believe most

would benefit from further provision for their

retirement. While some will, and should, opt to

top up through their company's own Additional

Voluntary Contribution scheme, many will

increase benefits by taking the FSAVC route. We

are confident that we are particularly well

placed to win an important share of this new

product opportunity.

DISTRIBUTION DEVELOPMENTS

Despite the very great potential I see for the

Home Service Division 1 am determined also to

see the Group become much more effective in

selling Prudential's life, pensions and

investment products through other major

United Kingdom distribution channels.

In pursuit of this ambition, I asked Keith

Bedell-Pearce, previously Director of Field

Operations and Marketing for the Home Service

Division, to become Chief Executive of

Prudential Financial Services. This division has

full responsibility for the selling and marketing

of all Prudential life and savings products

through all United Kingdom distribution

channels outside the Home Service Division.

As a first step, following a careful review of the

previously separate businesses of Prudential

Corporate Pensions and Prudential Holborn,

the new team has made a number of early

organisational changes. Firstly, all broker sales

operations have been united into a single

business to provide a very sharp focus on the

broker distribution channel. Secondly, the

remaining operations of these two divisions have

been reorganised into two further distinct units:

a life and pensions operation and a unit trust and

personal equity plan business. These changes

simplify very considerably the areas of overlap

which existed previously, eliminating

duplication of resource.

In the meantime our attention to the

important corporate pensions market is

undiminished, with Prudential Corporate

Pensions showing growth last year in all its

business sectors. However, we have been

moving away increasingly from providing a

simple corporate pensions service. Rather, we

are now offering our customers a compendium

of discrete products and services allowing them

to choose the combination most appropriate to

their particular requirements. In addition this

11
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area of the market will benefit from the likely

growth of Additional Voluntary Contributions as

individuals, encouraged by their employers,

become more aware of the need to provide

adequately for their retirement.

The overall market for unit trusts during

1990 continued to suffer from subdued investor

interest in equity based products and our own

range of unit trusts and PEPs was not immune.

Though levels of "repurchases" showed a welcome

reduction, levels of new sales remained very low.

ESTATE AGENCY DISPOSAL

The most serious problem we faced during 1990

concerned our estate agency operation. The

losses we had sustained during 1989 and were

expecting to suffer during 1990 demanded that

we make an urgent and rigorous review of this

business.

It became clear at an early stage that we

had to close those branches which were

incurring crippling losses and which, our

analyses convinced us, were beyond retrieval.

Consequently, 175 branches were closed in July.

Our continuing review of the remainder of the

network led us to the conclusion that the level

of investment which would be necessary to put

the network back on its feet, and then to

improve it, would not bring sufficient benefit to

our shareholders to justify such use of their

resources. We decided, therefore, that the only

option realistically left open to us was to leave

the business. In November last year we

announced our intention of seeking buyers for

the remainder of the network — an unpalatable

but necessary decision.

In retrospect we can now see that this

business was inappropriately managed as market

conditions became much worse than anything

forecast. It also became clear to us that the

opportunity for Prudential to cross sell to

an estate agency focussed customer base-

was much less significant than had been

contemplated during the original

strategic studies. Finally, from bitter

experience we were forced to recognise

that estate agency is, par excellence, a

locally based entrepreneurial business

operationally and emotionally unsuited

to centralised corporate control.

"--, As this review is written we have

found buyers for all but 100 of the

branches remaining after the July

closures. I am confident that these will be dealt

with perhaps by the time this review is read and

that shortly we should make a complete

withdrawal in an orderly manner, albeit in a

much less buoyant market than existed at the

time that the network was constructed. I am

confident that the provisions made in the 1990

accounts will be sufficient to meet all the costs

which will be incurred during the final closure

arrangements.

GROWTH IN AMERICA

At the other end of the corporate scale Jackson

National Life, our life assurance subsidiary in the

USA, posted another year of substantial growth

for the Group. Growth at Jackson rests upon a

number of strengths. The company sells its

AHOV! AVI'RACl- CROWTH IN THH

VALlil-: Ol; THh ASSLTS UNOLR

O I R MANACLMLNT IS

II NnAMHNTAI. TO THI- SliC.C.ISS

OF ALL PRi:ni :N' I lAi.'S hi. S1NLSSLS
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products through a large independent agency

force — presently numbering in excess of 90,000

— serviced by thirteen Jackson regional offices

covering 42 states of the USA. Jackson's

marketplace requires the company to remain

competitive on the quality of its products to the

ultimate customer, the level of reward to its

salesmen, the quality of its marketing,

administration and agent service and finally on

the quality and innovation ot its product design.

Last year, however, was not trouble free for

Jackson. Some part of its product competitiveness

stems from the policy of making controlled

investment in non-investment grade, sometimes

termed "junk" bonds. 1990 proved a difficult

year for the non-investment grade market in

the I 'SA as the slowing economy put severe

pressure on many companies prompting either

default or a refinancing of their highly geared

positions, to the detriment of the original

bondholders. We looked very closely at Jackson's

exposures and concluded that we should

set up a reserve to cover potential defaults

m Jackson's own bond portfolio. Despite

this leading to a charge to current year

profits, Jackson's profits were unchanged

from 1989.

I have devoted a great deal of my own time

to Jackson during 1990 and plan to continue to do

so in the future. With David Pasant, Jackson's

President and Chief Executive Officer, I have

agreed a change in reporting lines so that he and 1

have a direct relationship as seems appropriate for

such an important Corporation subsidiary.

INTERNATIONAL PROGRESS

Details of our other overseas businesses are

included in the Review of Operations and I will

not offer any great detail here. Suffice it to say

that under the control of Brian Medhurst, our

International Division Managing Director, good

progress is being made in many territories.

In Europe we have wholly or majority

owned life operations in Italy, Prudential Vita; in

Holland, Prudential Leven; and in the Republic

ot Ireland. Prudential Life of Ireland. All are

making progress often in difficult markets. "I he

developments now being seen in insurance

legislation in Europe are encouraging and one

can now look forward to the day, though still

some way off, when the Group can realistically

expect to provide products from its United

Kingdom based businesses for sale in other

member states.

Elsewhere in the world our embryo

businesses in Singapore and Hong Kong grow

ever lustier. Our introduction of new, younger

management teams into these formative markets

is producing good results.

By contrast, during 1990, we took action to

reduce our international property and casualty

business. In the latter half of the year we sold

13
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L'Escaut, our Belgian subsidiary, on the view that

the prospects for that particular market place

seemed poor given local deregulation.

REINSURANCE

A major resource of the Corporation is our

reinsurance subsidiary Mercantile and General.

During 1990 long-term business showed

buoyant growth. Underlying profits from this

business increased to £66 million, enhanced by

a non-recurrent release of reserves following the

transfer of the Canadian business to a new local

subsidiary.

General reinsurance business did not

escape the ravages of 1990, in particular the

storms in North Western Europe. The results

were also affected by the need to strengthen

reserves for marine business, including 416

million in respect of the Piper Alpha disaster,

and provisions established for asbestos related

and environmental pollution claims arising

under cancelled treaties written many years ago.

Again during 1990, with John Lock and his

colleagues we have done a great deal to refine

our management information flows to the centre

of the Corporation. 1 am confident that we are

now firmly focussed on the critical pulses of the

reinsurance business and that as conditions in

these markets improve — as the recent renewal

season suggests is now occurring — we shall

be able to promote a significant recovery in

our affairs.

GENERAL INSURANCE LOSSES

As regards our general insurance business in the

United Kingdom we have already alluded to the

awful results achieved in 1990 and our belief that

such results cannot be sustained in the future.

We can expect some amelioration of conditions

as the underwriting cycle turns up, allowing

premium rate increases. However, it is clearly

imperative that we also ensure that the way we

manage these businesses allows the expectation

of acceptable results for our shareholders

over time.

Recognising that we operate in a cyclical

business which was catastrophically impacted by

weather last year we must, however, reassure

ourselves that the foundations of our own

businesses are soundly constructed.

FUND MANAGEMENT ADVANTAGE

The final core Group business of fund

management is ultimately at the heart of all our

businesses. The efficient management of the

funds gathered by all of our selling and

marketing businesses is fundamentally necessary

to provide us with long-term competitive advan-

tage. Hugh Jenkins has now run Prudential

Portfolio Managers for a little over eighteen

months. 1 am glad to see he is well into his stride.

During the course of 1990 we created

PPM America, based in Chicago, and we have

recruited a very professional team of fund

managers and analysts. This team has taken

responsibility for the day-to-day management of

Jackson's US$10 billion portfolio ami we are very

satisfied with the way the resource is maturing.

SUMMARY

1 am conscious of the length of this report and 1

am equally conscious of the many important

14



facets of our businesses and our operating

environment which I have not mentioned.

Nevertheless, I was anxious to give you my

insights into the condition of our core businesses.

I should like to conclude by mentioning the

central resources I control with Michael

Lawrence, the Group Finance Director, and Peter

Nowell, the Group Chief Actuary designate.

During 1990 in particular the central team

devoted significant time and attention to creating

an environment of key performance indicators

agreed with all our management teams and by

which their achievements will be measured and

rewarded. We believe the system will allow

well-informed central control and challenge

which stops short of bureaucracy and intrusion.

We are confident that we have made substantial

progress towards the construction of a powerful

but sensitive control operation.

We are determined that two principles will

guide our actions. Firstly, we shall take no major

business decisions without the most professional

and rigorous analysis we can muster. Secondly,

our analysis will be undertaken by central and

divisional teams of the highest calibre.

At the beginning of my Review I stated that

1990 had been a difficult year. For me, it was also a

rewarding one. While I spent much time in

London I have also met a very large number of our

senior managers from all around the world and I

am confident that we are equipped with a

management team which augurs well for our

future. Most particularly I am confident that all

my senior colleagues, whilst recognising their

responsibilities also to our pohcyholders,

customers and employees, are fully aware of their

obligations to manage their affairs so as to create

value for our shareholders.

MICK NtWMARCH 19 APRIL 1991
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1991 will see considerable

development at Prudential

Financial Services. Keith

Bedell-Pearce (right) has

recently been promoted to

Chief Executive, and has

been joined by TrevorPidlen

(left) as Operations Director.

As the division for both

Prudential Holbom and

Prudential Corporate Pen-

sions. Prudential Financial

Sen ices u 'ill become the focus

for all distribution in the

United Kingdom, other than

through the Vlomt Service

sales force. We recognise the

need to build and be effective

through all methods of

distribution to the financial

services market.
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Prudential Corporation

Group Finana Director

Ahchael Lawrence has

played a significant rule

dtinngthe ytdruuki"doping

tlx CnrpuniliiDi's annul

control mtchamsms. A /so,

as Chairman nf tht

Association of British Inst/nrs

staring group on lift profit

nporting, IK has ban

instrumental in industry

mores towards a more true

and fair view of the

emergence 0/ shareholders'

profit over the lifetime of lift

assurance contracts.
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Total premiums from our core life assurance and

pensions businesses rose 10 per cent to £5,280

million, exceeding the £5 billion mark for the first

time. The underlying growth was 21 per cent in

original currency terms. Increases were attained in

all our major territories and worldwide, new

annual premiums rose five per cent to £663

million, and single premiums 11 per cent to

•('2,618 million.

Long-term profits show an increase to £367

million. United Kingdom long-term profits rose

to £244 million, reflecting the continued growth

of the life fund. In America, Jackson National Life

maintained its profitability in a difficult market.

Long-term business profits from our reinsurance

subsidiary Mercantile and General increased to

£66 million.

In the difficult general insurance market,

worldwide premiums of £1,155 million were the

same as 1989. Downward pressures on rates

restricted growth on existing business and limited

the acquisition of new business.

The worldwide underwriting loss of £318

million includes a net charge of £89 million for

the cost of the storms across North Western

Europe in January and February. In the LJnited

Kingdom, there has been strong competition on

rates and poor claims experience in a number of

areas, including subsidence, fire and theft claims.

The need to increase claims reserves has caused a

deterioration in the general insurance result of

Mercantile and General.

We have been considering how best to

ensure that we improve our overall general

insurance performance. Various actions have

already been taken, for example a number of

significant price increases have been

implemented both during the year and early in

1991; other remedial actions are being taken.

These accounts reflect the full cost of the

decision made during 1990 to withdraw from the

estate agency business. We have incurred trading

losses of £34 million together with £41 million of

run-off and closure costs. We expect no further

charges to future profits in this respect.

Shareholders' other income includes the

investment return on shareholders' funds. A

reorganisation of the equity investments in our

shareholders' portfolio resulted in realised gains

of £36 million.

The tax charge for the year appears very high

in relation to the profit on ordinary activities

before tax, when compared with last year. This has

happened because for United Kingdom tax

purposes Prudential is two very different

businesses, which are taxed completely

separately. Our long-term businesses have made

profits and our profit and loss account includes

tax at normal rates on these profits; losses on our

general insurance and estate agency businesses

cannot be set fully against the long-term profits, to

reduce the overall tax charge.

In addition to the trading profit, an extraor-

dinary profit of £3 3 million was made, comprising

a profit of £86 million from the sale of our Belgian

subsidiary L'Escaut, less the closure costs of the

estate agency business already mentioned and

some overseas insurance agencies, together

totalling £53 million.

UNITED KINGDOM

LONG-TERM BUSINESS

Total revenue premiums from our United

Kingdom long-term business increased by 14

per cent to £2,402 million. Profits rose to £244

million from £241 million last year.

During the year there was a significant

downturn in the United Kingdom economy

which restricted the level of discretionary
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spending power available in the markets in whieh

we operate. In addition, the continuing depressed

state of the housing market hindered the sale of

mortgage-related endowment products.

Despite these adverse conditions we

achieved a four per cent increase in total new

annual premiums to < 339 million, with total single

premiums increasing 19 per cent to <'926 million.

Sales of annual premium personal pensions

reduced by -O million to ("13'i million. This

follows a period of very strong sales resulting from

changes in legislation in 1988, following which it

was inevitable that there should eventually be a

slight slow down. However, we remain market

leader in this very important segment of our

business with 12 per cent of the market.

Annual premium assurances include our

mortgage-related low cost endowments, other

endowment savings products and all of our pure

life assurance policies. Sales of these products

increased from i'\tf million to i'162 million

largely as a result of a successful marketing

campaign. Savings 2000, to sell ten year

endowments to take advantage of the fact that

they would mature at the turn of the century. In

total, sales of savings endowments rose from O l

million to -O7 million. Sales of our mortgage-

related endowment held up well in the prevailing

housing market conditions, reducing only slightly

to O 2 million from . 0 3 million last year.

Sales of Industrial Branch policies, those

policies for which premiums-are collected four

weekly by personal visits to the pohcyholder,

continue to provide a significant steady source of

income, amounting to ('65 million, the same as in

1989.

Single premium pensions of (105 million

were 50 per cent up on 1989, and include ('272

million of government rebates for individuals

contracting out of the State Earnings-Related

Pension Scheme. Rebates include -('74 million

from customers signing contracts for the first time

in 1990. This represented a 19 per cent share of the

market for non-linked contracts for this type of

business.

Other single premium pension sales include

i'W million for policies sold by

___ Prudential Holborn, a

significant improvement

[over ,(.'40 million last year.

Lack of investor

confidence in the stockmarkets

during the second half of the

year restricted sales of linked

corporate pensions business,

but this was offset by increases

m single premium annuities.

Bonus declarations for our United

Kingdom with-profits policies were announced

at the same time as these results and although

some policy proceeds have reduced, the size of

the lire hind has continued to increase. This

means that the total bonuses allocated over all

policies have increased over last year, with a

consequent increase in shareholder profits.

Profits from our main with-profits fund rose seven

percent to (1 39 million while Industrial business

provided a further ("76 million.

C;KNI;KAI. INSI KAXC.I

A loss of O09 million was incurred by our

I'nited Kingdom general insurance operations

on premiums of ('537 million.

Both personal ami commercial lines of

business suffered weather-related losses,

incurring total costs of 0 0 million tor

subsidence and (59 million for the storms in

January and February. The seventy of these

storms can best be demonstrated by the fact that

iE TEA CADDY HAS BF.ILN THE

TRADITIONAL HOMH FOR

SAVINOS.
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GENERATIONS OF SAVKRS HAVE,

HOWEVER, RECOGNISED THE LIFE

ASSURANCE CONTRACT AS A FAR

BETTER MEANS TO PROVIDE FOR

THE LONGER TERM IT GIVES

ACCESS TO THE BENEFITS OF

COLLECTIVE INVESTMENT FOR

MILLIONS OF PEOPLE

in excess of 125,000 claims were paid. These cost a

total off 94 million, against which we were able to

reclaim -O5 million from reinsurance policies

which we hold specifically to cover such

incidents.

Competition was intense in commercial

lines with rates insufficient to counter the effect

of increased claims. The cost of fire claims was

high but was inline with industry experience. The

worst ever fire damage losses since records began

were reported by the Association of

British Insurers in 1990. Industry wide, claims of

over i'l billion were more than a quarter up on

1989 figures.

Unacceptable levels ot loss were incurred on

a number of large fleets of vehicles, and we have

reduced our exposure to this type of business.

Conditions m the United Kingdom

commercial property market worsened during

the year, which caused a number of claims to be

made under mortgage protection policies. This is

not a significant part of our general insurance

portfolio, but we consider it necessary to provide

•('12 million against potential claims.

We have also looked closely at our private-

household insurance and decided to simplify

considerably the types of policy we sell. Our new

product has proved very successful in its test

launch areas, and we expect significant benefits

from it in the future.

In order to improve the performance of our

general insurance business, we raised most

personal and some commercial rates during the

year and made further increases at the beginning

of 1991. Recent rate increases in the market as a

whole represent encouraging signs that the

bottom of the cycle may have been reached.

OTHER TRADING ACTIVITIES

Profits from our investment management

division fell by i'9 million to i'7 million, as

falling stock markets reduced the value of funds

under management on which fees are earned;

also our property investment operations were

restructured at a cost of O million. The division

opened an office in Chicago during the year to

take over the management of Jackson's

investment portfolio. Set up costs reduced

profits by 4'1 million.

During the year, two new unit trusts were

launched — Cash Haven trust and the Pacific

Markets trust — and the range of options

available to investors in personal equity plans

(PEPs) was widened. Sales of unit trusts suffered

in line with the entire unit trust industry. PEPs

sales, boosted by the increased product range

and legislative changes, increased to CIS million

from i'2 million in 1989. The fall in markets

following the beginning ot the Gulf crisis further

affected investor confidence which was already

proving very slow to return after the 1987

market crash. A loss of O million was made

against the i'2 million profit in 1989 on the

combined unit trust and PF.P business.

The losses incurred by the estate agency-

business from normal trading activities prior to

the announcement of branch closures or sales

have been included within profit on ordinary
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activities and amount to O t million. Losses since

the announcement in mid-November of the

decision to sell the business, together with

closure costs and sale expenses, have been treated

as an extraordinary charge. In total these amount

to i'4\ million.

INTERNATIONAL

LONO-Tl.RM HI SIXI-SS

'lotal revenue premiums from our International

long-term businesses rose by four per cent to

.('2,365 million. The underlying premium

growth in original currencies ot 24 per cent is

masked by the relative strength of sterling

during the year. Profit totalled ('57 million in

1990, broadly in line with 1989 m underlying

currencies.

In America, lackson National Life has

continued its impressive sales growth, reflecting

the maintenance of its competitive position and

the expansion ot its agency network. A further

three new regional offices were opened during

the year and Jackson is now operating in 42

states of the 48 in which it is licensed. Total

premiums of 1;S$2,84-1 million are 35 per cent

above those tor 1989. although the relative

weakness of the dollar during the year reduces

this to 12 per cent in sterling terms. Jackson sells

mostly annuity and term assurance products,

and invests m fixed interest securities on the US

bond market to back the policies. It buys bonds

in the market with the aim of holding them until

maturity, with the average outstanding period to

maturity being 6 to 7 years. Because of this aim,

Jackson does not trade its bonds widely, and

short-term falls in their market value do not

have an adverse impact on profits. However, it

the company issuing a bond goes into default

Jackson may incur a loss, and we now have

reserves of I SS235 million m the balance sheet

to cover potential defaults within the portfolio.

Profits of USS53 million are at the same level as

last year.

Premiums of CS664 million in Canada

show an 11 per cent increase over 1989 as a result

of increased single premium annuity sales but

declined by seven per cent after translation into

sterling. Profits of C$15 million were five per

cent below last year.

Strong sales in Australia of a new unit-

linked bond and competitive rates on

non-linked group schemes contributed to an

increase in revenue premiums of 22 per cent to

A$932 million. Profits increased 21 per cent in

dollar terms to A$38 million largely through

growth in the amount of business in force in the

with-profits fund.

Single premiums in Ireland, where much of

the income is in unit-linked bonds, were badly

affected by falling investor confidence

throughout the year and particularly during the

Gult crisis, and as a result revenue premiums fell

by 35 per cent to ̂ '62 million and profits fell by

18 per cent to < i million.

Prudential Leven in Holland saw

premiums rise by 36 per cent to t'M million,

and Prudential Vita in Italy almost doubled its

premiums to O l million. In the Far East the

combined premiums of the Singapore and Hong

IN EARLIER TIMES, THE

PRUDENTIAL ASSURANCE

C C E D

PREMIUMS IN CASH IN STOUT

LEATHER BAGS.
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THE LEATHER BAGS HAVE LONG

SINCE HEEN REPLACEO BY MORE

APPROPRIATE METHODS. THH

LATEST ELECTRONIC COLLECTING

BOOK SPEEDS OPERATIONS AND

IMPROVES EFFICIENCY.

Kong operations rose 2 I per cent to I' (8 million.

RAI. I N S I H U M :H

Total gross written premiums from our

International businesses (>l Ol ' i million

represent a nine per cent fall against last year,

accounted for by the strength or sterling and the

sale of our Belgian subsidiary I.T'scauf in

September. In Canada, our largest overseas

operation, premiums rose five per cent in local

currency. Growth has been limited, as

competitors seeking to increase market share

have been slow to follow our rate increases and

we have nor sought to acquire new business at

potentially uneconomic rates.

During the year a review was carried out

into the ;':ohtabiht\ of some of our overseas

general insurant < operations. It was decided that

overcapacity and ^Mtc legislation in the Belgian

market meant that it was unlikely that I.Tscauf

would ever Ix able to make significant profits lor

the Corporation, and that it should therefore be

sold. I he ITCIKII insurer AGP purchased

L'fcscauf. 1-or similar reasons, it was decided to

close some' of our smaller overseas agencies.

LT.scaut was sold tor < n 6 million, and the

profit of (H(- million together with the agency

closure costs are shown within extraordinary

items.

The total ordinary trading loss for the year

ot i'l(y m:lhon is accounted for by losses

incurred by LTscaut prior to its sale, and by the

London Market operations. Both were

significantly affected by the early year storms,

which cost .('12 million. Canada's result

improved over 1989, largely as a result of mild

winter weather, despite an increase in claims

provisions of O million as a result of new taxes.

REINSURANCE

I.ONCi-'IT.RM IH'SINHSS

Gross revenue premiums increased by 21 per

cent to '̂514 million (36 per cent in underlying

currencies). Good growth has been achieved in

our life business, and there has also been a

further significant increase in medical expenses

business in the I'S.

A large amount of our North American

business was written through the Canadian

branch of Mercantile and General United

Kingdom. The nature of this business was such

that the emergence of profit had been restricted

because ot the need to maintain reserves on a

United Kingdom statutory basis. However,

following the transfer of the Canadian business

of the branch to a new- local subsidiary there has

been a non-recurrent release from reserves in

199(1 which is included in the profit of i66

million.

The 1989 profit of O l million included a

release of reserves following a reassessment of

the level ot reserves held against potential AIDS

claims.

< ,! M :RAI. INSI :RANC:I-.

Gross written premiums show a five per cent

reduction to <'3dt million, but there was a nine

per cent increase in underlying currencies.

The trading loss for the year of i'60 million

reflects a i'22 million deterioration in the under-

writing result to O10 million and a <']() million

fall in investment return. The storms in January

and Februarv cost a net i'lS million, after
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transferring £8 million from the catastrophe

reserve. In addition, we have added i'49 million to

our reserves in respect of prior year claims in the

light of further information. These include

asbestos related claims, pollution and Piper

Alpha.

FINANCIAL POSITION

The financial position of the Group has been

affected by the fall in stockmarket values during

the year and the lower earnings. Funds under

management at the year end totalled C4y billion

compared to i'47 billion last year. The general

insurance solvency margin of the Prudential

Assurance Group was 45 per cent (1989 65 per

cent) and of the Mercantile and General Group,

64 per cent (1989 101 per cent). Total

shareholders' funds were {'503 million at the

year end, but have since benefited as world

stockmarkets have risen. Interest payments on

shareholder borrowings were covered 8.5 times

by profit before interest. Corporate expenditure

was held at approximately the same level as

1989, as the benefits of making all service areas

within the Group into profit centres charging

market rates for their services began to be felt.

During the year we have made use of

commercial paper borrowings to provide a

flexible source of finance and reduce the cost of

borrowings, and, as part of this programme, have-

repurchased the remaining i'47 million of the

Group's sterling floating rate note debt.

PREPARATION OF ANY FINANCIAL

ANALYSIS OF OUR BUSINESS LISi-D

TO BE A TIME CONSUMING

AFFAIR, AIDED ONLY BY

MECHANICAL CALCULATING

MACHINFS.

THE POWER OF MODERN

COMPUTING IS NOW ALLOWING

CONSIDERABLE IMPROVEMENTS IN

TERMS OF ANALYSIS AND

FINANCIAL REPORTING

im
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SIR BRIAN CORBY FIA
Chairman

(AGE 6l) A director since 1983. Chairman since
J990. Former Group Chief Executive. Director
of the Bank of England. President of the
Confederation of British Industry. Chairman of
the South Bank Board. Former Chairman of the
Association of British Insurers.

SIR TREVOR HOLDSWORTH FCA
Deputy Chairman

(AC;K 63) A director since 1986 and Deputy
Chairman since 1988. Chairman of Allied Colloids
and National Power. Former Chairman of GKN.
Former President of the Confederation of
British Industry.

SIR ALEX JARRATT CB
Deputy Chairman

(AGE 67) A director since 1985 and Deputy
Chairman since 1987. Chairman of Smiths
Industries. Deputy Chairman of Midland Bank.
Director of 1CI.

MICHAEL NEWMARCH
Griiuj'i•Chiuj' Rxautin

(AGI-' 52) An executive director since 1985.
Group Chief Executive since 1990.

MICHAEL ABRAHAMS MBE
(AGI-: 53) A director since 1984. Director of John
Waddington, Dalepak and Drummonds. Former
Deputy Chairman of John Crowther Group,

RONALD ARTUS CBE FSIA

(ACE 59) A director since 1984. Former Group
Chief Investment Manager. Director of
Celltech, Electrocomponents and General
Electric Company.

MARY BAKER
(AGI; 54) A director since 1988. Director of Avon
Cosmetics and Barclays. Former Chairman of the
London Tourist Board.

THE RT HON LORD BUTTERFIELD OBE DM FRCP

(ACE 71) A director since 1981. Chairman of the
Croucher Foundation (Hong Kong). Former
Regius Professor of Physic, University of
Cambridge. Former Master of Downing College.
Vice-Chancellor of Cambridge University from
1983 to 1985.

SIR RONALD DEARING CB
(AGE 60) A director since 1987. Chairman of
Northern Development Company. Chairman of
The Polytechnics and Colleges Funding Council.
Chairman of the Financial Reporting Council.
Director of British Coal. Former Chairman of
Post Office Corporation.

ANTHONY FREEMAN FCA FCMA

(AGI-: 53) An executive director since 1985.
Director of LAUTRO.

THE HON SIR VICTOR GARLAND KBE FCA
(AGE 56) A director since 1984. Member of the
Australian Federal Parliament from 1969 to 1981,
holding various ministerial posts. High Com-
missioner for Australia in the UK from 1981 to
1983. Director of a number of investment trusts.
Vice Chairman of the South Bank Board.

THE RT HON LORD HUNT OF TANWORTH GCB
(AGE 71) A director since 1980. Chairman from
1985 to 1990 and Deputy Chairman from 1982 to
1985. Secretary of the Cabinet from 1973 to 1979.
Chairman of Banque Nationale de Paris pic.

HUGH JENKINS FRICS FPMI

(AGE 57) An executive director since 1989.

MICHAEL LAWRENCE FCA
(AGE 47) An executive director since 1988.

JOHN LOCK FCII

(AGF 60) An executive director since 1988.

BRIAN MEDHURST FIA
(AGE 56) An executive director since 1985.

PETER MOODY CBE FIA
(AGE 72) A director since 1981 and Deputy
Chairman from 1984 to 1988. Chairman of
Prudential Staff Pensions. Former Joint Secretary
and Group Chief Investment Manager. Director
of Laird Group. Former President of the
Institute of Actuaries.

JULIUS NEAVE CBE JP DL
(AGI; 71) A director since 1982. Former Managing
Director, Mercantile and General Reinsurance.
Past President of the Geneva Association, past
President of the Chartered Insurance Institute
and former Chairman of the Reinsurance Offices
Association.

THE RT HON JAMES RAMSDEN
(AGE 67) A director since 1972 and Deputy
Chairman from 1976 to 1982. Member of
Parliament from 1954 to 1974, holding various
ministerial posts. Chairman of the London
Clinic.

COLIN SOUTHGATE
(AGE 52) A director since 1989. Chairman and
Chief Executive of Thorn EMI. Director of Lucas
Industries, PowerGen and the Bank of England.
Vice Chairman of the South Bank Board.
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DIRECTORS' REPORT

for the year ended 31 December 1990

PRINCIPAL ACTIVITY AND BUSINESS REVIEW

Prudential Corporation pic is the Group holding

company and the principal activity of its

subsidiary undertakings is the provision of

financial services, including the transaction of

insurance and reinsurance business of all classes

in the United Kingdom and overseas. Particulars

of principal subsidiary undertakings are given on

page 45.

Since the year end the Group has disposed of

certain of its estate agency operations. The

Group's business is reviewed in the Chairman's

Statement on pages 4 to 6, the Chief Executive's

Review on pages 9 to 15 and the Review of

Operations on pages 23 to 28.

ACCOUNTS

The consolidated balance sheet on page 34

shows the state of affairs of the Group at 31

December 1990. The Company's balance sheet

appears on page 35 and the consolidated profit

and loss account on page 33. There is a five year

review of the Group on pages 48 and 49.

DIRECTORS

The present directors are shown on page 29.

Mr F G Wood retired on 30 May 1990.

The directors retiring by rotation at the

Annual General Meeting are Mrs M E Baker,

Mr J A Freeman, Sir Alex Jarratt, Mr M J Lawrence

and Mr B Medhurst. They offer themselves for

re-election. Sir Ronald Dearing also retires by

rotation but does not offer himself for

re-election. Mr P E Moody and Mr J E Ramsden

retire at the Annual General Meeting.

The service contracts of Mr J A Freeman,

Mr M J Lawrence and Mr B Medhurst are not for

a fixed period but are terminable on not less

than three years' prior written notice given by

the employer.

A statement of directors' interests is set out

on page 47.

DIVIDENDS

The directors have declared a final dividend for

1990 of 6.8 pence per share payable on 29 May

1991 to shareholders on the register at the close

of business on 11 April 1991. The dividend for

the year, including the interim dividend of 3.5

pence per share paid in 1990, amounts to 10.3

pence per share compared with 9.2 pence per

share for 1989. The total cost of dividends for

1990 was £191.8 million requiring a transfer of

£41.9 million from retained profit.

EMPLOYEES

The following information is given in respect of

employees of the Group in the United Kingdom

only. The policy towards employees overseas is

the same but the practical application of the

policy varies according to local requirements.

Number of Employees

The average number of persons employed by

the Group in the United Kingdom in each week

of 1990 was 29,757 and their total remuneration

was £543.1 million.

Equal Opportunity

Group policy is to recruit, develop and employ

staff on the basis of the suitability of their

qualifications and experience to the work to be

performed, regardless of sex, marital status,

creed, race, nationality or disability. Full

consideration is given to continuing the

employment of staff who become disabled and

to providing training and career development

opportunities to disabled employees.

During 1990, this policy was furthered by

initiatives including targeted advertising

intended to attract more women and ethnic

minorities into the field sales force; the intro-

duction of job sharing; production of a staff

maternity booklet and measures designed to

ease the return to work of women who have

been away from paid employment for some time.
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Employee Involvement

Arrangements continued in 1990 to communicate

with employees on issues which concern them,

and to develop channels through which

employees' views can be sought, including the

further use of employee attitude surveys. The

introduction of new working arrangements and

technology to support Home Service Field

Operations involved particular use of communi-

cation groups to ensure staff involvement. For the

eighth year running employees were invited to

participate in the Prudential Savings-Related

Share Option Scheme. The board of the trustee

company of the Prudential Staff Pension Scheme

has directors elected by the members of the

scheme.

COMMUNITY SUPPORT

During the year the Company and its subsidiary

undertakings made direct charitable donations

of .0,002,000 in the United Kingdom and

.097,000 overseas.

Some 300 community organisations in the

United Kingdom, concerned with a variety of

issues including medical research and health

care, education, training and employment, and

social issues such as AIDS, homelessness and

child abuse, benefited from central support. A

substantial number received more modest

donations through the divisional office network.

During the year, 15 members of staff

participated in the secondment programme,

which represented a further contribution of

•005,000 to charitable projects.

AUDITORS

The Company's auditors, Coopers & Lybrand

Deloitte, will retire at the conclusion of the

Annual General Meeting.

A resolution proposing the appointment of

Price Waterhouse as auditors to the Company

will be put to the Annual General Meeting.

ANNUAL GENERAL MEETING — SPECIAL BUSINESS

The authority given to the directors in May 1986

to allot the unissued share capital of the

Company up to a nominal amount of

£44,678,121 expires on the date of the

forthcoming Annual General Meeting. The

board recommends that this authority be

renewed for a further five years and an ordinary

resolution will be proposed to authorise the

board to allot the unissued share capital up to a

maximum nominal amount of £26,811,095

during this period.

SHAREHOLDERS

The number of registered shareholders at 31

December 1990 was 63,198 (60,662). As far as

the directors were aware, at 5 April 1991 no

person had a shareholding of three per cent or

more of the share capital of the Company.

An analysis of shareholdings in the Company

at 31 December is given below:

1990% 1989%

Banks and other
nominee companies

Insurance companies

Pension funds

Investment trusts and unit trusts

Other corporations

Individuals

55.8

15.2

9.9

0.6

5.2

13.3

100.0

54.0

16.2

11.0

0.6

4.0

14.2

100.0

CLOSE COMPANY PROVISIONS

The close company-provisions of the Income

and Corporation Taxes Act 1988 do not apply to

the Company.

By order of the board of directors

P R Rawson

Secretary

19 April 1991
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NOTICE OF MEETING

Prudential Corporation Public Limited Company. Incorporated and Registered in England and Wales. Registered number
1397169.

Notice is hereby given that the Annual General Meeting or the Company will be held at the Plaisterers Hall, 1 London
Wall, London EC2Y 5JU on Wednesday 29 May 1991 at 11.30 am for the following purposes:

ORDINARY BUSINESS
1. To receive and consider the Directors' Report and the Accounts for the year ended 31 December 1990.
2. To re-elect as directors, Mrs M E Baker, Mr J A Freeman, Sir Alex Jarratt, Mr MJ Lawrence, and Mr B Medhurst.
3. To appoint auditors.
To transact any other business proper to be transacted at the said meeting not being special business.

In connection with the appointment of auditors, special notice has been given to the Company, pursuant to the
Companies Act 1985, that a resolution will be moved proposing the appointment of Price Waterhouse as auditors to
the Company in place of the retiring auditors Coopers & Lybrand Deloitte.

SPECIAL BUSINESS
Ordinary Resolution

THAT the directors be and they are hereby generally and unconditionally authorised to exercise the power of the
Company to allot relevant securities (within the meaning of Section 80 of the Companies Act 1985) up to an aggregate
nominal amount of £26,811,095 and this authority shall (unless previously revoked or renewed) expire five years after
the date of the passing of this resolution and by such authority the directors may make offers or agreements which
would or might require the allotment of relevant securities after the expiry of such period.

By order of the board of directors

P R Rawson
Secretary
1 Stephen Street, London WlP 2AP

2 May 1991

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, on a poll, vote instead of him; a proxy need not be a
member of the Company.

The register of directors' interests kept under the Companies Act 1985 will be available for inspection at the meeting.
Copies of the service contracts of executive directors (which are not expiring or determinable without compensation
within one year) will be available for inspection at the transfer office of the Company, 1 Stephen Street, London
WlP 2AP, during business hours on any weekday (excluding Saturdays and bank holidays) from the date of this notice
until the date of the meeting and will be available for inspection at the Plaisterers Hall for 30 minutes prior to, and at,
the meeting.

FINANCIAL CALENDAR

Payment of 1990 final dividend 29 May 1991

Annual General Meeting 29 May 1991

Announcement of 1991 interim results 11 September 1991

Payment of 1991 interim dividend 28 November 1991

Announcement of 1991 full year results 24 March 1992
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C O N S O L I D A T E D P R O F I T A N D LOSS A C C O U N T

year ended 31 December 1990

Note 1990 Cm 1989 fm

PROFIT/(LOSS) BEFORE TAX FROM

Long-term business

General insurance

Estate agency

Shareholders' other income

PROFIT ON ORDINARY ACTIVITIES BEFORE TAX

Tax

Minority interests

PROFIT ON ORDINARY ACTIVITIES AFTER 'FAX

EXTRAORDINARY ITEMS

PROFIT ATTRIBUTABLE TO SHAREHOLDERS

AFTER EXTRAORDINARY ITEMS

TRANSFER FROM/(TO) REVALUATION RESERVE

DIVIDENDS

TRANSFER (FROM)/TO RETAINED PROFIT

1

2

3

4

5

6

6

367.1
(185.0)

(33.7)
95.4

243.8
(132.5)

(0.1)

111.2
32.8

144.0
5.9

(191.8)

(41.9)

358.9

(8.6)

(48.9)

84.1

385.5

(110.2)

(0.4)

274.9

-

274.9

(28.5)

(170.0)

76.4

EARNINGS PER SHARE;

Based on earnings of ,('111.2m (£274.9m) and

1,855.7m (l,846.6m) shares 6.0p I4.9p
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C O N S O L I D A T E D BALANCE SHEET

31 December 1990

Note 1990 tm

14,050.5
5,169.8
2,232.3
9,727.4
1,270.1
1,828.1

1989 i m

16,195.6

6,022.6

2,345.2

9,305.7
1,676.4

1,761.3

INVESTMENTS

Ordinary shares

Properties

British Government securities

Other fixed income securities

Mortgages and loans

Short-term deposits

34,278.2 37,306.8

OTHER ASSETS

Fixed assets

Tax recoverable

Debtors

Bank balances and cash

137.5
422.9

1,446.4
262.1

132.8
118.3

1,395.1

153.9

2,268.9 1,800.1

TOTAL ASSETS 36,547.1 39,106.9

LeSS LIABILITIES

Outstanding claims

Bank loans and overdrafts

Other borrowings

Tax

Deferred tax

Final dividend

Other creditors

690.6
326.9
469.0
116.7

8.8

126.6
826.6

673.5
238.8

587.2

62.9

3.3

112.9
756.2

2,565.2 2,434.8

TOTAL ASSETS LESS I.I ABILITIES 33,981.9 36,672.1

LeSS INSURANCE FUNDS AND RESERVES

Long-term business

General insurance

32,486.7
988.0

33,474.7

34,823.2

1,034.0

35,857.2

LeSS MINORITY INTERESTS

507.2
4.2

814.9

1.3

503.0 813.6

SHAREHOLDERS' CAPITAL AND RESERVES

Share capital

Share premium

Reserves

11

11

6

93.1
65.3

344.6

92.6
52.0

669.0

503.0 813.6
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BALANCE SHEET OF THE COMPANY

31 December 1990

Note 1990 i'm 1989 -<'m

F I X E D ASSETS

I N V E S T M E N T S

Shares in subsidiary undertakings 17 226.2 271.2

Loans to subsidiary undertakings 17 573.2 534.6

799.4 805.8

CURRENT ASSETS

DEBTORS

Amounts owed by subsidiary undertakings

Other debtors

BANK BALANCES AND CASH

152.8

3.2

29.7

190.8

1.1

-

185.7 191.9

LeSS LIABILITIES: AMOUNTS I-ALLINO DUE

WITHIN ONE YEAR

Bank loans and overdrafts

Tax

Deferred tax

Amounts owed to subsidiary undertakings

Final dividend

Other creditors

2.1
-

—

200.2

126.6

7.5

41.8

5.0

5.1

48.9

112.9

1.2

NUT Cl

TOTAL

JRRENT LIABILITIES

ASSETS LESS CURRENT LIABILITIES

336.4

(150.7)

648.7

214.9

(23.0)

782.8

l.vSS LIABILITIES: AMOUNTS FALLINCi DL'E AFTER

MORE THAN ONE YEAR

Amounts owed to subsidiary undertakings 325.3 363.9

Other borrowings 9 — 47.0

323.4 371.9

CAPITAL AND RESERVES

Share capital 11

Share premium 11

Reserves 6

323.4 371.9

The accounts on pages 33 to 47 were approved by the board of directors on 19 April 1991.

Sir Brian Corby, Chairman M G Newmarch, Chief Executive

93.1

65.3

165.0

92.6

52.0

227.3



S H A R E H O L D E R S ' S O U R C E A N D A P P L I C A T I O N O F F U N D S

year ended 31 December 1990

1990 .Cm 1989 t'm

M O V E M E N T S IN S H A K E H O L D E R S 1 C A P I T A L A N D RESERVES

Profit attributable to shareholders after extraordinary items

Current year investment (losses)/gains

Averaged gains transfers

Other reserve movements

Issues of shares

Dividendsf

144.0

(188.4)

(24.6)

(63.6)

13.8

(191.8)

274.9

187.1

(61.8)

(41.2)

16.3

(170.0)

(310.6) 205.3

MOVEMENTS IN NET ASSETS

INVESTMENTS

Net cash invested (33.4)

Realised and unrealised investment (losses)/gains: insurance companies (101.1)

non-insurance companies (36.9)

Exchange translation and other movements (154.3)

(325.7)

(68.2)

163.5

46.1

64.2

205.6

GENERAL INSURANCE FUND AND PROVISIONS

General insurance fund

Outstanding claims

46.0

27.5

(159.1)

(132.4)

(291.5)

OTHER ASSETS/LIABILITIES

Fixed assets

Debtors

Net tax recoverable

Other borrowings

Other creditors

Minority interests

(1.4)

52.9

74.7

(49.9)

(106.2)

(2.9)

26.0

134.4

18.8

14.0

41.2

1.0

(32.8) 235.4

NET LIQUID FUNDS

Bank balances and cash

Bank loans and overdrafts

24.8
(4.4)

20.4

52.5

3.3

55.8

(310.6)

SHAREHOLDERS' CAPITAL AND RESERVES

Shareholders' capital and reserves at beginning of year

Movement for year (see above)

813.6

(310.6)

205.3

608.3

205.3

Shareholders' capital and reserves at end of year 503.0 813.6

t Dividends paid in the year totalled £178.lm (£155.0m). The figure shown in the statement is the amount provided in the accounts for the current

year's dividends.

36



ACCOUNTING POLICIES

(A) DISCLOSURE REQUIREMENTS
The consolidated accounts are prepared in accordance with the provisions of section 255 of, and Schedule 9 to, the
Companies Act 1985 which cover the disclosures applicable to insurance companies. The accounts are prepared in
accordance with applicable accounting standards and with the statement of recommended practice issued by the
Association of British Insurers. The balance sheet of the Company is prepared in accordance with the provisions of
Schedule 4 to the Companies Act 1985, which apply to companies generally. The Company has taken advantage of the
exemption under section 230 of the Companies Act 1985 from presenting its own profit and loss account.

(B) BASIS OF CONSOLIDATION
The Group accounts incorporate the assets, liabilities and results of the Company and all its significant subsidiary
undertakings.

The results of subsidiary undertakings acquired or disposed of are normally brought into the accounts from the date
of acquisition or up to the date of disposal.

(C) LONG-TERM BUSINESS
Premiums and annuity considerations are accounted for when due, except for unit-linked business where premiums are
accounted for when the liabilities arising from those premiums are created.

Maturity claims are accounted for on the policy maturity date. Annuities are accounted for when the annuity
becomes due for payment. Surrenders are accounted for when paid. Death claims and all other claims are accounted for
when notified.

Tax on long-term business activities is charged to the long-term business funds.
Long-term profits are allocated from surpluses determined as the result of annual actuarial valuations. For non-linked

business, the amount of surplus allocated to shareholders is determined by the directors of the companies concerned in
accordance with the Articles of Association. For linked and long-term accident and disability business the whole of the
surplus arising is allocated to shareholders.

The transfer of shareholders' profit from the long-term business revenue account to the profit and loss account is
grossed up by attributable tax.

(D) GENERAL INSURANCE
(i) Underwritingresults

The underwriting results of general insurance are determined on an annual basis, except that:
— Fire and accident proportional reinsurance business is dealt with mainly on a deferred annual basis.
— Marine and aviation business and accident non-proportional reinsurance business are dealt with mainly on a three

year funded basis.
— Fire non-proportional reinsurance business is dealt with on a funded basis, profits being recognised after one to three

years.
For business dealt with on an annual basis, premiums written are accounted for in the year in which the risks are

assumed. The unearned proportion of the premiums and acquisition costs incurred in writing business relating to
periods of risk beyond the financial year end are deferred to subsequent accounting periods. Claims comprise the
settlement and handling costs of paid and outstanding claims arising from events occurring in the year and adjustments
to prior years' claims provisions.

For all funded business and business dealt with on a deferred annual basis, premiums and claims are recorded in the
accounting period in which they are notified.
(it) Insurance provisions

For business dealt with on an annual basis, unearned premiums are calculated mainly on a proportional basis having
regard to the premiums in force each month. The proportion of commission and other acquisition expenses relating to
unearned premiums is carried forward as deferred acquisition expenses. For business dealt with on a deferred annual
basis, unearned premiums are calculated on the basis of individual contract terms.

Outstanding claims comprise provisions for the settlement and handling costs of all claims incurred up to but not
paid at the financial year end whether reported or not.

For all funded business, premiums less claims paid and expenses relating to the open years of account are carried
forward and increased if necessary so that the funds for each year are sufficient to meet the estimated costs of all
outstanding liabilities, including claims incurred but not reported and the claims expected on unexpired risks.

Provisions are made as necessary for estimated future losses relating to unexpired risks at the financial year end and
for underwriting losses expected to arise on open years of account for deferred annual and funded business.

Certain liabilities are discounted to take account of the estimated periods over which premiums are received and
claims paid.
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ACCOUNTING POLICIES

(continued)

(E) OTHER INCOME

Estate agency income earned on property sales is recognised on the date of exchange of contracts. Initial charges on the
sale of unit trusts are credited to income on the associated contract date. Other investment management fee income is
recognised on an accruals basis.

(F) TAX

Tax is charged on all profits and income earned to date less reliefs. Provision under the liability method is made for
deferred tax arising from timing differences other than those considered likely to continue into the foreseeable future.
Deferred tax is not provided on earnings retained overseas and no provision is made for tax which would become
payable if investments were realised at the values shown.

(G) INVESTMENTS

(i) Investment income
Investment income is shown after deducting interest payable and directly related investment expenses. Income arising
on assets matching general insurance technical reserves is credited to the general insurance revenue account.
(ii) Investment valuations
Listed investments are shown at market value. Properties are shown at open market value as valued by the Group's
qualified surveyors or by professional external valuers. Unlisted investments and long-term mortgages and loans are
shown at directors' valuation. Short-term loans are shown at par. Shares in subsidiary undertakings are shown at cost
less provisions for diminution in value.
(Hi) Investment gains and losses
— Long-term business funds
For non-linked business, realised gains and losses and tax thereon are carried to investment reserve. Unrealised gains
and losses are carried to revaluation reserve. Transfers are made from time to time between investment reserve and the
long-term business revenue account or insurance fund. In the life business funds of certain subsidiary undertakings,
transfers are made from revaluation reserve to the revenue account. The amount of any transfer is determined by the
directors of the companies concerned.

For linked business, investment gains and losses are dealt with in the revenue account.
— General insurance and shareholders 'funds
Insurance company realised and unrealised gains and losses are taken to deferred realised gains reserve and to
revaluation reserve respectively. These gains and losses are then averaged over five years and transferred from these
reserves to investment return within the revenue account and the profit and loss account. The unrealised element is
subsequently transferred to revaluation reserve.

Non-insurance company realised gains and losses are included in shareholders' other income. Unrealised gains and
losses are taken to revaluation reserve.

(H) EXCHANGE RATES

Foreign currency revenue transactions, assets and liabilities are translated at rates of exchange ruling at the end of the
year, except for certain revenue transactions which are translated at rates of exchange ruling at the dates of the
respective transactions. Exchange gains and losses are dealt with mainly in long-term investment reserves and retained
profit.

(I) GOODWILL

Goodwill is written off against reserves in the year of acquisition.

0) FIXED ASSETS AND DEPRECIATION

Major items of capital expenditure on computer equipment, vehicles, furniture and office equipment are capitalised
and depreciated by equal annual instalments over their estimated useful lives.

(K) LEASED ASSETS

Assets held under finance leases are capitalised at their fair market value. Commitments under these leases are included
within other creditors.

(L) PENSION COSTS

The charge to revenue in respect of employers' contributions to defined benefit schemes is calculated on a basis which
spreads the pension costs over the service lives of scheme members. Contributions in respect ot defined contribution
schemes are charged to revenue when incurred.
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NOTES ON THE ACCOUNTS

1 LONG-TERM BUSINESS REVENUE ACCOUNT
Note-

Gross premium income
Less reassurance

Net premium income
Investment income
Transfer from investment and revaluation reserves
(Decrease)/increase in value of investments related to linked business

5,279.9
90.0

5,189.9
2,284.4

964.9
(561.1)

7,878.1

4,791.2
70.0

4,721.2
2,063.2
1,528.6

538.2

8,851.2

Gross claims and surrenders
Less reassurance

Net claims and surrenders
Commission
Expenses
Tax
Increase in insurance liability

3,107.9
38.1

3,069.8
418.7
662.4
97.3

1,816.7
6,064.9

2,717.1
38.5

2,678.6
399.6
633.3
161.2

3.23ZO

7,104.7

Surplus for distribution
Policyholders' bonuses

Shareholders' profit after tax
Shareholders' tax

Transfer to consolidated profit and loss account

1,813.2
1,574.2

239.0
128/[
367.1

1,746.5
1,499.4

247.1
111.8

358.9

GENERAL INSURANCE REVENUE ACCOUNT

Gross premiums written
Less reinsurance

Net premiums written
I.iSi increase in insurance liability

1,155.0
129.5

1,025.5
70.6

954.9

1,155.0
117.9

1,037.1
115.3
921.8

Gross claims
Liss reinsurance

Net claims
Commission
Expenses
Deferred acquisition expenses

1,088.4
220.8
867.6
180.9
229.9

(5-8)
1,272.6

836.9
157.4

679.5
183.2
216.3

1,072.1

Underwriting result
Investment return

Transfer from consolidated profit and loss account

(317.7)
132.7

(185.0)

(150.3)
141.7

(8-6)

SHAREHOLDERS' OTHER INCOME
Note

Investment return
Corporate expenditure
Interest on borrowings

Trading results from:
Investment management
Unit trusts and personal equity plans

7

12

Transfer to consolidated profit and loss account

148.0
(25.8)
(32.3)
89.9

6.7
(T2)
95.4

135.1
(24.7)
(44.0)
66.4

16.0
1.7

84.1
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NOTES ON THE ACCOUNTS

(continued)

4 TAX

(i) Tax charged in the profit and loss account and in the long-term business revenue account.
The table below gives details of the tax charged on all profits and income earned to date included in the consolidates:
profit and loss account on page 33 and in the long-term business revenue account (see note 1 on page 39).

Corporation tax
Double tax relief

Tax on transfer of averaged realised gains (see note 6)
Tax on franked investment income
Overseas tax

Prior year adjustments

Deferred tax
Current year
Prior years

Shareholders' attributable tax

Long-term

1990 -fm

43.5
(3.6)
39.9

81.9
49.2

171.0
(60.8)
110.2

(11.9)
(1.0)
97.3

(128.1)
(30.8)

business

1989^m

32.8
(2.4)

30.4

55.8
48.8

135.0
21.0

156.0

5.7
(0.5)

161.2
(111.8)

49.4

General insurance

and shareholders

1990 fm

(47.0)
(6.8)

(53.8)
14.5
5.9

19.4
(14.0)

6.4
(7.6)

(1.3)
13.3
4.4

128.1
132.5

1989 Cm

(27.1)
(7.4)

(34.5)
14.1
6.0

17.6

3.2
1.0

4.2

(8.0)
2.2

(1.6)
111.8

110.2

The long-term business charge in 1990 has been reduced by £~91.1m due to the utilisation of exceptional tax losses
arising in the previous year.

(ii) Tax (credited to)/charged against reserves.
Tax credited to reserves was .('35.0m (charge of <'46.9m), as follows:

Current tax
Deferred tax

Revaluatu

1990 .Cm

4.2

4.2

m reserve

1989 *'m

1.5

1.5

Orher n

1990 Cm

(41.4)
2.2

(39.2)

•serves

1989 ̂ m

54.3
(8.9)

45.4

(iii) Deferred tax in the balance sheets.
Deferred tax in the balance sheet of the Company relates to short-term timing differences. Deferred tax in the
consolidated balance sheet relates to:

Short-term timing differences
Life assurance acquisition expenses
Unrelieved losses carried forward
Capital allowances
General insurance business reserves

Potential

liability

I990 4m

41.1
(16.8)

(8.6)
13.6

(20.5)
8.8

Amount
provided

1990-Cm

40.7
(16.3)
(16.1)
(0.7)
1.2

8.8

Potential
liability

(989 £m

34.3
—
-

19.5
(31.4)

22.4

Amount
provided

1989 < m

33.3

-
(4.7)

(25.3)

3.3

The maximum tax payable if investments were disposed of at the values shown is .('695m (,^'l,767m). No provision has
been made in the accounts for these amounts.



EXTRAORDINARY ITEMS 1990 -Cm 1989 i'm

Extraordinary income
Profit on sale of Compagnie d'Assurance de l'Escaut SA (L'Escaut)

Extraordinary charges
Closure costs of estate agency operations

Closure costs of overseas insurance agencies

Extraordinary profit before and after tax

86.1

(41.3)
(12.0)
32.8

Closure costs of estate agency operations incorporate the full costs of disposal, including costs not yet incurred, net of
estimated sale proceeds.
No tax is payable on the sale of L'Escaut due to the availability of losses.
Goodwill of £5.0m in respect of L'Escaut and of .£226.4m in respect of estate agency operations was written off to
reserves at the time of acquisition.

RESERVES
Revaluation

reserve
t'm

311.7

(130.4)
(73.0)

note 7) 11.3
(5.4)

(5.9)
(5.1)

(0.9)
102.3

Deferred
realised gams

reserve
t'm

83.9

29.3

(14.3)

(22.3)
(22.7)
14.5

(24.3)

44.1

Retained
profit

i'm

273.4
(41.9)

29.4
(33.7)
(15.9)
(13.1)
198.2

Total
t'm

669.0
(41.9)

(101.1)
(73.0)
(14.3)

(11.0)
(28.1)
14.5
(5.9)

(33.7)
(15.9)
(14.0)
344.6

Balance at beginning of year
Transfer to profit and loss account
Current year investment gains/(losses)

Insurance companies: unrealised and realised
Non-insurance companies: unrealised
Tax on realised gains

Averaged losses/(gains)
Transfer from/(to) general insurance revenue account (see note 7)
Transfer to shareholders' other income (see note 7)
Tax on transfer of realised gains
Transfer to profit and loss account

Transfer on sale of L'Escaut
Exchange losses
General insurance claims handling expenses
Other movements
Balance at end of year

An additional provision of JL 18.1m was made for general insurance claims handling expenses. The prior year element of
•i' 15.9m has been charged directly to reserves.

COMPANY

Capital
reserve

•Cm

129.0
(129.0)

Proht and
loss aceount

t i n

98.3
129.0
146.5

(191.8)
(17.0)

Total
im

227.3

146.5
(191.8)
(17.0)

Balance at beginning of year
Transfer of capital reserve
Profit for the year
Dividend
Exchange losses
Balance at end of year 165.0 165.0

During 1990 Court approval was obtained for the Company to be released from an undertaking given when the capital
reserve was established in 1986. Accordingly the balance on the reserve is now distributable and has been transferred to
the profit and loss account.
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NOTES ON THE ACCOUNTS

(continued)

7 INVESTMENT RETURN
LONG-TERM BUSINESS IWOfm

2,381.1
96.7

2,284.4
237.4

(3,412.5)
(890.7)

1989 <m

2,143.2

80.0

2,063.2

633.7

3,024.8

5,721.7

Investment income
Less investment expenses

Current year investment gains/(losses): realised
unrealised

(ienenil insurance Slweholde

GENERAL INSURANCE AND SHAREHOLDERS

Investment income
Less investment expenses

Averaged investment gains/(losses) of insurance companies: realised

124.0
2.3

121.7
22.3

unrealised (11.3)
Current year realised investment gains of non-insurance companies

BALANCE SHEETS
Note

INVESTMENTS

Ordinary shares
Properties
British Government securities
Other fixed income securities
Mortgages and loans
Short-term deposits

OTHER ASSETS

Fixed assets

Tax recoverable

Debtors

Bank balances and cash

132.7

Long-term

1990 < m

13,514.0
5,132.8
2,138.7
8,915.2
1,212.8
1,425.7

32,339.2

34.4
314.4

1,023.5
177.0

1,549.3

121.0

2.6

118.4

21.1

2.2

141.7

huMness

19X9 I'm

15,414.0

5,982.3

2,144.9

8,376.7

1,604.5

1,519.7

35,042.1

28.3

105.8

954.3

93.6

1,182.0

85.4
1.6

83.8
22.7

5.4
36.1

148.0

General

and shs

I WO-On

536.5
37.0
93.6

812.2
57.3

402.4
1,939.0

103.1
108.5
769.4
85.1

1,066.1

78.4

1.7

76.7

26.3

26.3

5.8

135.1

insurance

ireholders

19X9 I'm

781.6

40.3

200.3

929.0

71.9

241.6

2,264.7

104.5

12.5

716.5

60.3

893.8

TOTAL ASSETS 33,888.5 36,224.1 3,005.1 3,158.5

LeSS LIABILITIES

Outstanding claims
Bank loans and overdrafts
Other borrowings
Tax
Deferred tax
Final dividend
Other creditors

10

9
9

139.8
314.0
13.0
99.8
21.5

813.7
1,401.8

141.2

230.3

181.1

53.7

29.6

765.0

1,400.9

550.8
12.9

456.0
16.9

(12.7)
126.6
359.4

1,509.9

532.3
8.5

406.1

9.2

(26.3)

112.9

266.9

1,309.6

TOTAL ASSETS

LeSS GENERAL

MINORITY

LESS LIABILITIES

INSI :RANCE TI ;ND

' INTERESTS

10

32,486.7

32,486.7

34,823

34,823

.2

2

1,495.2
988.0

4.2
503.0

1

1

,848.9

,034.0

1.3

813.6

LONG-TERM BUSINESS I 1 N D S AND RESERVES

Insurance funds
Investment and revaluation reserves

SHAREHOLDERS' CAPITAL AND RESERVES

26,697.0
5,789.7

32,486.7

25,097.9

9,725.3

34,823.2

503.0

503.0

813.6

813.6
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9 BORROWINGS
Company

1990 -<m 1989 *'m

Long-term busines:

1990 X"m 1989 i

General insurance
and shareholders

1990 im 1989 im

Bank loans and overdrafts (repayable on demand) 2.1 41.8 314.0 230.3 12.9
Secured loans:

Canadian dollar borrowings (10.5% to 13%)
Australian dollar borrowings (13.5% to 18.6%)
US dollar mortgage 1989-1991 (8%)

Unsecured loans:
Sterling commercial paper 1991 (13.1% to 14.2%)
Eurodollar commercial paper 1991 (7.8% to 8.4%)
SF200m 4.75% Guaranteed Bonds 1988-1998
DM300m 6% Guaranteed Notes 1987-1997
.050m 9.375% Guaranteed Bonds 2007
Floating Rate Notes 1995
Other

Total other borrowings

47.0

47.0

6.5
5.2
1.3

—
—
—
-
—
-

3.0

14.4
137.3

1.5

-

—

—

-

—

27.9

181.1

1.1
-
-

44.6
82.2
73.0

104.0
150.0

—
1.1

456.0

1.4
-

—

—

87.4
110.0
150.0
57.0
0.3

406.1

Total borrowings 2.1 88.8 327.0 411.4 468.9 414.6

Borrowings are repayable as follows:
Within one year or on demand
Between one and two years
Between two and five years
After five years

2.1 54.8

34.0

320.2
5.6
1.2

355.0
44.3

7.6

4.5

140.8
1.1

—
327.0

21.8
-

1.4

391.4

2.1 88.8 327.0 411.4 468.9 414.6

The Group has entered into a number of swap transactions in respect of the unsecured loans of the general insurance and
shareholders' funds. As a result of these transactions, the effective liabilities for all the unsecured loans are US$476.9m,
DM300.0m and O03.8m. The weighted average rate of interest payable on these loans is 8.5%.
Under the terms of the Group's arrangements with its main United Kingdom banker, the bank has a right of set off between
credit balances, other than those of long-term funds, and all overdrawn balances of those Group undertakings with similar
arrangements.

10 GENERAL INSURANCE T E C H N I C A L RESERVES

Unearned premiums
Deferred acquisition expenses

Reinsurance and other funds

Outstanding claims

Gross
1990 im

343.2
(65.6)
277.6
965.2

1,242.8

598.2

Reinsurance
\W0im

14.0

14.0
240.8
254.8

47.4

Net
1990 im

329.2
(65.6)
263.6
724.4
988.0

550.8

Gross
W> im

364.5
(69.2)

295.3
991.5

1,286.8

605.3

Reinsurance
1989 im

17.0

17.0
235.8

252.8

73.0

Net
1989 im

347.5
(69.2)

278.3
755.7

1,034.0

532.3

Discounting has been applied to accident non-proportional reinsurance and discrete liability class direct business at the
rate of 5% per annum. These liabilities have been discounted over their mean terms, of between three and seven years.
The overall effect of discounting is to reduce the general insurance fund at 31 December 1990 by £85.lm (f 79.8m) and
to increase Group profit before tax by ,00.6m (.O.lm).
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NOTES ON THE ACCOUNTS

(covtnuiid)

11 SHARE CAPITAL AND SHARE PREMIUM

Authorised share capital is ̂ '120,000,000 in 2,400,000,000 shares of 5p each.

Issued shares of 5p each fully paid
Number of

shares

Sh:lrc capital

-Cm

Share premium

<m

Balance at beginning of year
Shares issued to acquire estate agency businesses
Shares issued under share option schemes
Shares issued in lieu of dividends

Balance at end of year

1,851,318,010
1,963,267
6,190,167
1,834,526

1,861,305,970

92.6
0.1
0.3
0.1

93.1

52.0
3.2
6.6
3.5

65.3

Options outstanding under the Savings-Related and Executive Share Option Schemes at 31 December 1990 were:

Option period
emling

1991

1992

1993

1994

1995

1996

1997

1998

1999

2000

Number
of shares

2,498,817
1,009,510
1,013,335
1,415,995
2,240,385
3,813,616

18,873,732
2,777,500
4,283,800
6,555,945

Option price
pence per sinre

71.9-80.3
105.0
160.9
157.2

128.2-149.0
167.0-177.1
156.0-199.0
150.0-166.4
190.0-200.5
192.5-197.0

12 INTEREST O N BORROWINGS

Charged to:
Long-term business revenue account
General insurance revenue account
Shareholders' other income

I.on^-term business

69.9 53.6

69.9 53.6

CScner.il insurance

and shareholders

Interest on borrowings repayable within 5 years
Interest on other borrowings

1WI) < m

69.9

69.9

19K9 < m

53.6

53.6

! 990 4 m 1

5.0
28.3

33.3

9S9 i m

2.0

42.6

44.6

1.0
32.3

33.3

0.6
44.0

44.6

Interest charged to the long-term business revenue account and to the general insurance revenue account is deducted from
investment income.

13 P E N S I O N COSTS

The Group operates a number of pension schemes around the world. The major schemes are of the defined benefit
type with scheme assets held in separate trustee administered funds.
The Group's main United Kingdom scheme, which covers 74% of scheme members in service within the Group, was
valued as at 5 April 1990 by a qualified actuary who is an employee of the Group. The projected accrued benefits
method was used and the principal actuarial assumptions adopted were investment return 9.5% per annum,
pensionable earnings growth 8.0% per annum, increases to pensions in payment 4.5% per annum and dividend growth
4.5% per annum.
The market value of scheme assets at that date was .("2,059m and the actuarial value of the assets was sufficient to cover
128%) of the benefits that had accrued to members, allowing for expected future increases in earnings. As a result of the
actuarial valuation, the employer's contribution rate was reduced from 16.0% to approximately 8.0% of pensionable
earnings with effect from 1 December 1990, thereby spreading the actuarial surplus over the average remaining service
lives of current employees after allowing for expected future increases in earnings.
The total pension cost for the Group was ,("68.9m (-('69.1m) of which ^'2.8m (-O.lm) related to overseas schemes.



14 SUBSIDIARY UNDERTAKINGS

Particulars of principal subsidiary undertakings, wholly owned unless otherwise stated, are as follows:

Name Class of share he;

Country ot iiuoiporation
or place or registration

and principal nper.inon

Jackson National Life Insurance Company*
The Mercantile and General Reinsurance Company pic*

The Prudential Assurance Company Limited
Prudential Corporation Canada*
Prudential Holborn Limited*
Prudential Life of Ireland Limited*
Prudential Pensions Limited*
Prudential Portfolio Managers Limited
Prudential Property Services Limited

Common Shares US$1.15
Shares i'l

Shares 25p
Common Shares C$1

Ordinary Shares i'l
Ordinary Shares IIU'l (95%)

Shares i'l
Ordinary Shares .i'l
Ordinary Shares i'l

United States of America
Scotland (operating

principally in England)
England and Wales

Canada
England and Wales
Republic of Ireland
England and Wales
England and Wales
England and Wales

'owned by .1 subsidiary undertaking of the Company.

The principal activity of these subsidiary undertakings is insurance with the exception of Prudential Holborn Limited, a
financial services company, Prudential Portfolio Managers Limited, an investment management company, and Prudential
Property Services Limited, a company providing estate agency and other related services.
Other subsidiary undertakings which do not materially affect the profit of the Group or the amount of its assets are not
shown.
During 1990 the financial year end of Prudential Property Services Limited was changed from 31 December to 30 June in
order to assist with the orderly disposal of the business. The last accounting period ended on 30 June 1990. Ihe Group
accounts incorporate this company's management accounts tor the full year.

15 COMMITMENTS

The Group is committed to capital expenditure not provided of O.4m (O.3m) and expenditure authorised but not
contracted of i'h.7m (<7.2m) in respect of purchases of fixed assets (other than investments).

16 AUDITORS' REMUNERATION

The remuneration of the auditors amounted to 0,461,000 (<'2,4()5,O00).

17 INVESTMENTS OF THE COMPANY Shares in subs
undertakings

Cm

271.2
—

75.0

unUcrtiikini*;*.
( ni

534.6
(56.9)
95.5

Balance at beginning of year
Exchange rate movements
Advances of new capital
Provision for diminution in value of investment in Prudential

Property Services Limited (120.0)
Balance at end of year 226.2 573.2

18 EXCHANGE RATES

The principal rates of exchange used for translation were:
Value ot Sterling

Australia
Canada
Republic of Ireland
I inited States of America

AS
CS

IIU
i:s$

2.50
2.24
1.09
1.93

2.04
1.87

1.04

1.61
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NOTES ON THE ACCOUNTS

(amiiu/itt/)

19 DIRECTORS' EMOLUMENTS

Aggregate directors' emoluments including pension contributions were £2,929,155 (.£2,51.7,434), of which 4*333,029
(.001,102) were in respect of services as directors. Excluding pension contributions, the emoluments of the Chairmen
during their respective periods of office were: Lord Hunt £31,250 (£68,750) and Sir Brian Corby £43,750. The
emoluments of the highest paid director were £543,673 (£379,651). The emoluments of individual directors, including
the Chairmen and the highest paid director, fell into the following bands:

hmoluments

< <•

5,001 to 10,000
10,001 to 15,000
15,001 to 20,000
20,001 to 25,000
30,001 to 35,000
40,001 to 45,000
65,001 to 70,000

135,001 to 140,000
170,001 to 175,000
185,001 to 190,000

Number ot d

1990

1
-
8
—
3
1
—
1
—
1

irectors

19U9

3
5
3
1
2

—
1

-
1

—

Lmoluments

<• <

190,001 to 195,000
195,001 to 200,000
200,001 to 205,000
205,001 to 210,000
220,001 to 225,000
230,001 to 235,000
260,001 to 265,000
310,001 to 315,000
375,001 to 380,000
540,001 to 545,000

Number

1990

—

—

1
1
1
1
1
—
—
1

of directors

1989

3
1

—
—
1

—
—
1
1

—

20 LOANS TO AND TRANSACTIONS WITH DIRECTORS

( i ) L O A N S

Linbility.it Max liability Liability at

31 Dec IW0 during 1990 1 Jan 1990

} A Freeman
J Lock
M G Newmarch

30,000 30,000
30,000 30,000 30,000

29,950 29,950

The house purchase loans are secured on the personal residences of the directors and repayment will be made from
endowment policies. Interest on different portions of the loans ranges from 3.5% to 10.0%, the terms being no more
favourable than those which were normally available to members of the staff when the loans were made. There is no
interest due and unpaid at 31 December 1990 on any of the above loans.
During the year certain interests in mortgage advances which had been made to employees and directors were transferred
to a building society. The terms of the transfer provide for interest on all loans to be paid at an agreed commercial rate of
interest but employees and directors continue to enjoy a beneficial rate of interest.

(ii) TRANSACTIONS

In 1987 the Company and Mr Newmarch jointly purchased a residence in London at a total price (excluding the
expenses of purchase) of £772,500, of which Mr Newmarch contributed £225,000. The property is held by Prudential
Leasing Services Limited (a wholly owned subsidiary undertaking of the Company) and Mr Newmarch, under the
terms of a Trust Deed which apportions the expenses of maintenance and the proceeds of sale of the premises in the
same proportions in which the purchase price was shared.
No other contract of significance subsisted at any time during the year in which a director is or was, for Stock Exchange
purposes, materially interested.
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21 DIRECTORS' INTERESTS

p c.u'li in flu- Company

M D Abrahams

R F. Artus

Mrs M E Baker

Lord Butterfield

Sir Brian Corbv

Sir Ronald Dearing

J A Freeman

Sir Victor Garland

Interestm

C.KII ot rh

i j jn 1991)

12,000
15,595

2,500
12,183

7,420
2,500
6,534
2,500

Sir Trevor Holdsworth 5,261

Lord Hunt of Tanwo

Sir Alexjarratt

H R Jenkins

M ) Lawrence

J Lock

B Medhurst

P F Moody

I A S Neave

M Ci Newmarch

J J; Ramsdcn

C. Ci Southgatc

rth 13,250
12,000

2,500
2,500
2,500

24,780
12,000

1,404,695
3,183

14,400
25,000

shares ct 5],

e Cnmpam
'-—

31 I)c.v wm

12,000
16,357

2,500
12,401
26,558

2,500
13,303

2,500
5,518

13,250
12,000

2,544
2,500
2,500

22,170
12,000

1,392,695
3,337

14,400
25,184

The I'nuk-nri

I Ian ]99n

3,520

11,699

4,830
13,015
11,640

13,015

.ilSavauis-Rcla

Cir.iiirt-J
in 1990

2,403

5,769
2,403

4,807

red Share Option Scheme

Fxcrcisccl
in ]99i) il Dei 19VD

3,520

6,670 7,432

4,830
18,784

6,670 7,373

17,822

The Prue

I \,\n 1990

263,200

143,000

272,000

445,100
303,700
269,900

367,600

lenti.il Lxccumc Share Optio

Grantee] KxeruscJ
in !9V0 m 1990

143,000

157,000

491,100
45,000

115,000
150,000

270,000

n Scheme

51 Dec 1990

263,200

429,000

491,100
490,100
418,700
419,900

637,600

Except as stated above none of the directors had any interest in shares in, or debentures of, any Group company either at the
beginning of the year or at the end of the year, or were granted or exercised any right to subscribe for shares in, or
debentures of, any Group company during the year.

All interests disclosed above are beneficial interests except for 1,048 shares held by Mr Medhurst at 31 December 1990.
With the exception of the interests of Mr Lock, who exercised an option to acquire 6,670 shares under the Prudential
Savings-Related Share Option Scheme and who subsequently sold 3,500 shares, and MrNewmarch, who also exercised an
option to acquire 6,670 shares under the Prudential Savings-Related Share Option Scheme, there have been no changes in
directors' interests between 31 December 1990 and 5 April 1991.

REPORT OF THE AUDITORS

to the members of Prudential Corporation pic

We have audited the accounts on pages 33 to 47 in accordance with Auditing Standards.
In our opinion, the balance sheet of the Company gives a true and fair view of the state of the Company's affairs at 31

December 1990 and has been properly prepared in accordance with the Companies Act 1985, and the consolidated
accounts have been properly prepared in accordance with the provisions of the Companies Act 1985 applicable to
insurance companies.

Coopers & Lybrand Deloitte
Chartered Accountants

London

19 April 1991
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FIVE YEAR REVIEW

1988 £m 1986 i'm

SUMMARY O F RESULTS

Profit/(loss) before tax from
Long-term business
General insurance
Estate agency
Shareholders' other income

Profit on ordinary activities before tax
Tax
Minority interests

Profit on ordinary activities after tax
Extraordinary items

Profit attributable to shareholders after
extraordinary items

Transfer frorn/(to) revaluation reserve
Dividends

Transfer (from)/to retained profit

SHARE STATISTICS

Earnings per share
Dividend per share
Market price at 31 December

I N V E S T M E N T S AT M A R K E T VALUE

Long-term business
General insurance and shareholders

Total investments

F U N D S A N D RESERVES

Long-term business funds and reserves
General insurance fund
Shareholders' capital and reserves

367.1
(185.0)

(33.7)
95.4

243.8
(132.5)

(0.1)

111.2
32.8

144.0
5.9

(191.8)

(41.9)

e.op
10.3p

196.0p

32,339.2
1,939.0

34,278.2

32,486.7
988.0
503.0

358.9
(8.6)

(48.9)
84.1

385.5
(110.2)

(0.4)

274.9

274.9
(28.5)

(170.0)

76.4

14.9p
9.2p

236.5p

35,042.1
2,264.7

37,306.8

34,823.2
1,034.0

813.6

200.4
87.4
17.2
47.6

352.6
(107.9)

(0.2)

244.5

244.5
(13.0)

(147.5)

84.0

13.3p
8.Op

152.5p

27,350.0
2,059.1

29,409.1

27,087.4
874.9
608.3

153.9
41.0

4.5
60.6

260.0
(67.7)
(0.2)

192.1

192.1
(17.6)

(124.4)

50.1

10.6p
6.8p

I64.2p

23,528.2
1,952.5

25,480.7

23,032.2
825.6
506.3

145.5
18.3
(2.1)
89.2

250.9
(71.3)

(1.1)

178.5

178.5
(44.4)

(105.2)

28.9

10.5p
5.8p

I4l.6p

22,741.1
1,974.7

24,715.8

22,476.4
823.8
581.3

Where necessary, earnings per share, dividend per share and share price take account of the sub-division of the shares
effected on 25 May 1988.



LONG-TERM BUSINESS

ORDINARY LONG-TERM BUSINESS

New business: annual premiums
single premiums

Gross premium income
Transfer from investment and revaluation reserves
Commission and expenses
Investment income
Policyholders' bonuses
Shareholders' profit before tax

INDUSTRIAL LIFE BUSINESS

New business: annual premiums
single premiums

Gross premium income
Transfer from investment and revaluation reserves
Commission and expenses
Investment income
Policyholders' bonuses
Shareholders' profit before tax

GENERAL INSLJRANCE

Gross premiums written
Underwriting result
Investment income
Averaged investment gains

(Loss)/profit before tax

S H A R E H O L D E R S ' O T H E R I N C O M E

Investment income
Averaged investment gains of insurance companies
Current year realised investment gains of

non-insurance companies
Corporate expenditure
Interest on borrowings

Trading results from
Investment management
Unit trusts and personal equity plans

Total income before tax

1990 im

598.2
2,594.7
4,874.2

627.4
865.8

1,975.9
1,105.4

291.2

64.8
23.7

405.7
337.5
215.3
308.5
468.8

75.9

1,155.0
(317.7)
121.7

11.0

(185.0)

83.8
28.1

36.1
(25.8)
(32.3)

6.7
(1.2)
95.4

I989 Im

567.4
2,343.2
4,381.0

888.6
827.1

1,773.5
1,035.8

283.7

65.4
21.7

410.2
640.0
205.8
289.7
463.6
75.2

1,155.0
(150.3)
118.4
23.3

(8.6)

76.7
52.6

5.8

(24.7)
(44.0)

16.0
1.7

84.1

1988 im

431.7
1,765.2
3,385.7

497.4
661.2

1,369.2
778.5
160.3

66.0
15.8

411.6
217.0
176.1
274.7
341.8
40.1

995.6
(27.6)
96.3
18.7

87.4

56.3
33.2

6.2

(12.6)
(39.6)

8.0

(3.9)

47.6

1987 i m

294.5
1,335.1
2,672.6

452.2
497.8

1,090.3
669.4
119.4

81.9
4.2

392.7
227.0
166.4
255.9
323.2
34.5

969.2
(72.8)
92.1
21.7

41.0

62.3
32.3

7.7

(16.9)
(37.3)

6.4
6.1

60.6

1986 im

253.7
820.7

2,049.8
339.0
377.8
915.3
656.5
110.9

78.3
0.8

373.4
198.0
158.4
264.6
320.9
34.6

967.3
(99.9)
86.1
32.1

18.3

61.5
40.7

3.3

(9.9)
(12.4)

1.4

4.6

89.2
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STATISTICAL ANALYSIS

New businc.

LONG-TERM BUSINESS Annu.il premiums

!-/'<() i m NX'.' i m

Single premiums premium l Profit before t.l>

vl) Cm 1'ANV <

ANALYSIS HY T E R R I T O R Y

United Kingdom
I business

Corporate pensions
(/Total United Kingdom

Australia ^ •»_
Canada . f)/*' (fao**?
Republic of Ireland

Other countries
Total International

134.0
162.0
11.2
32.0

339.2

45.1
16.0

8.1
Ca^.i
30.3

185.6

138.8

137.1

11.7

38.2

325.8

55.4
17.9
8.2

83.9
30.4

195.8

405.4
39.9
91.2

389.3
925.8

197.0
182.3

30.4
(j ,170.3

51.9
1,631.9

270.2
27.5
88.1

390.0

775.8

200.3
190.8

68.5
1,028.5

52.6

1,540.7

855.2
883.1
156.7
506.5

2,401.5

372.7
296.4
61.7

1,473.5
160.2

2,364.5

619.8
826.4

160.3
492.6

2,099.1

372.9
319.5
95.2

1,310.7

170.2

2,268.5

56.1
167.8

0.3
19.3

243.T
15.1

6.6
4.0

27.2
4.5

57.4

48.2

168.9

4.6
19.1

240.8

15.3

8.3
4.9

32.9
5.7

67.1

Mercantile and General Reinsurance 138.2 111.2 60.7 48.4 513.9 423.6 66.2
_.. ,' jGroup Total

*\ A&1 / / ANALYSIS HY TYPE OF HI

663.0 632.8 2,618.4 2,364.9 5,279.9 4.791.2 367.1

Total net premium income amounted to -0,189.9m (-('4.721.2m).

51.0 *
358.9

Pensions
Endowment/Annuity
Linked
Permanent health

Group Total

172.0
387.4
20.8
82.8

663.0

182.5

346.8
23.9
79.6

632.8

802.0
1,608.2

206.7
1.5

2,618.4

663.1
1,487.0

214.5
0.3

2.364.9

1,393.6
3,317.9

315.7
252.7

5,279.9

1.

3,

A,

14 5.6
105.7
328.5
211.4

791.2

75.4
274.1

4.7
12.9

367.1

67.3
272.0,

10.2 -

9.4 ,

358.9

GENERAL INSURANCE

United Kingdom
Home Service

Domestic property
Motor

Commercial and broker
Personal lines
Commercial lines

Total United Kingdom
Belgium
Canada
London market and other countries
Marine and aviation
Total International
Mercantile and General Reinsurance
Parent company Ulj^

Fire and accident proportional
Fire and accident non-proportional

Marine and aviation

Overseas subsidiary undertakings
Total Mercantile and General

Reinsurance
Group Total

premiums

IVX) i'm

194.3
71.6

265.9

43.5
227.6
271.1
537.0

55.0
140.2

56.0
62.5

313.7

97.2
49.3
32.9

124.9

304.3
1,155.0

wruten

I'AS') I m

174.1

70.3

244.4

44.0
201.9

24 5.9

490.3
68.6

159.4
62.3
55.1

345.4

102.9

47.3
41.5

127.6

319.3
1,155.0

I nelerur

l'wn i m

(66.8)
(12.7)
(79.5)

(18.8)
(59.1)
(77.9)

(157.4)

(15.3)
(9.1)

(15.4)
(10.5)
(50.3)

(31.6)
(39.1)
(29.1)
(10.2)

(110.0)
(317.7)

ltiru; result

!'«',<„)

5.3

(8.7)

(3.4)

(0-3)
(14.7)

(15.0)

(18.4)

(12.4)

(15.0)

(8.0)

(8.5)

(43.9)

(4.7)
(20.4)

(55.J)
(7.8)

(88.0)

(150.3)

Investment

]•;'<() <m 1

9.2
8.4

17.6

4.0
26.8
30.8
48.4

6.0
12.3
10.3

5.9

34.5

9.1
18.7

7.1
14.9

49.8
132.7

return

'AS') Im

II.5
8.1

19.6

1.1

19.9

2 3.6

43.2

9.0
14.6
9.8

5.8

39.2

15.1
22.8

6.0

15.4

59.3

141.7

(L.ss) profit 1-

i'jvn < m

(57.6)
(4.3)

(61.9)

(14.8)
(32.3)
(47.1)

(109.0)

(9.3)
3.2

(5.1)
(4.6)

(15.8)

(22.5)
(20.4)
(22.0)

4.7

(60.2)
(185.0)

letore t j \

I ' l A ' l 1 IV.

16.8

(0.6)

16.2

3.4
5.2

8.6

24.8

(3.4)

(0.4)
1.8

(2.7)
(4.7)

10.4
2.4

(49.1)
7.6

(28.7)

(8.6)

Total net premiums written amounted to 4'l,O25.5m (0,037.1

CJO£)
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INVESTMENT MANAGEMENT

Long-term business

1990 I'm 19K9 I'm

General insurance
and shareholders

Other funds under
management

1990 I'm 1989 I'm

Total

MARKET VALUHS OF FL'NDS
I;NDF;R MANACJHMHNT

Ordinary shares
Properties
British Government securities
Other fixed income securities
Mortgages and loans
Short-term deposits

13,514.0
5,132.8
2,138.7
8,915.2
1,212.8
1,425.7

32,339.2

15,414.0
5,982.3
2,144.9
8,376.7
1,604.5
1,519.7

35,042.1

536.5
37.0
93.6

812.2
57.3

402.4
1,939.0

781.6
40.3

200.3
929.0

71.9
241.6

2,264.7

7,020.3
279.7
762.0
239.2

3.9
687.0

8,992.1

7,988.7
200.7
401.7
277.3

6.7
906.2

9,781.3

21,070.8
5,449.5
2,994.3
9,966.6
1,274.0
2,515.1

43,270.3

24,184.3
6,223.3
2,746.9
9,583.0
1,683.1
2,667.5

47,088.1

NiiT INVESTMENT IN YEAR —
I-liNOS ARISING IN THU L'K

Ordinary shares
Properties
British Government securities
Other fixed income securities
Short-term deposits

671.0
(152.3)

38.6
350.9
J92.2)
816.0 673.1

405.6
(142.5)
(522.8)
628.4
304.4

(25.2)
(3.3)

(92.7)
73.2
87.3

(27.0)
(6.5)
1.0
5.2

(132.0)

(94.3)

35.5
(1.7)
24.3

1,253.7
3.7

(385.4)
12.3

246.8

551.6
(155.6)
(28.4)
441.8
149.8

1,632.3
(145.3)
(907.2)
645.9
419.2

39.3 (159.3) (36.2) 1,131.1 959.2 1,644.9

NET INVESTMENT IN YEAR-
L-C.NDS ARISING OVERSEAS

Ordinary shares
Properties
Fixed income securities
Short-term deposits

199.9
35.6

1,555.1
65.8

98.7
43.8

1,413.2
186.2

1,856.4 1,741.9

(70.4)
(9.3)
31.6

J24.6)
(72.7)

(0.2) 1.2 23.4 130.7 121.9
(0.8) - - 26.3 43.0

120.2 0.7 2.9 1,587.4 1,536.3
(28.1) (0.2) (1.4) 41.0 156.7
91.1 1/7 24.9 1,785^4 "l~857.9

INVESTMENT MANAGEMENT

Net new monies
Segregated pension funds
Unit trusts and personal equity plans
Other funds

54.5 1,286.2
(32.7) (4.6)

3.6 28.7
25.4 1,310.3

UNIT TRUSTS AND PERSONAL EQUITY PLANS

Sales by field staff
Other sales
Total sales
Repurchases

34.9
174.3

69.7
194.5

209.2 264.2
(241.9) (268.8)

Net repurchases (32.7) (4.6)
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GROUP MANAGEMENT

GROUP EXECUTIVE

EXECUTIVE DIRECTORS

MICHAKI. NHWMARCH

Group Chief Executive

ANTHONY FRHF.MAN FCA I-CMA

irector, Home Service Division

Hl'CiH JF.NKINS HUCS iTMI

Chief Executive. Prudential Portfolio Managers

M I C H A l i l . I A W I t l i N C l - IX.A

Group Finance Director

J O H N LOCK [C II

^Managing Director, Mercantile andCreueral Reinsurance

B R I A N M E D H U R S T 11A

Managing Director. International Division

GROUP SERVICES

M I C H A E L I . A W R E N C F . IX.A

Group Piuanct Director

MICHAKI. COIF.

Group Taxalimi Manager

JAMFS JACK CA

Controller. Group Accounting

GEOI;FRI;Y LEVY FC A

Con/ro/li r. Group Financial Re lieic

D A V I D J Vl'FSTHY A< 111 IX T

Group Treasurer

M A L C O L M R I V E R S IX.A

Group Chief Internal Auditor

H I ; C ; H J A R V I S ITA

Group Chief Actuan

P E T E R N O W H I . I . FIA

Group Chief Acluan. Desigi/au

DAVID IJNNF.I.I. I IA I I'MI

Group Ac/uar) and Compliance Officer

ALAN BRAKFFIELD Sol,,uo, l.l.n

Group LegalAdiisor

DON SIRKETT

General Manager. Group Strategic Planning

GEOFFREY KF.FYS I I|>M

Director of Personnel and Business Services

ANDRliW JONES MIPM

Group Personne I Policy Manager

NICHOLAS ALI.ISTON

Director oj Prudential Business Services

ANDRHW PINDF.R

Director of Management Services

JEREMY WYATT

Director of Corporate Co/umtimcatious

P E T E R R A W S O N K X A

Group Secretary

HOME SERVICE DIVISION

MICHAEL NEWMARCH

Chairman

ANTHONY FRF.LMAN 1 CA FCMA

Managing Director

DEREK AUSTF.N I CA

Finance Director

C O L I N BI .YTHI: l e t . A

Business Processing Director

ANDRF.W P1NDFR

Systems Director

RAOUI. PINNKI.I. nip M

/Marketing Director

J O H N SAVAGH HA FI'Ml

Director and Actuary

TKRRY SHRIMPTON

Director and General Manager Field Opera/ions

BILL THl'RSTON

Personnel Director

PRUDENTIAL MORTGAGE
COMPANY

DLRLK AI iS'ITN I (A

Chairman

WILLIAM MILLS FC.CA

Director and General Manager

R I C H A R D FIFI .D

De velopmcnt Director

GENERAL INSURANCE DIVISION

A N T H O N Y F R F L M A N ICA K M A

Chairman

J O H N POWELL At in

Managing Director

G O R D O N H A R T 1(11

Business Operations Director

ANDRHW PYL IX Ip

Marketing Director

PHILLIP SMITH IX MA

Finance Director

DAVID WF.ST I BCS

Information Systems Director

PRUDENTIAL FINANCIAL
SERVICES

MICHAEL NHWMARCH

Chairman

KEITH HliDKLI.-PEARCl-

Chi el Executive

TREVOR PHLU-.N

Operations Director

Prudential llolbiirn

ALAN WREN

Managing Director

STFVi: BESENT

Information Technology Director

J O H N B R O W N E 11 P h i l . ( O x . ,n)

Business Planning Director

DAVF CHHI-SIiMAN F1A

Chief Admin

| l 1ST IN HARRINGTON IX A

Finance Director

TONY KFMPSTER MBA IX I] ACIS

Sales andMarketing Director

STEPI I I ; N K I N l >

Personnel Director

Prudential Corporate Pcn<i<>n<

B O B B R I D G E S l c . i l A P M 1

Sales Director

RICHARD (iAWTIIOUNI- IX A

Finance Director

DAVID GREY l-l« s

Management Services Director

ROGER H U N T ACll I PMI

Marketii/g Director

KIM LFRCHF:-I'Ht)MSFN II A

Monc] Purchase andAnnnitio Dii\ehr

M I K E S I l E I . I T Y I I A

Chief Actuary
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PRUDENTIAL PORTFOLIO
MANAGERS

MICE! AIT. NEWMARCH

Chairman

H I O H J E N K I N S I K I C S F P M I

Clnef Executive

LORRAINE BAI.DKY

Biis'iHtss .1 lauage men! Director

RICHARD BREWS1ER Ac;A ATII

Finance Director

PAUL BROOKS

Managing Director. Vtnlun Managers

CJ IR1STOPHLR CHI-HTHAM

Investment Strategy Director

MICHAEL DENHAM

Fixul Interest Director

RODNEY DENNIS

Et/uitiis Director

C H R I S T O P H E R I : D W A R D S I R K S

Property Portfolio Management Director

JULIAN C;LLL

Personnel Director

DAVID HANSON I [A

Administration Director

HUW JONLS

Corporate Finance Director

RONNIE SAVAC;ii

lnp,rmation Technology Sjitei/a Dinclor

Rl.SS SVVANSUN

Exic/itiie Vice Pruiiknt (PPM Aimrica Inc)

JACKSON NATIONAL LIFE
MICHALI. NLWMAKCH
Chairman

OAVIO PASANT

Presuknt and Chief Executive Officer

J A M E S s r T c i . i r i ' i ; I-IA

Chief Operating Officer

JOHN KNITSON

Finance Director

MERCANTILE AND GENERAL
REINSURANCE

MICHAHI. NLWMARCI I

Chairman

JOHN LOCK 1-C1I

Managing Director

MICHAIil. LAWRLNCIi K.,i

Director

JOHN AUSTIN

Ctntral Manager

MKJHALL HARVLY V< A

Gtneral Manager

ROCiLR SANSOM F1A

(nntral Manager

M I C H A E L B R O W N 11A ASA

Cbiif Aetnaij and General Manager

STLPHI-N FRANCE I All

Managing Director. Australia

A N I H O N Y H A R T I I-A A1A ASA

Managing Director. South Africa

PAI I. HAWKSWORTI I

PnsiJtiit. USA Non-Life

P h T L R P A T T E R S O N I S A l< 1A

PnsiJinl andCbiif'Fxecutin Officer. USA Lift:

Canada Lift and'Non-Lift

ROBERT HOWL 1TA

INTERNATIONAL DIVISION

B R I A N M E D H I K S T F[A

Managing Director

R O H I N U A R R A C I . O I C H I-c:lI

Proper!) and Casualty Director

C ; R A H A M CT.AY I-IA

Dinclor and Actuary

A D R I A N DALY 11A

Rigimial Director Europe

ROBLRT HEAD AC.A AC.:11

Finance Director

Australia
The PrudiutialAssurance Company Limited

BARRIL MARTIN AAll

Managing Director

P I L T E R F R y V I N Z L N A A l l I S I A

General Manager

Canada
The Prudential Assurance Company Limited

J O H N ROWEN FI1C.

President. Property and Casualty Operations

MICHAHI. BLCK FSA FC.1A

President. Lift Health and Pensions Operations

Holland
Priuhutial Leveu NV

J A N T H H J c HI' l iR

Directeur

Hong Kong
1'he Prudential Assurance Compaii) Limited

MARK Tl 'CKHR AC A

Gimral Main/gir

Italy
Prudential Vita SpA

C1OVANNI BOSSI

Diretton Gemrale

New Zealand
The Prudential Assurance Com pan)

Neii Ziit/andLimited

BARRIL. MARTIN AAll

Maihigiug Director

DAVID EVANS

General Manager

Republic of Ireland
Prudential Lift of Ireland Limited

LRANK MAI H I G H

Managing Director

W I L L I A M H A N N A N FIA

Finance Director and Actuan

Singapore
The Prudential Assurance Company

Singapore Pie I a mi ted

TREVOR PERRY

Managing Director




