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PRLDENTIAL
CORPORATION

Prudential Corporation is che largest life insurance company in the United Kingdom and one
of che leading life insurance companies in the world.

Prudential is focused on meeting the needs of over eight million customers for savings, financial
security and retirerment in its three main markets of che United Kingdom, the United States
and Asia,

In all of its markets, Prudential gains competitive advanrage from the sceengeh of its brand,
discribution management skills, marketing and product developmenc expertise, investment
management experience and financial scrength.

In all its dealings, Prudential places a particular emphasis on mainraining and developing

the Company’s reputation for integrity and fair dealing which has been builc up over nearly

one hundred and ffty years.

Financial Highlights 1995 1994
Operating profit £804m £693m
Profit on ordinary activities before tax £1.044m £358m
Qperating earnings per share 28.7p 26.3p
Dividend per share 15.7p 14.4p
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IN PROVIDING CAPTTAL FOR INDUSTRY AND
INFRASTRUCTURE THE COLLECTIVE INVESTMENT
FUNCTION OF LIFE INSURANCE PLAYS A VITAL

ROLE IN MODERN SOCTETTES

Prudential coflected £7.9 billion
trom its custamers in 1945

Customers’

premiums Pradenlia Fay {42 E billion

investod in stocks and snares
of which L340 hillion s irvested
in UK companics

e

Companies

Prudential has
£30 bullion invested
inkbords
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Infrastructure
projects Properties

Prudental irvestsin Prucential owns
ararge af infrastructure 1,204 proac-tics
projects ing uding the new worth 255 billion
bricge across the River Severn Customers’

maturities

and claims

Prudential paid ow £3.6 billion
o LCs custoumers in B9
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Prudential Portfolic Managers (PPM) invests ina
varlety of infrastructure projects and is the leading
S investor in the new bridge over the River Severn

with £30 billion invested, PPM is the largest
institutional investor in the UK stack market. PPM
has a sharcholding in over 850 UK companles,
Including 5.5 per cent of Marks & Spencer

Prudential collected £7.9 billion of long-term business premiums from its customers

in 1995.

These premiums are invested with the aim of providing policyholders with a good

long-term return on their money.

In total Prudential has £82 billion invested in shares, properties, infrastructure

projects and bonds.

Over the long-term these investments grow and collect dividends, rencs and

interest which are paid back to policyholders as maturities and claims.

In 1995 Prudential paid our £5.6 billion to its customers in maturities and claims.

The average Prudential pension customer with a 25 year policy will have received

an annual rate of recurn of 14 per cenc on their investment.

In addition to providing excellent long-term recurns for policyholders, the
collective investment process provides capital for industry and infrastruccure,

creating jobs and stimulating growth.




L AREAS OF OPERATION

48 per cent of Prudentials ] Areas of operation
sales now come from
outside the UK.

Potential markets

Investment offices

FINANCIAL OVERVIEW —‘
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FUNDS UNDER MANAGERENT
Ebn

E82bn

EFEbN
E32bn
£62bn
£51bn I

1991 1882 1953 1994

PRUDENTIAL SHARE PRICE

pence

B Hgh B Low

1891 1992 1933 18994
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= PRUDENTIAL SHARE PRICE
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450 W Frudential [l FT-SE all share

1991 1992 1993 19%1 1995

[5ource; Datastream}

Prudential’s share price outperformed the FFSE all share index by 11 per cent in 1995, while its market
capitalisation increased from £6 billlon at the beginning of the year to £7.9 billion at the end.
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CHAIRMAN'S STATEMENT }

IN 1995 HALF OF OUR PROFIT AND SALES AROSE FROM OUR

OPERATIONS OVERSEAS

Prudential had a successful year in 1993, wich
operating profic increasing by 16 per cenc co
£804 million and operating earnings per share
rising from 26.3 pence to 28.7 pence. In light
of this performance, and consistently with our
progressive dividend policy, the Board has
decided to increase the total dividend by nine
per cent to 15.7 pence per share.

A sea change is under way in the UK life
insurance secror. Some life companies are
being absorbed by others, and some by banks
or building societies. The borderlines between
recail banking and insurance are becoming
blurred with both secters seeking the savings
of the same customers.

Important changes have alse caken place

at Prudential. Many of those in senior
management posicions are new, Our plans to
establish a bank are well advanced, and other
steps which will have a beneficial impace on
profitability are described in decail in the
group chief execurive’s review on pages 8

to 31,

Prudencial is now a cruly incernational
business. In 1995 half of our profic and

sales arose from our operations overseas. We
have well established and growing businesses
in eight overseas countries and we are
exploring a number of new markets in Asia.
Our strategic focus is on chree distinet

geographical areas, the UK, che Uniced Srates

and Asia. In addicion, the strengeh of your
company, wich its balanced portfolio of life,
general and reinsurance business, provides che
basis tor its continued success.

Our UK base is of the highest importance.
The life insurance induscry in the UK has
always played an active part in financing che
growch and developmenc of the UK economy
and Prudential s at che forefront. Through ics
role as a collector and investor of savings,
Prudential has over £30 billion invested in
the equiry capital of British commerce

and industry, representing the savings of

six million individuals. These funds are
invested on a long-term basis and our
investment performance has ensured that
excellent returns are being achieved for our
policyholders, while ac the same time, these
assets provide a secure source of finance for
UK commerce and industry.

Prudential’s serength and repucacion, and

the steps we are now raking, enable your
company to benefic from the changes in the
marker place, as well as the scronger flows of
savings by privace individuals which I expece
to see from now on. Substantial and sustained
savings ratios are essential to the healch of any
developed society; but in che UK the
proportion of disposable income saved is less
than ten per cent. This compares with much

higher ratios in other parts of the world,
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pacticularly in Asia. Today, wichan

ageing population and the need to provide
for retirement and long term care costs, a
healthy savings race is more important than
ever. Thus a significancly higher savings rate
must be encouraged in che UK.

The reputation of the UK life insurance
industry has, in recent years, been affected

by the pensions cransfer issue. However, this,
which is an industry issue racher than a
Prudential issue, is no longer in the headlines
on a daily basis and confidence is beginning
to be restored. Moreaver che regulacory
environment i$ calmer, which makes it easier
to achieve the changes which are needed to
ensure thar che cost of regulation (which
ultimately falls on the customer) is no heavier
than is economic.

Since our last annual report Hugh Jenkins has
retired as chief execucive of our invescment
operation, Prudential Porcfolio Managers
{PPM). He served as head of PPM and a
member of che Corporation Board for six years
and made an outstanding contribucion to the
running of the company. We wish him well.
Hugh Jenkins is replaced as head of PPM by
Derek Higgs who joined us in February 1996
from SBC Warburg where he was for many
years Head of Corporate Finance. Derek

Higgs’ experience will be very valuable to

SIR MARTIN JACOMB, CHAIRMAN. *A significantly
higher savings rate must be encouraged in the UK”

PPM and the Corporation as a whole.

Sir Trevor Holdsworth rerires from the Board
at the Anoual General Meecing. He has served
as a non-executive director for nearly ten
years, including four years as depurty chairman
between 1988 and 1992. His sound advice
has chroughouc been of grear value. We chank
him for his contribution which has always
been much appreciaced and we wish him well.
[ would like ¢o pay particular thanks to my
predecessor, Sir Brian Corby, who stepped
down from the post of chairman ac last year's
Annual General Meeting. Sir Brian joined
Prudential in 19532 and served in a variecy of
roles eventually becoming group chief
execucive in 1982 and then non-execurive
chaieman in 1990. Sir Brian's depth and
breadch of knowledge of both Prudential and
the insurance industry proved to be invaluable
to the company over many years and will long
be remembered.

Finally, I would like to thank che staff of the
Prudential Group around the world for their
hard work, support and enthusiasm

throughout the year.

Sir Martin Jacomb, Chairman

Prudential Carporation plc  Annual Report 1935 7
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GROUP CHIEF EXECUTIVE'S REVIEW ]

Since raking over as group chief executive in
May of lase year, | have been examining
closely both the straregy and the erganisacion
of the Prudential Group. I believe our 1995
resules demonstrate clearly che strengeh of our
strategy in building an important group of
overseas businesses, In che US we have a
company that has grown ten-fold in the ten
years since acquisition. In Asia we have a
series of dynamic, rapidly growing companies
participating in the most exciting econormies
in the world. However, in che UK the world
of inancial services is changing rapidly. Banks
are buying building societies, building
societies are becoming banks and both are
buying life insurance companies.

Therefore, I felt it was important to initiate a
major review of our place in the UK marker.
As a resulr of chis review, we have accelerated
our plans to set up a deposit taking and
mortgage lending operacion which will open
for business lacer chis year. In addicion, we are
examining a number of opportunities to
acquire mote customers, to expand our
product range and our distribution capability
— all with the aim of increasing our UK
markec share.

We have also reorganised our existing
business in the UK, bringing rogether

our separare Home Service and Prudential

Financial Services businesses, to form

I BELIEVE THE VALUES OF INTEGRITY, FAIR DEALING AND SECURITY ARE AT

THE HEART OF ALL OUR BUSINESSES AROUND THE WORLD

Prudential UK under the leadership of Jim
Succliffe as chief execurive.

We have also made progress in ocher pares of
the world. In che US we have been expanding
both our produce range and our distriburion
capability and in Asia we entered the Thai
and Indonesian mackets in 1993 and plan to
enter the Philippines this year.

I also took the opportunity of reviewing

our group head office last year and, as a
result, we now have a smaller, more

focused head oftice with clearer reporcing
lines and responsibilities.

In addition, we are looking at the allocation
and use of capical within the Group. As a
result, we are in discussions wich che
Deparrment of Trade and Industry (DTI)
regarding the ‘unattributed assets’ chat lie
within our with-profits fund. These
discussions are focused on how a proportion
of these assets, that in the past shareholders
chose to leave in the fund to support business
development, may be urtilised most effectively
in future years. At this stage the ourcome

of these discussions cannot be predicted

and no indicarion can be given about their
financial impact. However, I can say chat any
actions that result from the discussions wich
the DTI will not adversely affect che interests
of policyholders and specifically our ability to

meet policyholders’ reasonable expectations.
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PETER DAVIS, GROUP CHIEF EXECUTIVE. “We are
examining a number of opportunities to acquire
more customers, to expand our product range and
distribution capability - all with the alm of
increasing UK market share”

1993 saw operating profit increasing by
16 per cent to £804 million while sales
increased in the US and Asia, and showed

signs of improvement in the UK.

Operarting Profit 1995 £m YR um
Prudential UK 350 381
Jackson National Life 20 154
Prudential Asia 1) 9
Oreher internarional

operarions 19 22
Prudential Portfolio

Managers 32 23
Mercantile & General

Reinsurance 196 174
Shareholders’ investmenr

retuen 45 12
Corporate expenditure (22 23)
Interest payable (68) {59}
Toral Operating Profic 804 693

The growth in operating profic is mainly due
to a strong result from Jackson National Life
and improved investment returns, The
increase was achieved despite absorbing costs
of £20 million relating to our planned deposit
taking and mortgage lending operacion

and increased general insurance claims of

£35 million due to the extreme weather in
the UK last year. The profit growch in the US,
Asia and at our reinsurance subsidiary,
Mercantile & General Reinsurance,
demonstrates the benefits of the Group's

breadth and diversity of operation.

Following the implemencation of the EU

Insurance Accounts Direceive, our 1999
accounts incorperace significant changes

in accounting policy and presentacion. Asa
result of these changes (explained fully on
pages 66 to 68), total profic for the year is now
heavily influenced by shore-term changes in
investment markets. Therefore in explaining
the Group’s resules, I will concentrate on
operating profic which is less influenced by
shore-term investment movemencs and
consequently betcer reflects current business
performance.

I originally joined che Board of Prudential as a
non-executive director because I admired che
company's values and whar it stood for. These
values of integrity, fair dealing and securicy
are fundamental to Prudential. The way in
which our businesses operate varies from
country to country but I believe these values
are at the heart of all our businesses around
the world.

Increasingly we focus on the performance of
each individual business rather than examine
the Group on a produce wide basis. I will
thetetore now look at each operation asa
single business entity which I hope you

find helpful.
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t PRUDENTIAL UK J

We announced in April last year our intention
to merge our two UK retail businesses into a
single operating unic wich the ulcimace 2aim
of providing a single sec of products marketed
in a unified manner, serviced by a single
administracive funcrion and available via our
direct salesforce, independent financial
advisers or divectly, This merger has
proceeded apace and we are alreacly seeing

the benefits in cerms of improved efficiency

and reduced costs.

Profit

Profit from our savings business increased by
s1x per cenc to £306 million, as strong assec
growth ourweighed che effects of bonus
changes. Our home and motor 1nsurance
operation again produced an excellent return
on capital. However, profit was lower than in
1994 at £64 million, as a resulr of increased
weather related claims. Total operating

profit from Prudencial UK declined from
£381 million to £350 million, afrer including
the invesement of £20 million in our planned
deposit taking and mortgage lending business.
Profit margins have been held steady as a
percentage of investment returns paid to
policyholders. Changes in product mix largely
offset each other; che collapse of che pensions

transter market was offset by the switch from

PROFIT L£350M

ANNUAL PREMIUM SALES: F280M

SINGLE PREMIUM SALES: f21BN

GROSS PREMIURS: 40BN

ASSETS:

MO, OF CUSTOMERS:

MO, OF EMPLOYEES:
{Including &,300 strong salesforee)

MAIN PRODUCTS: Persanal pensions, group
pensions, endowment savings, investrnent
bonds, PEPs, whole and term life insurance,

hame and moetar insurance.

Mortgage and deposit products to he

launched in Octaber 1996,

CHIEF EXECUTIVE: N SUTCLIFFE

HEAD OFFICE: 250 EUSTOM R
LONDON, N1 2P0
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With two young sons Tony Davies and his wife Maria Carlucei from Londen
are setting aside money for their future with a Prudence Savings Account

GROWTH IN ASSETS PROVIDES US WITH A FIRM BASIS FOR

FUTURE PROFIT GROWTH




PEPs into insurance products.

Assers under managemenc grew from

£38 billion to £46 billion in 1995 boosted by
total premiums in excess of £4 billion, and
excellent invesement recurns. This geowth in
assets provides us wich a firm basis for fucure
profic growth.

As a resulr of cose cucting and efficiency
measures, we have continued o reduce
expenses. Qur fixed expenses are now

£450 million compared wich £600 million
five years ago.

Overall, Prudential UK ended 1995 in beccer

financial condition than for many years.

Sales

Sales of savings produces in the UK continued
to be difficulc in 1993, with annual and
single premium sales falling by 23 and 12 per
cent respecnively, Sales were impacted by

the time constraines placed on our salespeople
following the introduction of expense and

commission disclosure and by customers’

JIM SUTCLIFFE, CHIEF EXECUTIVE, PRUDENTIAL UK. “With six
million customers we have a very powerful franchise in

the UK - and a franchise we are determined to grow’

continuing reluccance co commic o
long-term savings vehicles. However, sales
did improve in che final quarcer of 1995,
exceeding those in the final quarcer of
1994, and the prospects for the medium

term look encouraging.

Bonuses

As a result of scrict expense control and
excellent investment retuens, we were able to
hold or increase the total returns paid to the
majoricy of policyholders for the first time in
several years. For example, an average 235 year
Prudential pension policy will have provided
cuscomers with a compound annual return
of 14 per cent, compared with an equivalent
9.3 per cent on a cortesponding building
society account and average inflation rates of
8.5 per cent during that time. However, as a
result of the 1990s low interest, low inflation
environment, reductions in the annual bonus
rates continue to be necessary. In rotal, che

value of bonuses paid or allocated will be
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£1,761 million for 1995 (£1,695 millien
in 1994).

Distribution

Roughly 60 per cent of our sales come from
our direcr salesforce, and 40 per cent from
independent financial advisers. During 1995
we expanded our distribution capability by
seering up a new arm of the direct salesforce
offering a sophisticated financial planning
faciliry to higher net worth individuals, We
now have nearly 150 salespeople working in
this area. We constantly monitor the needs
of existing and potential cuscomers and how
they wish to purchase our products. We will
continue te update our disteibution strategy

to match their needs.

Products and Services

In a difficule year for sales, particularly for
Personal Equity Plans, we had success with
a revamped single premium investment

product (Prudence Gold Bond) and sales of

Prudential Corporation plc  Annual Report 1995 13

our immediate annuicty products improved
following the launch of a new quotacion
system.

In March lasc year we launched our new
‘Lifestyle’ geoup money purchase pension
plan, widening the range of invescrnent
vehicles offered to customers.

We have invested heavily in Workflow and
Image technology, designed co increase the
efficiency of our administration, and che first
phase of this project was installed in February
this year. This development will improve our
service standards and further reduce coscs.
Pleasingly, we were again voted “Best” by
WHICH? Magazine for our general insurance
claims service.

In a complicated business like financial
services, well trained scaff are all importane.
Lasc year we invested £11 million in training
our direcr salesforce and on average each new
member of scaff spends 20 days training at out
National Training Ceatre in addition to the

on-gite training they receive within their own




in the UK’

offices. Our training and competency scheme
has been accredited by our regulacor the

Securities and Investments Board.

Banking

We announced last vear our intention to apply
to the Bank of England for a deposit taking
licence. Subject to approval, we intend to
open a branchless deposit and mortgage
lending operation in October chis year. These
products, distribuced via our direce salesforce
and directly to cthe public, will broaden

our product range. We already acrange

£700 mitlion a year of mortgages for our
cuscomers and pay out over £1 billion a year
in maruring policies, so the opportunity exists
to develop a subscantial business in a short
pertod of time. The operation, headed by
Michael Harris, former chief execucive of First
Direce, will be based in Dudley in the West
Midlands and will ultimately create 700 jobs.
As we anticipated, the marker for mortgages

and deposit based savings is becoming

KEITH BEDELL-PEARCE, MANAGING DIRECTOR, PRUDENTIAL UK,
‘Prudential is one of the best known and most respected brands

(=, gd, & =y i Fy 1 E1

=

-]

increasingly comperitive. However, we are

maore than prepared for che challenges of the

| =

marketplace and indeed are now forewarned

of our competitors’ stracegies.
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WE INTEND TO OPEN A BRANCHLESS DEPOSIT AND MORTGAGE

LENDING OPERATION IN OCTOBER 1996
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PRUDENTIAL UK
QPERATING PROFIT LONG-TERM BUSINESS
fm

E306m

£294m  £295m £289m

£27sm I I I

1991 1982 1993 1954 1995

FPRUDENTIAL UK
A55ETS UNDER MANAGEMENT
fbn

£asbn
£335n  £3gpn

| II I

1981 1992 19%3 1994 19495

PRUDEMTIAL UK
ANNUAL PREMIUM SALES
fm

£362m
fa2zm B e
£280m
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Jackson National Life has two million customers across the
United States. George Koffskey Junior and his partner, Carrol
Fink, from New Orleans, who have been customers of Jackson
since 1993, recelving a regular visit from their agent

IN THE TEN YEARS SINCE WE BOUGHT JACKSON ITS ASSETS HAVE

GROWN FROM US$2 BILLION TO US$25 BILLION
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JACKSON NATIONAL LIFE

PROFIT USSIROM

SINGLE PREMIUM SALES: UsS$2.2BN

ASSETS: US$25EN

NO. OF AGENTS: 73,000

NO. OF EMPLOYEES: 1,100

NQ. OF CUSTOMERS 2M

OPERATING IN 48 US STATES
OPENING IN NEWW YORK IN 1958

MAIN PRODUCTS: Annuities, guaranteed
investment centracts, life products and
mutual funds.

CHIEF EXECUTIVE: BOB SALTZMAN

HEAD OFFICE: 5901 EXECUTIVE DRIVE,
LANSING,

MICHIGAN, 48911
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JACKSON NATIONAL LIFE

It is ren years since we bought Jackson
National Life and in chat time ics assets have
grown from US$2 billion ro US$25 billion
and irs single premium sales have risen from
US$435 million co US$2.2 billion.
Operating in 48 US states, with plans to be in
all 50 by the end of the year, Jackson is now a

significant force in the US insurance markert.

Profit and Sales

In 1995 Jackson's operating profic increased
by 61 per cent to US$380 million mainly due
to growth in assets under managemente,
improved invesement macgins and an increase
in averaged investment gatns. Single
premium sales increased lase year by six per
cent co US$2.2 billion. However, as a result
of lower US interest rates, sales slowed
progressively over the last nine monchs of

the year.

Products

One of Jackson’s key objectives in 1995 was
to diversify its product range in order o
reduce dependence on interest race sensicive
products. To chis end, Jackson recorded the
firse sales of its new guaranteed incerest
product towards the end of lase year. This
new produce brought in US$100 million

of premiums in 1999 and should have a




significant impact on sales in 1996, Jackson

has also launched a range of variable annuity
products and although sales of chese were
mitially low, we expect them to improve
substantially in 1996. Jackson's basker of
preduces, which now includes fixed and
variable annuities, guaranteed incerese
products, life produces and murtual funds, is
designed to appeal to a wide cross section of
customers in a variety of investment market
condicions, racher than rely almost wholly
on fixed annuicies where sales are interest

rate sensicive,

Distribution

Jackson has also been working on diversifying
the distribucion outlets for ics products. Last
year Jackson distributed over 80 per cenc of
its products via a network of 73,000 agents.
However, Jackson has increased its focus on
selling ics products via banks and other
financial institutions and these accounted for

13 per cenc of its sales in 1995, In addition,

BOB SALTZMAN, CHIEF EXECUTIVE OFFICER, JACKSON
NATIONAL LIFE. ‘We are focused on developing our
product range and distribution outlets, and expanding
our geographic coverage’

Jackson has launched a number of praducts
specifically aimed at broker dealers and has
set up a national sales office in Los Angeles
focused on markecing to this distribution
channel.

Work on establishing a subsidiary company
in New York continues and Jackson hopes to
open for business later chis year,

Jackson has been a great success story for
Prudential and an exceltlent invescment for
sharehaolders, Jackson now provides a quarter
of our sales and 30 per cent of our operating
profits, and is by far the largest of our
businesses outside the UK. The story of
Jackson has been characterised over the last
ten years by growth: growth in assets, growth

in sales and growth in profits.
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JACKSON NATIONAL LIFE
ASSETS UNDER MANAGEMENT
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PRUDENTIAL ASIA

Asia is already an important business area for
Prudencial and will become increasingly
imporeant in che fucure. After an investment
of £5 million in our growing Asian businesses
in 1995, profic from the region increased

by 22 per cent to £11 millien. In addition
annual premium sales grew by 26 per cenc last
year and, wichin the Group, Prudential Asia is
now only second to the UK in terms of annual
premium production. Reflecting this growth
in the business, funds under management
grew by 40 per cent in 1995 co £1.4 billion.
Prudential now has over 8,500 szaff and
agencs In Asia to service and sell to our new

and existing customers.

Established Businesses

We have well established businesses in Hong
Kong, Singapore and Malaysia. All performed
well in 1995, wich impressive increases in
sales and profic. In each councry we are now

one of che top five life companies.

New Operations

New joint ventures in Thailand and Indonesia
were officially launched in the last quarter of
1995 and are alteady building salesforces and
generating new business. Boch operations
have benefited from the synergy that exists

between our operations in Asia. For example,

PRUDENTIAL ASIA

PROFIT £11M

ANMNUAL PREMIUR SALES: £87M

SINGLE PREMIUM SALES: f63im

ASSETS: {1.4BN

NG OF AGENTS:

NOQ. OF EMPLOYEES:

ESTABLISHED IN SINGAPORE, MALAYSIA
AND HONG KONG

OPENED IN 1995 IN THAILAND AND
INDONESIA

QPENING IMN 1836 IN THE PHILIPPINES
REPRESENTATIVE OFFICES IN CHINA AND
VIETNAM

MAIN PRODUCTS: Unit-linked and  with-
profits savings plans, term and whole life
insurance, accident and health insurance

and unit trusts,

CHIEF EXECUTIVE: MARK TUCKER

HEAD OFFICE: SUITES 901-2,
CITIBANK TOWER,

CITIBANK PLAZA,

3 GARDEN ROAD,

HONG KONG
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Prudential has 7,800 agents servicing its customers in Asia.
Jessada Manpoom, one of Prudential’s customers in Thailand discussing his
financial needs with Prudential TS Life representative Thawin Saosrithong.

REGIONAL SYNERGY ALLOWS US TO KEEP COSTS TO A MINIMUM

AND MOVE QUICKLY AND EFFICIENTLY INTO NEW MARKETS




both Indonesia’s and Thailand’s advertising

campaigns ate based on the listening strategy
developed in the more established markerts,
while Indonesia cloned Malaysia’s
management and information technology
systems. This regional synergy allows us to
keep development costs ro a minimum and
move both quickly and efficiently with tried

and tested systems into new markets.

New Markets

We have incorporated a company in the
Philippines in 1995 and plan to open for
business as a wholly owned subsidiary of
Prudential later this year. In addition we are
continuing to work hard to gain operating
licences in both China and Vietnam. Also we
are working on regaining entry into the
Indian insurance market where Prudential

had a significant business for 30 years.

MARK TUCKER, CHIEF EXECUTIVE, PRUDENTIAL ASIA.
‘We intend to be a key player in the rapidly
expanding Asian insurance markets’

There is lictle doubt about the scale of
economic growth that Asia will achieve in the
next twenty years. Our three pronged strategy
of growing our existing businesses, building
new businesses and gaining entry into new
markets is intended to ensure that we will

be able to be a key player in the rapidly

expanding insurance markets in this region.
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Prudential’s other international operations
are based in Australia, New Zealand, Italy
and Holland. Profic from these operations

increased from £17 million in 1994 to

£19 million in 1993,

AUSTRALIA

Excluding the non-recurrent £4 million cost
of converting our operation from a branch

to a subsidiary, profit in Australia rose from
£14 million co £18 million. However, as a
resule of the introduction of compulsory
pension savings and difficult invescment
conditions, life and pensions markets in
Australia have been turhbulent in che lase year,
with the resule char sales fell by 40 per cent.
In response to the changing marker place,
Prudencial Auscralia has been refocusing its
overall business strategy to concentrate on the
growing marker for group superannuarion
whilse, ac che same cime, rationalising its
retail financial services business. The
implemencation of this stracegy should leave
the company better placed to deal wich the

more competitive markee in 1996.

NEW ZEALAND
Profit in New Zealand doubled to £2 million.
However, difficult investment conditions

meant that sales from this operation tell by

33 per cent. To increase its competitiveness,
our New Zealand operacion is focused

on reducing costs, increasing cuscomer
service and expanding ics distribucion
capability through a dedicaced retiremenc
planning salesforce and increased use of

telephone selling.

ITALY

Qur [talian operacion, Prudential Viea,
continues to perform well with annual
premium sales increasing by 25 per cent to
£10 million, single premium sales rising
marginally to £30 million and losses halving
to £1 million. Ac the end of 1995 Prudential
Vita acquired a murtual fund company
adding these products to its existing Life

insurance range.

HOLLAND

Profit in Holland was unchanged at

£4 million. In a crowded market place
Prudential Leven doubled sales of single
premium preducts to £40 million, while
annual premium sales were constant at

£4 million partly due to a sluggish market

for mortgage related business.

TIIRIEINIBIEBIEIEIE

-

PR YRR P MAAM AR MAAMEAAOMY MMM TEONETDTEMNN

L_______________,_._._._._.—_-.--'-""'




=1/ I ™

In]

\mj

lm? lmr lm e

!

L

‘L"“!

{n:

PROFIT FROM OTHER INTERNATIONAL

OPERATIONS INCREASED BY 12 PER CENT IN 1995
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JOHN MAXWELL, EXECUTIVE DIRECTOR
responsible for other international operations
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PRUDENTIAL PORTFOLIO MANAGERS

With funds of £82 billion under
management, Prudencial Porcfolio Managers
{PPM)} is one of the largest investment
management companies based in the UK,
These funds are managed from eight
invesement offices around che world which,
directed from PPM's head office in London,
carry out investment activicies in cheir local
markets for all companies in che Prudential

Group and external clients.

Investment Performance

PPM scrives to provide consistently superior

30 T R UE

investment performance for its customers
over the medium to long-term. The largest
of PPM's investment funds is che UK
with-profits fund. In nine out of che last
ten years this fund has ourperformed the
relevant market indices and has grown
from £11.5 billion to £30 billion. The
ourperformance, generated by PPM'’s policy
of actively managing ivs assets rather than
simply rracking movements in invesement
markets, has signiticantly added to the value
of the funds during this time to the benefic

of our policyholders.

The size of PPM, the scope of its accivities
and the wealch of expertise thac resides in
its investmenc professionals, provides a key

competitive advantage for Prudencial’s other

retail operations. In 1995 PPM had an
excellenc year for investment performance,
winning several invesement awards including
che Sunday Times International Fund
Manager of the Year. OQur managed life and
pension funds have achieved rop quarrile
invescmene performance over one, two, three
and five years. Additionally our managed
trust was in the top one per cent of best
performing funds in 1995 and was awarded
best managed trust over five years.

The performance of the external segregaced
pension funds managed by PPM improved
significantly during 1993, outscripping the
average competitor by some 1.5 per cent.
Afeer a second year of outperformance, PPM
is now well positioned to win new pension

fund cliencs.

Profit

Profic from PPM, which is closely linked
to the size and performance of funds under
management, increased by 39 per cenc to

£32 million.
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IN 1995 PPM HAD AN EXCELLENT YEAR

FOR INVESTMENT PERFORMANCE

- PRUDENTIAL PORTFOUIO MANAGERS
PO
} Fy TYPES OF AS5ET
Ebn

Bonds £30 Obn

Shares
£42 6bn
Property £5.5hn
Cash £4 Obn
PRUDENTIAL PORTFOLIO MAMAGERS
GLOBAL SHARE HOLDINGS
fhn
Austealia and
New Zealand £1.6bn | Cast £1300
Horth Ametica £3.0bn
Japan £2.2bn
Europe £4.3bn UK
E30.0bn
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DEREK HIGGS joined PPM in February 1996
as chairman
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MERCANTILE & GENERAL REINSURANCE

TV A TE T

Operacing profic from our reinsurance
subsidiary, Mercantile & General (M&G),
grew for the chird successive vear in 1993,
increasing by 13 per cent to £196 million.
This growth trend reflects che work done by
the new management team headed by John

Engestrm who joined the company 1n 1992,

Leng-term Business

With 77 per cent of its premiums coming
from long-term business, M&G is primarily
along-term reinsurer. Profic from the long-
term business increased from £126 million in
1994 co £133 million in 1993, boosted by a
strong life reinsurance resuic. This more than
compensated for additional reserves thac have
been set aside for possible future disability
claims. M&G's leading market position has
enabled che company to successfully influence
its clients to adjust future new disability
business premiums to reflect current and
projected claims experience. However, it

has not been possible to carrect the pricing
of the historical business. Excluding a
non-recutrent item in 1994, gross long-term
premium income rose slightly despite
increased competition in the markert for

long-term reinsurance.

General Business

Profir from M&G's general business increased
by 31 per cent in 1995 to £63 million, while
premium income rose by 14 per cent to

£292 million. M&G's rigorous approach

to underwriting and pricing general
reinsurance has enabled it to increase
premium income wicthour compromising

its strice proficabilicy criteria.

Customer Focus

In crder to sustain margins and combat
cyclicalicy, M&G is seeking to deliver
solutions cailored to che needs of individual
clients. To this end, M&G restructured its
business in 1995 co increase the focus on
customer needs and improve service, The
benefies of chis restructuring are already
beginning to come through, building on the
long and successfu! relationships M&G
already enjoys with its existing long-cerm
clients. Of its top 25 UK clients, 60 per cent
have been with the company for over 20 years,
while a furcher 20 per cent have been

cusromers since chey opened for business.
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JOHN ENGESTROM, CHIEF EXECUTIVE, M&G.
‘With customers in more than 100
countries, we have a growing business
with a truly international scope’

im MERCANTILE & GENERAL CONTINUED ITS
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M&G continued its programme of global

expansion 10 1995, opening offices in Paris

and Cologne and strengchening existing

operations in Asia.

Wich che opportunities offered by the
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MERCANTILE & GEMERAL
LONG-TERM REINSURANCE PROFITS
£m

£133m

1995

€124 £125m  E126m

19493

1991
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MERCANTILE & GEMERAL
LONG-TERM GROSS PREMIUM INCOME

£m

E1,061m

£993m

E300m

E623m  £635m

1991

1992 1903 1994

15995

deregulation of insurance markecs in Europe
and Japan and the reductions in state social
security provision around the world, M&G's
leading position in the long-term reinsurance

markees pucs ic in a scrong position to

W
‘o

M&G opened new offices In Paris and

Cologne in 1995 and strengthened Its
existing operations in the Far East

compete and succeed.
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GROUP FINANCIAL REVIEW

Restated

Financial Summary 1995 £m 1991 tm
Operating profic (including averaged invesement gains)

Before tax 804 693

After tax 546 498

Earnings per share 28.7p 26.3p
Profic for the year {including actual invesement gains)

Before tax 1,044 358

After tax 758 222

Earnings per share 39.8p 1.7p
Dividend per share 15.7p 14.4p
Sharcholders’ funds

Statutory basis 1,747 1,263

Accruals basis 4,18 3,960

Following the implementacion of the EU
Insurance Accouncs Directive, the 1995
aCCounes incerporate significant changes

in accouncing policies and presentation which
are explained fully on pages 66 to 68.
Comparative figures for 1994 have been
restated accordingly.

The main changes relate to the long-term
business result and to the treatment of
investment gains, We are continuing to
publish operating profit inclusive of averaged

investment gains which we believe better

reflects underlying business performance.
However, it is currently unclear whether we
can continue to show the rocal profit for the
year on this basis in the new formac profit
and loss account. Pending agreement berween
the insurance indusery and the Accounting
Standards Board on che appropriace
accounting practice for insurers’ investment
gains, the total profit for the year will include
actual realised and unrealised invesement
gains arising in the year and, as a result, will

be subject to significant volatility.
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JONATHAN BLOOMER, GROUP FINANCE DIRECTOR. ‘We
ended 1995 in a very strong financial position’

Tax

The effective rate of tax on the operating
profit for the year was 32 per cent. This
compares with an unusually low rate of 28
per cent in 1994 which beneficed from non-
recurrent tax credits in Jackson National Life

and Mercancile & General Reinsurance.

Earnings Per Share and Dividend

Operating earnings per share of 28.7 pence,
based on post-tax operating profic including
averaged invescment gains, increased by nine
per cent. The higher tax charge mencioned
above results in che growth in operating profic
being lower at the after-tax level chan ar the
pre-tax level. The toral dividend for che year
of 15.7 pence per share also increased by nine
per cent and 15 covered 1.8 times by operating
profic after tax. It is important to note that che
adoption of the new reporting basis under che
Insurance Accounts Directive has no effect on
the amount of profic available for distribucion

to shareholders as dividends.

Shareholders” Funds

The consolidaced balance sheer on page 63
shows that shareholders’ capiral and reserves
at the end of 1993 were £1,747 million, an
increase of £484 million over 1994 as resraced
on the new basis. The increase primarily
refleces rerained operacing profic after
dividend payments of £246 million, togecher
with increases in the marker value of
shareholder investments.

The Group's business 1s conducted largely
through separate subsidiaries of the holding
company, Prudential Corporation, and the
majoricy of shareholders’ funds are held in
these subsidiaries. These subsidiaries are
capitalised ac a level appropriate to local
regulatory and marker requirements, caking
account of the projecred growth of their
business. Group policy is that subject o chese
requirements and to minimising tax costs,
profics earned in subsidiaries are paid up to
che holding company as dividends.

The new reporcing basis under the Direcrive,
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which recognises as shareholders” funds
certain reserves previously held within che
long-term funds, increases shareholders” funds
by £655 million (1994 £530 million)
compared with the old basis, However, like
the old basis, the new accouncing basis is
derived from starutory requirements designed
to demonscrate solvency. Consequently, it
deters the recognition of profic and seill does
not recognise the overall shareholders’ interest
in our long-term business operacions. In
particular, no shareholders’ interest is
recognised in respect of the upateribured
assets held wichin the main UK long-term
fund. A bereer indicacion of shareholder
resources i1s given in the supplemencary
accruals basis balance sheet on page 92. This
basis does recognise che overall shareholders’
interese but does not ancicipace che resules of
our discussions with che DTT on the
unactribuced assets. For the purposes of the
accruals basis resulbes, it 15 assumed thac only
ten per cent of these assets are allocated to
shareholders, subject to an allowance for the
escimared furure etfects of caxation on
pensions business, Total accruals basis
sharcholders’ funds are £4.9 billion compared
wich £4 billion at the end of 1991, The
increase reflects the groweh of the business

and higher investmenc values.

These funds are deployed in the Group’s main

operations as follows:

1995 £ha

Prodenrial UK 23
Jackson Narional Life 1.5
Prudential Asia 0.1
Mercantile & General Reinsnrance 1.1
Orher operations 0.6
5.6

Less borrowings {0.7)
Accruals basis shareholders' funds 49

Funds Flow and Borrowings
The cable below provides details of the

holding company's funds flow.

Group Funds Flow 1995 tm e um
Group operacing profic

after tax 546 498
Dividends declared (300) {274}
Retained by businesses to

finance growth 219) {192)
Funds available to

helding company 27 3z
New invesement

in businesses {33) 32}
Canada and Ireland

disposals 89 32)
Timing ditferences and

other items 12 125
Met holding company

cash movement g5 {107

We believe thar for an insurance group this
presencation provides a clearer demonstration

of the urilisarion of resources than the format
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prescribed under FRS1 shown on page 65.
Afeer investing £20 million in our new banking
operation, the retained profit afrer dividends
was £246 million. Of chis, £219 million was
retained by our businesses to finance expansion,
including £135 million in Jackson National
Life. A furcher £33 million was invested in new
businesses, mainly in Asia. Following the
repayment by a subsidiary of a loan made in
1994 to purchase residual assets in connecoion
with the disposal of our Canadian operations,
there was a net cash inflow to che holding
company of £95 million.

Afeer exchange movements of £14 million,
year end borrowings, net of cash on depaosir,
were £696 million, £81 million lower than
the previous year. This amounts co 40 per cent
of statutory basis shareholders’ funds and only
14 per cent of accruals basis shareholders’
funds. It is expected thac che inicial starc-up
and capital costs of our relephone banking
operation, due to open in October 1996, will
be funded from internal resources.

During the year, a US $250 million ten year
Eurobond was issued, enabling the repayment
of all of the Group’s shore-term commercial
paper borrowings. Gross borrowings of

£730 million are now wholly at fixed rates of
interest with maturicy daces ranging from

1997 ta 2007. The Group alsc retains access

Prudential Corporation ple

to boch commercial paper facilicies and
commiteed and uncommitted bank facilicies.
The credit screngeh of the Group is furcher
demonscrared by incerest cover of 13 times,

based on operating profit before interest.

Treasury Policy

The Group operates a cencral treasury
funceion which has overall responsibility foc
managing cthe Group’s capital funding as well
as irs cencral cash and liquidity positions. The
treasury funccion is also responsible for the
co-ordination of risk managemenc and
investment policy across the Group,

To reduce investment, incerest race and
currency exposures, and to facilitate efficient
investment management, derivarive
inscruments are used by the Group.
Derivatives are not used for crading or
speculative purposes. Group policy is that
amouats ac risk through derivarive
transactions are covered by cash or by
corresponding assets or liabilities, The
accounting treacment of derivative conrracts
is consistent with chat of the underlying assets
or liabilicies.

The Group transacts business in a wide range
of currencies and our main exposure is to the
US dollar. Approximacely two-thirds of the

Group’s accruals basis net assets are held in
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sterling wich a further quarter held in US
dollars. The US dollar amounc 1s arrived at
after deducting US$691 million borrowings
designed to reduce the curtency exposure
arising from our investment in Jackson
Nacional Life.

The currency exposure relating to the
translation of reported earnings is not
separately managed. However, its impacr is
reduced by the interesc payments on foreign
currency borrowings and by the adoption of
average exchange races for the cranslation of

foreign curtency revenues.

Financial Strength of Insurance QOperations
The solvency capical carried within the main
UK long-term fund rose sharply in 1995 asa
result of scrong investment markets, dividend
growth and PPM's success in exceeding
market returns. We expect that che solvency
ratio of free assets to liabilities of 27 per cent,
compared wich 19 per cent in 1994, will be
above the industry average. The fund’s
hnancial serength is rated "Aaa’ by Moody's.
The solvency positions of our other main
insurance operarions were furcher
strengthened in 1993, Jackson Narional Life’s
risk based capiral ratio increased to 219 per
cent of the regulatory minimum while

Mercancile & General Reinsurance’'s main

long-term fund solvency ratic was nearly

three times the statutory minimum,

Conclusion

Asa result of profic growth and favourable
investment mackets, we have furcher
serengthened our balance sheer and ended

1995 in a very strong financial position.

Jonathan Bloomer, Group Finance Director
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BOARD OF DIRECTORS

Sir Martin Jacomb* (Age 66)

Chairman

A direcror since March 1994 and Chairman
since May 1995. Chairman of che British
Council and Delta. Director of RTZ and
Marks & Spencer. Member of cthe Nolan

Commictee.

Michael Abrahams CBE DL* (age 58)

Deputy Chairman

A director since 1984 and Depucy Chairman
since 1991. Chairman of Prudenzial Staff
Pensions Limited. Chairman of Cavaghan
and Gray. Director of John Waddington,
Drummaonds and the London Clinic. Deputy
Chairman of the Council of the Prince of

Wales' Institute of Architecture.

Keith Bedell-Pearce (Age 50)

A direcror since 1992 and Managing Direccor
of Prudential UK division since July 1995.
He joined Prudential in 1972 and worked for
a number of years as General Manager in
charge of field operations and marketing at
che Home Service division, becoming Chief
Executive of Prudential Financial Services

in 1990.

Jonathan Bloomer FCA (Age 42)

Group Finance Director since January 1995,
He was previously a senior partner in Arthur
Andersen’s hnancial markers division and
managing paccaer for the firm’s European

INSUrance pracrice.

Peter Davis (Age 54)

Group Chief Executive since May 1993 and

a director since June 1994. Non-execucive
director of Boots and Chairman of National
Advisory Council for Education and Training
Targets and che Basic Skills Agency. Former
Chief Executive and Chairman of Reed

Incernarionai.

Niall FitzGerald* (Age 50}

A director since January 1993, Execucive
director of Unilever and vice-chairman of
Unilever plc. Non-executive director of the
Bank of Ireland. Chairman of che
Confederation of Brirish Industry Europe

Commitcee,
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Lord Gillmore GCMG* (Age 61}

A director since March 1993, Senior adviser
to BZW, direccor of Vickers plc and Governor
of Birkbeck College, University of London.
He was Permanent Under-Secretary of Stare
and Head of the Diplomatic Service uncil

August 1994,

Derek Higogs (Age 52)

A director since February 1996. Chairman
of Prudential Portfolioc Managers. He was
previously a managing director of SBC
Warburg and UK country head. Formert

Chairman of $ G Warburg & Co Led.

Sir Trevor Holdsworth FCA* (Age 68)

A direcror since 1986. Depucy Chairman
from 1988 to 1992, Chairman of Allied
Colloids, Lambert Howarth and Beauford.
Director of Owens-Corning Inc. Chancellor
of the Universiry of Bradford. Chairman of
the Wigmore Hall Trust.
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John Maxwell CA CIM {Age 51)

Corporate Development Director since March
1994. He was previously Chief Execucive of
BPB Industries and, from 1986 ro 1992, of

che Provincial Group.

Jim Sutcliffe FIA (Age 39)

A direceor since March 1994 and Chief
Execurive of Prudential UK division since
July 1995, He joined Prudencial in 1976 in
the Group Pensions area and between 1989
and 1992 he was Chief Operating Otheer of
Jackson Nacional Life, before being appointed
Depury Managing Director and then
Managing Director from QOceober 1994, of

the Home Service division,

Andrew Teare* {Age 53)

A director since 1992, Group Chief Execucive
of Rank Organisacion. Former Group Chief
Executive of English China Clays and former
President of che Nacional Council of Building

Macerials Producers.

*non-executive dirccoor
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CORPORATE GOVERNANCE

...... .. I

The directors support the principles of
corporate governance sec out in che Code of
Best Pracrice published by the Cadbury
Committee and confiem chac the Company
has complied with che requirements of the
Code chroughout the year. The Company
also complies with che best practice
provisions on directors’ remuneration, as
regarding remunerarion committees and
annexed to the Listing Rules of the London
Stock Exchange, which became effective on

31 December 1995,

Organisational Structure

The directors have established formally a
clearly defined organisacional struccure wich
lines of responsibility and delegacion of
authoricy. The Board decides the objectives
and stracegy, directs che Group and has set out
the specific macters which are reserved to it
for decision. The Board normally meers
monthiy.

The Board has delegated to the group chief
executive authority for implementing the
strategy agreed by the Board and for
managing the businesses of the Group. In
discharging his responsibility, che group
chief execurive is advised and assisted by a
Group Executive Commirccee, which includes

all the execucive directors, and also by a group

head office team which incotporates
functional specialiscs.

The Board has approved authority levels for
decisions regarding capital expenditure,

acquisitions and disposals and other matters

and has delegated authority to the group chief

exXecutive, acting in conjunceion wich an

Approvals Committee of che Board, in respect

of chose marters.
With the approval of the Board, the group
chief execucive has delegated auchority to

the chief execurtive of each business division

of the Group for management of thac division.

Each divisional chief execucive has established

a management board for che division which
comprises che most senior execucives in the
division. The management board supports
and assists the divisional chief executive as
well as exercising, jointly and cthrough ics
individual members, authoricy delegated

by the divisional chief executive for rhe

management of business areas of the division.

The Board has also established the following
standing committees of non-executive
directors to which it has delegaced certain

of its responsibilities:

Asedir Committee
Michael Abrahams (Chairman}

Lord Gillmore
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Sir Trevor Holdsworch

Andrew Teare

The Audit Commitcee normally meets four
eimes a year. [es main objective is to assist
the Board in meeting its responsibilicies in
respect of the system of internal financial

control and external financial reporring.

Renumeration Comniitiee

Sir Trevor Holdsworth (Chairman)
Michael Abrahams

Niall FiczGerald

Lord Gillmore

Andrew Teare

The Remuneration Commiccee is responsible
for reviewing remuneration policy and
determining the remuneracion packages of
the executive direccors, including
consideration and review of long-term
incentive schemes, and for exercising the
powers of the Board in relacien to chose
schemes. The Remuneration Commirtee's

report is set out on pages 47 to 4.

Nomination Committes
Sir Martin Jacomb (Chairman)

Michael Abrahams
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The Nomination Committee is responsible
for censidering and recommending candidates

for appointment to che Board.

Internal Financial Control

The management of exposure to risk is
fundamental to the Group's operacions which
mainly involve the acceptance of investment
and underwricing risks. The Group’s system
of internal financial concrol, for which che
Board has overall responsibility, is an essential
and incegral part of che risk management
process. The main features of the Group’s
framework of internal financial control are

as follows:

Contrel Envivonment

The Group’s business values, emphasising
the core values of honesty, equity and good
stewardship, are set out in the "Corporate
Context’ document which is discributed

to staff.

Tnvestnaent

There are well defined rules governing
investment dealing and sectlernent,
incorporating details of pracedures and
authority levels. The controls over investment

scracegy, compliance and performance were

reviewed by che Board during 1995 and the
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divisional management responsibilities for
these mateers and che Board's overall
responsibilicy for the Group's invescrment

strategy were more formally defined.

Underuriting and Acceprance of Risk

The Group has established controls over
underwriting exposures covering both risks
accepted and che reinsurance of these risks.
Exposure limirs are reviewed annually as parc

of the planning process.

Financial Control Procedures

Detailed controls, applicable across che
Group. which address key business and
financial risks and authoricy levels are
laid down in financial and actuarial

procedures manuals.

Perfornmance Planning and Monitoring

There 1s a comprehensive planning and
performance monitoring system based on
key petformance indicatocs for each business
area. Five year business plans, incorporating
decailed one year operacing plans, are
prepared annually for each business area and
for che Group as a whole. Business area
petformance is monitored by functional
specialists ar group head office covering

finance and accvarial matters. The Board

receives monthly managemenc reports
comparing actual performance wich plan,
and dealing with key business indicators

and the progress of major projects.

Financial Povition

The Board receives regular reports from the
group finance director on other financial
matters such as investment performance,
capiral adequacy and financing scracegy. It
also receives annual reports from the group
chief actuary on the iinancial condition of
each of the Group's principal long-term

insurance businesses,

Audit

There is a group internal audic function,

the head of which has dicect access to the
chairman of the Audit Commitcee. In
addition, each main business area has its
own internal audit function. Any significant
matrers arising from internal audit work are
reported to the Audic Commircee.

The Board receives rwice yearly repores by
the external audicors on any weaknesses in
internal financial control which come to
cheir actencion during the course of their
audir work. The Audit Committee reviews
action taken in response to weaknesses which

are identified.
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Effectiveness of Internal Financial Conirol

The Board has reviewed the effecciveness

of the system of internal financial control

in operacion during the year through the
monitering process set out above, In addition,
during the second half of 1995 each business
area, including group head oftice, prepared an
assessment of its risk exposures and incernal
financial control framework. Divisional
management boards then prepared statements
on the appropriateness and operational
effectiveness of their frameworks. This work
was reviewed by either incernal or excernal
audit and a summary of the findings was
reviewed by che Audic Commitcee and by

the full Board.

Such processes can provide only reasonable
and not absolute assurance against material
errors, mis-stacements or loss and, in that
context, the review did not reveal any
significant macters which, in the opinion

of the Board, indicazed thac the systern of
internal financial control was inappropriate

or unsatisfactory.

Compliance

The Group’s life insurance, savings and
investment operations have incernal
compliance functions which monitor

adherence to local regulatory requirements
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and report regularly to divisional
management boards. The Board receives
annual reports on both UK and overseas

compliance mateers.

Directors’ Responsibilities for the Financial
Statements

The directors have a ducy to report to
shareholders on the performance and financial
position of the Group and are responsible for
preparing the financial statemencs on pages
58 to 83 and the supplementary information
on pages 88 to 97.

Company law requires the directors to prepare
financial statemencs for each financial year which
give a rrue and fair view of the state of affairs of
the Company and of the Group and of the result
of the Group for the period and which comply
with the Companies Act 1985. In preparing
those stacements, the directors ensure thac
suitable accounting policies are selected and
applied consistencly, chac reasonable and
prudent judgements and estimates are made and
that applicable accounting standards are
followed. They also ensure that apptopriate
accounting records are maintained for the
preparation of those statements and chat
reasonable steps are taken co safeguard the assets
of the Group and to prevent and detect frand

and ocher irregularities,
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After making appropriace enquircies, the
direccors consider that the Group has
adequate resources to continue in operational
existence for che foreseeable fucure. They
therefore continue to use the going concern

basis in preparing the financial statements.

Environmental Policy

The directots regard concern for the
environment as an integeai parc of good
business practice and as significant amongst
their wider responsibilicies.

The Group therefore endeavours co limit any
adverse effects to the physical environment
to a practical minimum.

Within areas under ics direct conerol

the Group:

* Expects each business area to adopt &
considered approach to improving on
environmental standards within its own
operations and to further awareness of
environmencal responsibilities amongse sraff,
Due consideration is therefore given to energy
and water conservation, paper usage and
recycling, waste management, minimal
emissions of CFCs and other pollucants, and

sourcing wood from renewable resources.

* Ensures che organisation meets or linproves

upon environmental laws and regulacions.

Whilst in its investment activities the Group
does not currencly manage any funds chat

are specifically designaced as ‘ethical’, it

does seek to maintain a high awareness of
environmental and social issues.

Prudential Porcfolio Managers (PPM) believes
that the boards of companies it invests in
should pay due regard to environmental
matters and thereby furcher the long-term
interests of their shareholders. Asa
responsible investor, PPM believes
comparnies should be able to demonstrace
appropriate environmentcal policies.

PPM has developed environmental guidelines
for che properties it owns and manages. These
include systems and procedures to ensure that
all land and buildings under ics control
oprimise energy etficiency so far as praccicably
possible. All works of refurbishment and
redevelopmenc of land and buildings under
its control are appraised in advance for cheir
environmental effects. In designing and
procuring the works, che bese pracrical means
are applied to improve each building’s
environmental performance.

The directors will continue to review the

Group's approach to che environment.
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INVESTMENT IN THE COMMUNITY

The incernational nature of Prudential’s
business is reflected by the Group's policy of
community support around the world. In
1995 contributions to community relations
world-wide cotalled £1.7 million.

In the UK the focus continued to be on carers
and safer communities.

The Prudential Carers Initiative, a ive year
parenership wich The Princess Royal Truse
for Carers and with Crossroads, improves
services o carers by enabling the Trust to set
up Carers Centres and by helping Crossroads
to increase the provision of respite care.
Thirteen Prudencial funded Carers Centres are
now established wich each providing a variety
of services to almost 100 carers every month
and communicating with ac least five times
that number.

The Prudencial Youth Action Initiacive, a
five year partnership with Crime Concern,

is rapidly increasing the mimber of young
people actively addressing crime in cheir
local communities by joining Youth Action
Groups. During che year the number of
Youth Action Groups rose to around 1,000
involving an estimated 20,000 young people.
Overseas, community investmenc activicy

is designed to meer the local needs of

each company.

In the United Staces, Jackson Naticnal Life

concentrates its effores on recognised and
respected charitable and community events.
Prudencial in Australia focuses its donations
on medical research and in 1993 gave

its largest donation to The Multiple
Sclerosis Society.

In New Zealand projects were supported
which were both visible and had che capacity
for involving Prudencial seaff. These included
the Make A Wish Foundarion.

In Singaporce "Pru Friends’ continues co
expand. This is a long cerm communicy
project concributing to the welfare and
development of children in Singapore.
Mercantile & General concribuces financially
1o projects in Auseralia, the Uniced States,
Canada and Souch Africa as well as the

UK. Areas of support include social welfare,
education and medical research and in

all cases staff are involved in the decision
making process,

Prudential’s sponsorship acrivities include
The Prudential Awards for che Ares. The
Awards are an annual competition designed
to reward and support the best UK arts
organisacions, for which che prize money in
1995 rotalled £250,000,

Prudential’s broad range of charitable
activities and arcs sponsorship has enabled

many organisations to carry out valuable work.
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REPORT OF THE AUDITORS ON CORPORATE GOVERNANCE

In addition co out audic of the financial
statements, we have reviewed your scatements
on pages 40 to 44 concerning the Group’s
compliance with the paragraphs of the Code
of Best Practice specified for our review by the
Londen Stock Exchange. The objective of our
review 1$ to draw attention to non-compliance
with those paragraphs of che Code, if not

otherwise disclosed.

Basis of opinion

We cartied out our review having regard to
the Bulletin 1995/1 ‘Disclosures relating to
corporate governance’ issued by che Auditing
Practices Board. The Bulletin does not
require us to perform che addicional work
necessary to, and we do not, express any
opinion on the effectiveness of either the
Group’s system of internal financial control
OF cOrporate governance procedures, nor on
the ability of the Group to continue in

eperational exiscence.

Opinion

In our opinion, your statements on internal
financial control on pages 41 to 43 (other chan
your opinion on effectiveness which is outside
the scope of cur report) and on going concern
on page 44 have provided the disclosures

required by paragraphs 4.5 and 4.6 of

to the directors of Prudential Corporation plc on corporace governance macters

the Code (as supplemented by the related
guidance for directors) and are consistent
with che informartion which came ro our
aceention as a resule of our audit work on
the financial statemnents.

In our opinion, based on enquiry of certain
directors and officers of the Group and
examinacion of relevant documents,

your statement on page 40 appropriately
refleces the Group'’s compliance wich the
other paragraphs of the Code specified for

Our review,

Price Waterhouse
Charrered Accountants
London

11 April 1996
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‘ REMUNERATION COMMITTEE REPORT

During 1995 a Code of Bese Practice on
Directors’ Remuneration was published by
a study group chaired by Sir Richard
Greenbury. [ts main recommendacions were
either incorporated in the Listing Rules of the
London Stock Exchange or annexed cthereto
as best practice provisions with eftect from
31 December 1993. The requirements
relating to 1995 are for the Remuneracion
Commirtee to provide certain information
on directors’ remuneration and terms of
employment and this is sec ouc on the
following pages. The Committee also
cenfirms chat tn framing ics remuneration
policy for executive directors, full
consideration has been given to che matcers
set out in Seceion B of the Best Practice
Provisions on Directors’ Remuneracion

annexed to che Listing Rules.

Executive Directors’ Remuneration
Remunevation Policy

The remuneration philosophy of che
Company is that pay levels and benefic
structures should be compecitive in order to
recruit and retain high calibre executives.
Furthermore, remuneration should support
business objectives by reflecting boch
individual and business performance and, in

addition to annual salary and benefics, should

include arrangements chac are directly
related ro the longer-term performance

of the Company.

S(.’fmj'

Executive directors” salaries are reviewed by
the Remuneracion Commiccee, normally
annually, having regard to individual
accountabilities and performance, business
results and salary levels in comparable
organisations. Independent surveys are
obtained on salary levels in major companies
of comparable size in both the financial and

non-financial sectors.

Performance Related Remnineration Avvangements
Thete are ewo incentive schemes, che Share
Participation Plan and che Restricted Share
Plan. The Share Participacion Plan is
performance relaced and is designed to
encourage share ownership and retention by
executive directors and ocher senior
executives, The Restricted Share Plan is che
main scheme for executive direccors and orher
senior execurives in the Group and is designed
to provide reward contingent upon the
achievernent of demanding performance
targets. The Restriceed Share Plan was
adopted by the directors and commenced in

1995 and ar the forchcoming Annual General
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Meeting shareholders will be asked to
approve its continuation as a long-term
incentive scheme for senior executives,
including executive direccors, as part of

their remuneration.

(i) Share Participation Plan

Under this Plan, which was intreduced in
1992, execucive directors receive an inicial
cash award and they may elecc to converr the
after tax amount into existing shares in the
Company, If this eleccion is made, the
Company will award additional shares,
purchased in the market, on the basis chat
both sets of shares are deposited with the Plan
crustee for five years. In the case of other
senior executives in che Plan chis period is
chree years. The initial and additional awards
under the Plan are determined by che
Remuneracion Committee, based on 1ts
assessmenc of the overall performance of che
Group, taking into account operacing profic
and other financial measures, progress on
major projects, shareholders’ expectations and
earnings per share growth in recent years and
relative to comparable companies.
The tnicial cash award is up to 15 per cent of
salary at che time of the award. The addicional
share award is normally equivalent to the

gross initial cash award buc may range from

nil to 30 per cenc of salary, except for che
group chief execucive who is limited toa
maximum additional award of 13 per cent of
salary. Normally, a director benefits from che
additional award only if the shares deposited
by che director are held by the trustee for five
years but the Remuneration Committee has
the discretion to release che addicional shares
10 the evenc of a director leaving.

In respect of 1995, an initizl cash award of

15 per cent has been made. The executive
directors who continued in office after the

year end have elected to deposit shares with
the trustee and an additional share award of

15 per cent has been granted. The emoluments
shown in the table on page 52 reflect all pre-tax
amounts awarded under che Plan including the

cost of the additional shares.

{iiy Restricred Share Plan

The initial rerms of the Plan were set ouc in
che 1994 annual repore co shareholders. The
Remuneration Committee has subsequently
reviewed those terms, with the help of
external advisers, and has introduced changes
which have made che performance
requirements more demanding and, if those
requitements are met, increased the level of
potential reward to executive directors. Under

the revised rerms of the Plan, executive
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directors are granted a provisional annual
award which gives chem che right, in certain
circumstances, to an allocacion of shares afrer
chree years. The value of this provisional
award is based on che average share price
during the preceding calendar year.

Shares under cthe Plan are purchased in the
marker and che number of shares thac may
ultimately be allocaced to the director will
depend on the Company’s tocal recurn to
shareholders relative co ocher companies in
the FTSE-100 share index over the period of
three years from 1 January in che vear of
grant. In addicion, the Remuneration
Commirtee muset be satisfied with che

Company’s overall financial performance

during chis period. No shares will be allocated

to an executive director if che comparative
ranking against ocher companies in the FTSE-
100 index is 60zh or below. The maximum
possible allocacion is of shares valued at up to
80 per cent (or 100 per cenc in the case of the
group chief executive) of basic salary at the
time of the provisional award; this maximum
will only be allocated if che ranking is 20th
or above, Allocation of shares between che
60ch and 20th points will be on a straight-
line basis,

When the numiber of shaces to be allocaced

has been fixed at che end of the chree year

Prudential Corporation plc

period, executive directors will be able to
exercise cheir right to receive that allocation
at any time during the following seven years.
The Grse awards under the Resericted Share
Plan will be in April 1996, wich che
exception of the group chief executive whose
first award was wich effect from April 1995,
Thar award entitles him to an allocation of

shares, if the performance requirements are

fully met, up to a value of 70 per cent of salary

at the time of award in accordance wich che
eerms of the Plan which were applicable chen.
The Restricted Share Plan has replaced the
Executive Share Option Scheme which

expired in May 1995, The award to the group

chief execucive in 1995 under the Plan reflects

che face chat, although he joined the Company

before che cerminacion of the Executive Share
Optien Scheme, he did noc participate in it

The last grant of options under that Scheme

was made in April 1995, Questanding options

remnain in force and details are shown 1n the

table on page 34.

Pensions

Execucive directors are eligible o be members

of the Prudential Staff Pension Scheme on che
same basis as other members of the Scheme.
The Scheme is non-contributory and provides

members wich a maximum pension of up to

Annual Report and Financial Statements 49
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two-thirds of pensionable salary on retirement
at age 60, For executive directors, pensionable
salary for this purpose is basic salary plus

the initial cash award elemenc of the Share
Participation Plan. This laccer aspect is

under review.

The Scheme also provides a ‘death in service’
benefit of four cimes pensionable salary and
pensions for dependent relatives on death
whether in service or following retirement.
Scheme members who joined the Company
after May 1989 are subject to Inland Revenue
rescriceions on cheir entitlements to benefir,
Executive directors who are affected by these
rescrictions are paid addicional salary to
enable them to make personat arrangements
outside cthe Scheme. In che case of Hugh
Jenkins, who recired on 31 December 1995,
the Company funded an additional pension

outside the Scheme.

Benefits

Execunive direcrors are eligible to

receive certain taxable benefits, including
the provision of a company car and
family membership of a private medical

insurance scheme.

Service Contracts

The normal notice of termination which the

Company is required to give under executive
directors’ service concraces is now 12 monchs,
although for newly appointed directors

there may be an initial period of service of

up to two years before the 12-month notice
period applies,

Ia the case of execurive directors in office prior
to 1995 che notice peried has been reduced to
18 months, which the Commictee considers is
reasonable for executive directors who
previously had a notice petiod of chree years.
The Committee, when considering
terminacion of service contraces, will have
regard to the specific circumstances of each

case, including mitigation.

Policy on External Appointments

Execucive directors are able to accept external
appointments as non-executive directors of
other organisations, where appropriate. Any
fees payable in connection with such
appointments are waived in favour of the

Group, unless otherwise agreed.

Non-Executive Directors’ Remuneration
The fees of non-executive directors are
reviewed periodically by che full Board
after considering recommendations by the
executive directors, The responsibilities

placed on non-executive directors have

o m
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increased significantly in recent years and are
likely to continue to do so. To reflect these
facrors and to ateract individuals with che
necessaty experience and abilicy, the execurive
directors believe that the current level of fees
payable to non-executive ditectors, which has
remained unchanged since June 1992 at
£20,000 per annum, and £40,000 per annum
in the case of the depucy chairman, should be
increased, The Board has accordingly decided
to increase non-executive fees to £23,000 per
annurmn and £45,000 per annum for the
deputy chairman, with effect from 1 June
1996, Arrangemencs for che chairman’s
remuneration wete agreed by the Board at
the time of his appointment in May 1995
and remain unchanged.

Non-execucive directors do not have service
contracts and are not eligible for long-term
incentive schemes or pensions except that
directors appointed before 1 January 1988
remain members of the Prudenrial Staff

Pension Scheme.
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w M m m

Directors’ Emoluments Z
Pension
Slire contriburions E i
Salury: Participation Total ol {Nace i) )
Fees Plun Benchies 1995 ety 1993 [ = i
£000 Lo L00G 000 s £000) L = -
Execurive directors ot .
Keith Bedell-Pearce 208 62 24 294 277 22 22 = -
Jonathan Bloomer (appointed 1 January 1995) 275 82 26 383 - 153 } i
Pecer Davis (appoinced 1 April 1995) 300 %0 18 a08 " 86 - =
Hugh Jenkins (retired 31 December 1993) 270 81 26 377 373 243 267
John Muxwell (appointed 9 March 1994} 210 63 20 293 225 55 38 F 1
Mick Newmarch (resigned 23 January 1995) 43 13 3 59 707 4 56 - .
Jim Succliffe (appointed 9 March 1994) 260 90 18 368 219 29 17 -
Tony Freeman (recired 30 Scprember 1994) - - - - 217 - 168 E -
Brian Medhurst (recived 25 May 1994 - - - - 114 - 8 I
_ =
Total executive direceors 1,566 481 135 2,182 2,132 592 576 I
=
Non-executive directors I
Michael Abrahams 40 - 49 40 4 4 =
Sir Brian Corby (chairman, retired 31 May 1995} 37 - a4 103 - - l
Peter Davis {(appointed 1 June 1994, E f
executive direceor from 1 April 1993) 5 - - 5 12 - - : -
Miall FiezGerald (Mo (i) 20 - - 20 20 - - | -
Lord Gillmore tappointed 20 March 1993} 16 - - 16 - - - E 1 &
Sir Trevor Holdsworth 20 - - 20 20 2 2 |
Sir Martin Jacomb (appointed & March 1994, E b
chairman from 31 May [999) 105 - 5 110 16 - - | )
Andrew Teare 20 - ~ 20 20 - - E P
Mary Baker {recired 25 May 1994 - - - - 8 - - . .
Sir Alex Jarrace {retired 25 May 1994) - - - - 16 - - I i
oo
Total non-executive directors 263 - 9 272 255 6 G I .
E o
E
Overall toeal 1.829 481 144 2,454 2,387 598 582 I -
—
_— - L
Overall toral 1994 1,789 475 123 2,387 - 592 - — I !
o
Notes: . I -
(i) Pension coneriburions comprise payments by the Company into the Prudential Staff Pension Schemne, together wich the following E' 3
addicional amounes in respect of directors whose entitlemenes under che Scheme were restricted by Inland Revenue limies: I
— Salary supplements rotalling £27 3,000 before tax o enable directors to fund personal pension arrangements were paid to Jonachan E: a 3
Bloomer £149.000 (including £83,000 on joining the Company in conneccion wich past pension commicmentsh, Pecer Davis £86,000 and I
John Maxwell £38,000. In 1994 a supplement of £28,000 was paid to John Maxwell. E .
— An amount of £236.000 (£2640,000) was provided by che Company to fund addicional arrangements for Hugh Jenkins. -
(ii) Fees in respece of Niall FiezGerald are paid to his employer. . I a
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Directors’ Interests

The intereses of direcrors in office at the end of the year in the issued share capical of the Company, excluding shares awarded by the Company
under the Share Parcicipation Plan and the Resericeed Share Plan, were:

1 Jam E9FS e laeer dace of appoincment AL e 1995 T Jan 1999 or Luter Jare of appoincmenc 31 IDec 1905
Michael Abrahams 12,000 12,173 Sir Trevor Holdsworth 7,581 7,921
Keith Bedell-Pearce 22,557 24,929 Sir Marain Jacomb 16,000 16,000
Jonathan Bloomer 2,500 2,611 Hugh Jenkins 15,339 22,898
Peter Davis 2,500 15,000 John Maxwell 7,700 12,804
Niall FitzGerald 3,177 3,319 Jim Suecliffe 30,707 37,679
Lord Gillmore 2,500 2,536 Andrew Teare 2,500 2,500

Notes:

{ir All interests disclosed above are beneficial incerescs.

(ii} There have been che following increases in directors” interests berween 31 December 1995 and 31 March 1996:

Jonathan Bloomer 5,468 shares, Peeer Davis 6,233 shares, John Maxwell 1,684 shares and Jim Suecliffe 70 shares. [o addicion Derek Higps
acquited an interest in 23,913 shares berween the duce of his appointment and 31 March.

The incereses of direceors in otfice at the end of the year in shates awarded by the Company under the Share Participation Plan and the
Resericeed Share Plan were:

Awarded Released Retease
1 Jan 1993 in 1993 in 1995 31 Dee 19935 year
Share Pardicipation Plan:
Keith Bedell-Pearce 8,855 8,855 1998
18,368 18,368 1999
9,738 9,738 2000
27,223 9,738 36,961
Hugh Jenkins (Note (i)} 12,075 12,075 -
25,883 25,883 -
12,597 12,597 -
37,958 12,597 50,555
John Maxwell §,193 8,193 2000
Jim Succlitfe 6,783 6,783 1998
16,883 16,883 1998
10,768 10,768 2000
23,666 10,768 34,434
Resericted Share Plan:
Perer Davis (Norte (113} 9,226 90,226 2000

Notes;

(i) The interests of Hugh Jenkins were released on his retirement.

(ii} The interescs of Peter Davis are held in crust and represent the maximum award chat can be made if the performance requitements
referred to on page 49 are met, :




Sir Trevor Holdsworth

Chairman

Eemuneration Commictee

11 April 1996
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Directors’ Options =
Options held by direcrors on shares in the Company under che Prudencial Execucive Share Oprion Scheme and che Prudencial Savings- E {1
Relared Share Option Scheme were:
Crpeions to subseribe For shares of Sp each in the Company Exentise Macker price at Barliest Latesc E M
Granted Exercised price dare of exercise exercise exercise
1 Jan 1993 in 1993 11995 31Dec 1995 {pence) {pence) yeat year E n
Keich Bedell-Pearce 189,000 189,000 201 1995 2002
105,000 105,000 328 1996 2003 E_ n
5,769 5.769* 156 1997 1598 -
60,500 60,500 309 1997 2004 -
6,716 6,716 201 1998 1999 =
366,985 366,985
=
Jonarhan Bloomer 226,750 226,750 315 1998 2005 )
226,750 226,750 315 2000 2005 E | 7
7,677 7.677* 254 2002 2002
461,177 461,177 ] -
=
Hugh Jenkins 31,000 31,000 236 3405 [ -
120,500 120,500 201 3405 = oo
244,000 244,000 328 1996 2003 ]
395,500 151,500 244,000 = s
John Maxwell 129,250 129,250 309 1997 2004 E ! &
36,500 36,500 35 1598 2005 : -
129,25¢ 129,250 309 1959 2004 | -
7.831 7,831* 249 2001 2001 =
266,331 36,500 302,831 I
B i
Jim Succliffe 3,945 3,945 * 149 314 l
2,403 2,403 * 156 414 E . 1
25,000 25,000 199 1993 1997 -
137,000 137,000 20 1985 2002 ) I .
3,73 3,731+ 20 1996 1997 E LY
22,500 22,500 327 1996 2003 I
61,000 61,000 328 1936 2003 - -
77,000 77,000 309 1997 2004 )
26,500 26,500 315 1998 2005 I
2,771 27N> 249 199% 1999 E = x
335,350 26,500 6,348 355,502 I
*Prudential Savings-Related Share Qpcion Scheme E L
No options lapsed during che year. The market price of the shares ar 31 Decernber 1995 was 415 pence and che range during 1995 was from I -
290 pence to 449 pence. E i 1
& ai
s
Oa behalf of che Board of diteccors £ i .
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DIRECTORS' REPORT A—||

Year ended 31 December 1995

Principal Activity and Business Review
Prudential Corporation plc is the Group
holding company and che principal activiey of
its subsidiary undertakings is insurance and
reinsurance business in the United Kingdom
and overseas. Particulars of principal
subsidiary undertakings are given on page 82.
The Group’s business is reviewed in the
Chairman’s Statement on pages 6 and 7 and
the Group Chief Executive’s Review on

pages 8 to 31.

Financial Statements and Supplementary
Information

The consclidated balance sheet on pages 62
and 63 shows the state of affairs of the Group
at 31 December 1995. The Company’s
balance sheet appears on page 64 and the
consolidated profic and loss account on pages
58 to G0. There is a five year review of che
Group on pages 85 to 87. Supplementary
informaction prepared on the accruals basis
of financial reporting is provided on pages 88
to 97,

Dividends

The directors have declared a final dividend
for 1995 of 10.4 pence per share payable on
29 May 1996 to shareholders on the register
at che close of business on 2 April 1996, The
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dividend for the year, including the interim
dividend of 5.3 peace per share paid in 1995,
amounts to 15.7 pence per share compared
with 14.4 pence per share for 1994. The cotal
cost of dividends for 1995 was £300 million
and £458 million was transterred to reserves.
With regard to the scrip dividend alternative
to cash for che interim dividend in November
1995, and the letter dated 27 November 1995
from the chairman to shareholders, the market
value of each new extra share on the first day of
dealing (30 November 1993) was 428 pence

per share.

Directors

The present directors are shown on pages 38
and 39. Jonathan Bloomer and Lord Gillmore
were appointed directors on 1 January and

20 March 1995 respectively. Mick Newmarch
resigned on 23 January 1995 and Sir Brian
Corby and Hugh Jenkins retired from the
Board on 31 May and 31 December 1993
respectively. Derek Higgs was appoineed

a director on 19 February 1996 and in
accordance with the Articles of Association
retires and offers himself for elecrion at the
Annual General Meeting, Michael Abrakams
and Niall Ficz(Gerald retire by rocation at the
Annua) General Meeting and offer themselves

for re-election. Sir Trevor Holdsworth also
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retires by rotation but does not offer himself
for re-election. Michael Abrzhams and Niall
FirzGerald do not have service contraces, The
service concract of Derek Higgs is terminable
any time atter 18 February 1998 on noc less
than 12 monchs’ prior wricten notice given
by che employer.

A statement of directors’ interests in the
share capital of che Company is sec ouc on

pages 53 and 54.

Directors’ and Officers’ Liability Insurance
During the year the Company maintained

insurance cover for che directors and othcers
of the Group as permitted by section 310 of

the Companies Acc 1983,

Employees

The following informacion is given in respect
of employees of the Group in che United
Kingdom. The policy rowards employees
overseas is the same but the praceical
application of the policy varies according

to local requirements.

Egual Opportunity

Group policy is o recruie, develop and
employ staff on che basis of the suirabilicy of
their qualifications and experience to the work
to be performed, regardless of sex, marical

status, creed, race, nationality or disability.

Full consideracion is given to concinuing the
employment of staff who become disabled and
to providing training and career development
opportunities to disabled emplovees. A
further review was completed in 1995 to
ensure the effectiveness of equal opportunicy
policies and practices. Emphasis continues to
be placed on monitering and enhancing che
awareness of equal opportunities issues.
Ewmployee Luvolvement

Arrangements continued in 1995 to
communicate with empleyees on issues which
concern them and further to develop channels
through which employees’ views can be
sought. These included a regular survey to
monitor empleyee opinion in the Prudential
UK division, which now concains the
majority of UK based staff. Employees were
again invited to participace in the Prudential
Savings-Related Share Option Scheme. The
board of the corporace truseee of the
Prudential Staff Pension Scheme includes

directors elected by members of che Scheme.

Charitable Donations
Charitable donations made by the Group in

1995 rotalled £1.7 million.

Auditors

A resolution proposing the re-appointment of
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Price Waterhouse as auditors of the Company

will be put to the Annual General Meeting.

Shareholders

The number of registered shareholder
accounts at 31 December 1995 was 76,245
(87,525). Ac 31 March 1996 no notification
of a shareholding of three per cent or more of
che share capital of the Company had been

received by the Company.

An analysis of shareholdings in the Company

at 31 December 1995 is given below:

1995 % [N
Banlks and other
nominee COmpanies 70 68
Insurance companies 1 9
Pension tunds 5 7
Investment cruses and
unit truses 1 1
Other corpotations 3 4
Individuals (held direccly) 10 n
10} 100

CREST

The directors propose to make the Com pan-y's
shares eligible for CREST, which is the new
computerised system for seteling sales and
purchases co be introduced in the London
Stock Exchange in July 1996.

Shareholders will be asked at the Annual
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General Meeting on 29 May 1996 to approve
various amendments to the Company’s
Articles of Assaciation to enable trading in
the Company's shares to take place through
CREST wichout the use of share certificates.
Shareholders who wish to retain share
certificates can scill do so wichout losing

any existing rights and they should notice

no significant difference from the way they

currently buy and sell shares.

Close Company Provisions
The close company ptovisions of the Income
and Corporation Taxes Act 1988 do not apply

to the Cempany.

On behalf of the Board of directors

Perer Rawson
Company Secretary

11 April 1996
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I CONSOLIDATED PROFIT AND LOSS ACCOUNT
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E ] S
Year ended 31 December 1995
o
‘ Rianired
o Nete Long-term Business Technical Account 1995€m 1904 wm
— 1 i 2 Gross premiums written 7,687 8,340
= I QOutward reinsurance premiums (204) {3201
E ) g Earned premiums, net of reinsurance 7483 8,020
E ! 'B 1 lnvestment income 5331 4,178
I Unrealised gains on investments 4,684 -
E: 3
l Claims paid
E. . a Gross amount {5,605) (3,701
i I Reinsurers’ share 177 51
E., 1 E Net of reinsurance {5,428) {5,650}
| Change in the provision for claims
E. ' E Gross amounc 4) {14}
| Reinsurers’ share 5 -
E ) ,E Net of reinsurance 1 {14)
| Claims incucred, net of reinsurance {(5.427) {5,664}
o
I Change in long-term business provision
E;._, E Gross amouat {4,218 {2,826)
l Reinsuters’ share 12 108
E B Net of reinsurance {4,206} i2718)
I Change in provisions for linked liabilities, net of reinsurance (768) {2)
E’ - Change in other technical provisions, net of reinsurance {4,974} {2.720)
I —
F w5 Bonuses and rebares, net of reinsurance {1,024} {1.120)
- —
g E 6 Net operating expenses {1,115} {1.163)
l 7 lovestment expenses and charges {206} {153)
I Unrealised losses on investments - {4,405}
Ei ¢ Taxatttibutable to the long-term business (506) {111}
Ttansfers (ro) from che fund for furwre appropriations (3,693) 3,451
Batance on the long-term business technical account 553 313
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CONSOLIDATED PROFIT AND LOSS ACCOUNT

MNete

Year ended 31 December 1995

Restated

Non-Technical Account 1995 £m 1994 £m
Baiance on the general business rechnical account 212 q
Balance on the long-term business technical account 553 313
Tax credic areribucable to balance on che long-term business technical account 253 110
Balance on the long-term business technical account before tax 806 423
Profit on continuing insurance activities 1,018 427
Investment income 190 134
Unrealised gains on investrents 135 -
Investment expenses and charges (73) (89)
Unrealised losses on investments - {154)
Allocared investment retuen rransferred to the general business techaical account (247 an
Ocher income:

Investment management result 32 23

Proft on disposal of Canadian individual life operations 31 -
Orcher charges:

Corporate expenditure (22 (23)

Bank start-up coscs (20) -
Profit on other activities 26 (69}
Profit on ordinary activities before tax 1,044 358
Tax on profit on ordinary activities {286) {136}
Profit for the financial year 758 222
Dividends (300 (274)
Rertained profic {loss) for the financial year 458 {52}
Reconciliation of Operating Profit to Profic on Ordinary Acrivities
Operating profit before tax {including averaged invesement gains) 804 693
Adjusement from averaged investment gains to actual invesement gains 209 (335)
Profic on disposal of Canadian individual life opesations 3 -
Profit on ordinary activities before cax 1,044 358
Earnings per share
Based on operating profic after tax of £346m (£498m) and 1,905m (1,896m) shares 28.7p 26.3p
Adjustment from post-cax averaged investment gains to post-tax actual investment gains 11.1p (14.6p)
Based on profit for the financial year of £758m (£222m)and 1,905m {1,896m} shares 39.8p 1M1.7p
Dividend per share 15.7p 14.4p
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STATEMENT OF TOTAL RECOGNISED GAINS AND LGSSES

=
g
"

Year ended 31 December 1995

Restunce
1995 £Em 1991 ¢m
Profic for the inancial year 758 222
Exchange movements 16 N
Toral recognised gains 778 201‘ '
Prior year adjustments on implementation of the EU nsurance Accounts Directive 530 508 | .'
Total recognised gains since last annual report 1,304 709 :

RECONCILIATION OF MOVEMENT IN SHAREHOLDERS' CAPITAL AND RESERVES

Year ended 31 December 1995

Restared
1995 £m 14 em
Total recognised gains 774 201
Goodwill (charged on acquisitions) reversed on disposal (n 20
New share capital subscribed 27 20
Dividends {300) (274)
Net movement in shareholders’ capital and ceserves 484 {33)
Shareholders’ capical and reserves ac beginning of year
- as originally reporced 733 788
— prior year adjusrments on implementation of the EU Insurance Accounts Directive 530 508
- a5 restared 1,263 1.296
Sharcholders’ capital and reserves at end of year 1,747 1,263
NOTE OF HISTORICAL COST PROFITS AND LOSSES
Year ended 31 December 1995
Restared
1993 £m 1991 £m
Reporred profic on ordinary activities before rax 1.044 358
Unrealised investment (appreciation) depreciation {254) 251
Histerical cost profic on ordinary activities before cax 790 609
Retained historical cost profit for the year after rax and dividends 239 171
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CONSOLIDATED BALANCE SHEET = | T
.
3t December 1995 |
I N
Resraecd E I o~
Note Assets 1995 &£m 1994 Um -
o
Investments I -
12 Land and buildings 4,598 4,368 E ™
12 Orther financial investments 58,367 50,831 _ I
Deposits wicth ceding undercakings 105 100 E (I
63,570 §5.299 E l
)N
14 Assets held to cover linked liabilities 6,112 5,372 I
.
Reinsurers’ share of rechnical provisions [ "
Provision for unearned premiums 13 13 E -
Long-term business provision 479 465 =
Claims outstanding 295 351 [ -
1
787 829 E l -
| -
Debrors E "
Debtors arising out of direct insurance operations I -
Policyholders 197 208 E ..
Intermediaries 1% 16 |
Debtors arising out of reinsurance operations 393 363 E ! B
Qther debrors B I -
Tax recoverable 222 325 E -
Other 444 350 i =
1,262 —
1,272 . E] X
Orther assets I -~
15 Tangible assets 103 99 E ! -
Cash ac bank and in hand 364 260 . | -
467 = B 'i =
-
Prepayments and accrued income E y =
Accrued interesc and rent 643 554 —_— ] _
16 Deferred acquisition costs 2,030 1,900 e
Orcher prepayments and accrued income 17 19 |
2,690 24713 i .
& 13
Total assets 74,898 65,594 E | -
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CONSOLIDATED BALANCE SHEET

g

21

2

23

23
24

31 December 1995
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I{L'h[ i!f(.'\{
Liabilities 19958m W9+ im
Capital and reserves
Share capiral 96 95
Share premicm 114 il
Profit and loss accounc 1,537 1067
Shareholders” funds 1,747 1,263
Fund for future appropriations 11,918 8,083
Technical provisions
Provision for unearned premiums 267 270
Long-cetm business provision 50,276 46,354
Claims outstanding 1,917 1,962
52,450 48,586
Technical provisions for linked liabilities 6,112 5,372
Provisions for other risks and charges 325 206
Creditors
Creditors arising out of direct insurance gperacions 210 217
Creditors arising out of reinsurance operations 185 120
Debenture loans 751 563
Amounts owed to credic institutions 5 35
Other creditors including taxation and social securicy 1,129 1,099
2,280 2,034
Accruals and deferred income 56 50
Toral liabilicies 74,898 65,504
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BALANCE SHEET OF THE COMPANY

Note

25
25

i 23

21

17

26

31 December 1995

1995 £m 1994 £m
Fixed assets
Investments
Shares in subsidiary undertakings 272 272
Loans to subsidiary undertakings 726 688
998 60
Current assets
Debrors
Amounts owed by subsidiary undertakings 305 288
Tax recoverable 38 25
Orcher debeors - 4
Cash at bank and in hand Ly -
384 317
Less liabilities: amounts falling due within one year
Debencure loans {161) -
Amoungs owed to subsidiary undertakings {48) {154)
Final dividend (200} {181)
Orcher credicors (¥, (3
{416) (338}
Ner current liabilities 32) 21
Total assets less current liabilities 966 939
Less liabilities: amounts falling due after more than one year
Amounrs owed 1o subsidiary undertakings (449} {450)
Less provisions for liabilities and charges
Deferred cax 32 24
485 465
Capirtal and reserves
Share capital 96 95
Share premium 114 101
Retained profic 275 269
Shareholders’ funds 485 465

The financial statements cn pages 58 to 83 and the supplementary information on pages 88 to 97 were approved by che Board of directors on

11 April 1996,

Sir Martin Jacomb, Chairman

Peter Davis, Group Chief Executive

Jonachan Bloomer, Group Finance Director
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CONSOLIDATED CASH FLOW STATEMENT
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Restated
1995 £m 1994 ¥m
Qperations
Net cash inflow from operations 437 288
Servicing of finance
Interest paid (68) {59)
Dividends paid {231) {258)
Net cash outflow from servicing of finance {349) 317)
Tax
Tax paid 37 (29)
Investments (excluding shore-term deposits)
Purchases:
Ordinary shares (86) (184
Fixed income securities (1,264) {1,389)
Land and buildings (50) -
(1.400) (1.573)
Sales:
Ordinary shares 2156 73
Fixed income securities 1,244 1,414
1,460 1,487
Ner sales (purchases) of invesements (excluding short-rerm deposits} 60 {a6)
Net inflow from sale of subsidiaries 89 42
Net cash inffow {oucflow) from investing acrivities 149 (44}
Net cash inflow (outflow) before financing 200 {102)
Financing
Issue of debenture loan 161 -
Repayment of botrowings (1% -
Issues of ordinary shate capital 27 20
Net cash inflow from financing 174 20
Net inflow {outflow) in cash and cash equivalents 374 {82)
Changes in cash and cash equivalents
Net inflow (outAow) (as above) 374 {82)
Exchange translation 13 20
Increase (decrease) for year 387 (62)
Balance a¢ beginning of year (51 n
Balance at end of year 336 (51)
Comptising:
Short-term deposies 179 76
Cash at bank and in hand 157 81
Short-term debt - (208)
336 (51}

In accordance with FRS 1, this statement shows only the cash flows of general business and shareholders’ funds. Cash flows for 1994 have
been restated to exclude the flows on solvency capical supporting long-cerm business operations.

e,
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ACCOUNTING POLICIES

(A) Changes in accounting policies and
presentation

With effect from 1995 the financial
statements must comply wich Schedule 9A

to the Companies Act 1985, as amended

by the Companies Act 1985 (Insutance
Companies Accounts) Regulations 1993,
which implement the requirements of the EU
Insurance Accounes Directive in che UK. The
Group's financial statements also comply with
the guidance on the new requirements issued
by the Association of Bricish Insurers (ABI).
The main changes arising from these
requirements are as follows:

(i) Certain long-term business reserves held
in respect of shareholder financed non-
patticipacing business which were previously
accounted for as liabilities, principally
invescmenc reserves, surplus cartied in the
long-term business fund and contingency and
similar reserves, must now be included in
shareholders’ funds. Reserves in respect of
participating business cthat have not been
allocated between policyholders and
shareholders must now be included in the
fund for future appropriations. The main
effeces of these changes are that some reserves
held previously in the long-term business
fund of Mercantile & General Reinsurance are

now included in shareholders” funds, and

reserves of the main UK with-profits fund of
Prudential Assurance Company are now
included in the fund for future
apptopriations.

(i) Those acquisicion costs of long-term
insurance business which are not matched by
policy charges are now deferred and wricten
oft against future revenues. Previously, parc
of chese costs was deferted in the acruarial
valuation but the balance was charged to
revenue in the year of sale. The deferral of
acquisition costs advances earnings and
increases shareholders’ funds of shareholder
financed businesses, principally Jackson
National Life and Mercantile & General
Reinsurance. Earnings and shareholders’
funds of with-proftcs business are not affected.
(iif) The new requirements are broadly
consistent with generally accepted accounting
practices (GAAP) in the Group's main
overseas territories. Accordingly, the results
of overseas operations are now consolidated
on the basis of their local GAAP resules rather
than, as previously, their local regulacory or
statutory results.

(iv) ‘The realised and vunrealised investment
gains of the Group’s general insurance and
shareholders’ funds have been reflecred
previously in the profit and loss account on

a five year averaged basis and the gains of
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the Group's shateholder financed long-term
businesses included in the long-term business
reserves.

The directors consider that the inclusion

of averaged investment gains in the profit

and loss account better refleces the underlying
progress of the business. However, it is
unclear whecher this basis can be
accommodated within the requirements

of the Directive.

Consequently, realised and unrealised
investment gains arising in the year are now
included in the technical and non-technical
accounrts on an unsmoothed basis, with the
exception of investments carried at amortised
cost where unrealised gains are not recognised
in the profit for the year. The segmental
analysis in note 2 on the financial scacemencs
also shows the operating results inclusive of
five year averaged gains.

(v) General reinsurance business is now
accounted for on an annual racher than a
tunded basis. Where long-tail liabilicies are
discounted to take account of the extended
settlement period, the investment recurn
earned over the period to settlemenc is no
longer credited to the underwriting result.
The equivalent amount is now included

in the investrmenc recurn allocated to the

general reinsurance business operating and
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technical result.

(vi) Post-tax profits in respect of the main
UK with-profits fund were grossed up
previously at an effective race of tax. The
profits are now grossed up at the full rate

of corporation tax.

(vii) The profic and loss account now
comprises the general business and long-term
business technical accouats (similar to the
previous revenue accounis) and the non-
technical account.

‘Two furcher changes have been made which
are not related to the implementcation of the
Directive. First, in accordance with evolving
UK and international practice and to reflect
more fairly underlying revenue Aows, foreign
currency income and expenditute are now
cranslated at average exchange races for the
year racher than ac year end exchange rates.
Foreign currency assets and liabilities
continue to be rranslaced at year end rates.
Second, investment return on solvency capirtal
SUpPOLTINg INSUrance activities is now
crediced to the cechnical accounts and to
business area operating resules racher than
being included within the non-technical
account.

The results of prior years have been restaced
to reflect the above changes in accounting

policies and presentation. In accordance with
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UITF 14, che effects of the new policies on
the 1995 financial statements are explained
in note 1.

The Group’s main accounting policies,
incorporating the changes set out above, are

as follows:

{B) Disclosure requirements

The consolidated financial starements are
prepared in accordance with the provisions

of Section 255 A of and Schedule 9A to the
Companies Act 1983 which cover the
disclosures applicable to insurance companies
and groups. The financial statements comply
with applicable accounting standards and
with guidance issued by the ABI. The balance
sheet of the Company is prepared under the
provisions of Schedule 4 to the Companies
Act 1985, which apply to companies
generally. The Company has taken advantage
of the exemprion under Section 230 of the
Companies Act 1985 from presenting its own

profit and loss account.

(C) Basis of consolidation

The financial scaterents of the Group
incorporare the assets, liabilities and resules of
the Company and its subsidiary underrakings.
The results of subsidiaries acquired or

disposed of are included in the financial

statements from the date of acquisition or

up to the effective date of disposal.

(D) Long-term business

‘The results for UK businesses are prepared in
accordance with the modified statutory basis
of accounting as set our in the ABI guidance
on the new reporring requirements. The main
features of chis method are as follows:

(1) Premiums and annuiry considerations

are accounted for when due. For unit-linked
business, premiums are accounted for when
the liabilities arising from the premiums

are created.

(i) Maturity claims are accounted for on the
policy marurity dare, Annuities are accounted
for when the annuity becomes due for
payment. Surrenders are accounted for when
paid and death claims when notified.

(iii) The costs of acquiring new insurance
concracts are spread forward over the term

of the coneract to the excenc that the amounts
are recoverable out of future revenues.

(iv) Investment return, including that on
assets macching solvency capital, is credited
to the long-term business technical account.
Investment return comprises investment
income, including the amortisation of
differences berween cose and maturiry value

of those fixed income securities carried at
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amortised cost, together with realised and
(except for fixed income securities subject to
amortisation) unrealised investment gains.
Business area operating results shown wichin
the segmental analysis in note 2 on the
financial statements incorporate investmenc
gains averaged over five years, other than for
with-profies and unit-linked business, or
where the gain is offset by a corresponding
change in the long-term business

provision,

(v) Profits in respect of UK companies
comprise actuarial surpluses allocated to
shareholders adjusted, where appropriace,
for the deferral of acquisition costs and
movements in the shareholders’ interest 1n
reserves held wichin long-term funds. Fot
with-profits and reinsurance business, the
amount of surplus released to profits is
determined by the directors of the companies
concerned in accordance with the relevant
Articles of Association. Any unappropriaced
surplus is carried forward in the fund for
future appropriations. No allocation to
shareholders is made in respect of reserves
held within with-profits funds. Post-tax
profits in respect of the main UK with-profits
fund have been grossed up at the full rare of
corporation tax.

(vi} Resules of overseas subsidiaries ate
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initially determined using local GAAP bases
of accounting with subsequent adjusements
where necessary to comply with the Group’s
accounting policies. In the case of Jackson
National Life, US GAAP results are adjusted
to comply wich UK SSAP 15 (deferred rax)
and ro show fixed income securities ac

amortised cost in the balance sheet.

{E} General insurance

General insurance business, including
inwards reinsatrance, is accounted for on

an annual accouncing basis.

(i} Premiums are accounted for when risks
are assumed. In determining the resulc, the
proportion of premiums written relating to
periods of risk beyond the year end is carried
forward to subsequent accouncing periods as
unearned premiums, calculated mainly ona
daily basis, so that earned premiums relate to
risks carried during the accounting peried. A
similar treatment is applied to acquisiticn
eXpenses.

(ii} Claims incurred comprise the settlement
and handling costs of paid and ourstanding
claims arising from events occurring in the
year and adjustments to prior years’ claims
provisions. Qucstanding claims comprise
claims incurred up to but not paid at the

end of the accounting period whether
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reported or not.

(111) An unexpired risks provision is
established for any excess of expected claims
and deferred acquisition costs over unearned
premiums and investmene return. The
assessment of expected claims has regard

to claims experience up to the end of the
accounting period. No specific provision

is made for major evencs occurring afrer

this date.

(iv) Certain [ong-tail liabilities in respect
of inwards reinsurance business with mean
terms of settlement of over four years are
discounted co take account of the excended
seetlement period.

{v) Investment income and realised and
untealised investment gains are allocated to
the general business technical account from
the non-technical account based on the level
of general business provisions and solvency
capital. Business area operating results shown
within che segmental analysis in note 2 to the
financial statements incorporate these gaing

averaged over five years,

(F) Investments

(i} Investment income and realised and
unrealised gains in respect of long-term
business are included in the long-term

business technical account, The balance of

investment return is included in the non-
technical account, and an allocation is made
to the general business technical account.
Realised gains on investments are calculated
as the difference between sale proceeds and
cost or amortised value,

(i1 With che exceprion of fixed income
securities of certain North American
long-term business operations and shares

in subsidiary undertakings of the Company,
investmencs are shown ac markec value.
Properties are valued annually by the Group's
qualified surveyors or by professional excernal
valuers, at markee value. No depreciation is
provided on chese properties as the directors
consider that as these properties are held for
investment, to depreciate them would aot
give a true and fair view.

Consistent with the valuation of liabilities,
fixed income securities of certain North
American long-term business operations are
carried at amortised cost, subject to provisions
for permanent diminutions in value. Shares in
subsidiary undertakings in the balance sheet
of the Company are shown at the lower of cost

or estimated realisable value.

{G) Tax
Tax is charged on all taxable profits arising

in the accounting period. Provision under
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A |
L | the liabilicy mechod is made for deferred at their fair market value. Commicments
- ! ) tax arising from riming ditferences other under these leases are included within
]
| than those considered likely to continue amounts owed to credit institucions.
e i E | into the foreseeable furure. Under chis policy, .
= | deferred rax is not provided on earnings {L} Pension costs
I retained overseas. Charges in respect of employers’ contributions
E |
- l 4 to defined benefic schemes are calculated on a
e L ) (H) Foreign currencies basis which spreads the costs over the service
- l a2 Foreign currency revenue transactions are lives of scheme members. Contributions in
E ot
l translated at average exchange rates for the respect of defined contribution schemes are
L)
= i - 4 year. Foreign currency assets and liabilities recognised when incurted.
. are translated at year end exchange races.
l Exchange differences on long-term business
m o1 B . . . .
= ] and on net investments in foreign enterprises
=~ -l less matching borrowings are taken co
- 1 =2 reserves. Other exchange differences are
]
L - .
‘ included in che profic and loss account.
= ! -
= {I) Goodwill
L
l Goodwill is written oft against reserves in
Bt -
= I = the year of acquisicion.
v
-, l a {J) Tangible assets
T
= I ' Computer equipment, fixenres, furniture
b ; and other tangible assets are capitalised and
~ ! F depreciated by equal annual instalments over
| their estimated useful lives.
— 1
R
~ 3 {K) Leased assets
— Assets held under finance leases are capitalised ]
- | i
S | !
! i
— |
-
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l NOTES ON THE FINANCIAL STATEMENTS J

1 Accounting Policies and Presentation

The results have been prepared in accordance with the Companies Ace 1985 (Insurance Companies Accounts) Regulations 1993 which
implement the requirements of the EU Insurance Accounts Directive in the UK and wich the associared guidance issued by the Associacion

of Bricish Insucers (ABI). Prior year comparatives have been restared on the new basis.

The main changes in the Group’s accounting policies resulting from the new regulations and ABI guidance are set out on pages 66 to 68.

The principal effects of adopting the new accounting policies are as follows:

1995 £m 1994 £m

Profit before rax

Operating profic — previous basis 661 603
Impact of accouncing policy changes on operating profic:
UK with-profic transfer grossed up at standard rax race 18 14
Jackson Narional Life change to US GAAP {including averaged realised invesrment gains) 61 16
Mercantile & General Reinsurance long-rerm business invescment recurn and movement on reserves 57 43
Orther changes, including deferral of UK acquisicion costs i 7 17
Operating profit — new basis 804 693
Adjustment from averaged to actual investment gains 209 (335)
Profit on disposal of Canadian individual Life operations ET) _
Profic before tax — new basis 1,044 358
Shareholders’ capical and reserves
Capital and reserves at end of year — previous basis 1,092 733
Reserves held in long-term funds:
Mercantile & General Reinsurance 534 487
Ocher A 43
Capital and reserves at end of year — new basis 1,747 1,263
2 Segmental Analysis
Qpetating profit
Gross premiums (including averaged
written Underwriting resulc Invescment return invescment gains)
General Business 1995 £m 1994 £m 1995 £m 1994 fm 1995 £m 1994 £m 1995 £m 1994 £m
Continuing operations
Prudential UK personal lines
Home 261 265 28 67 30 16 58 83
Moror 54 68 {6) 2 12 7 6 9
Total Prudential UK 315 332 22 89 42 23 [ a2
Merccantile & General Reinsurance
United Kingdom 169 1860 (36} {28 62 35 26 7
Norch America 82 &0 {2) 1 24 27 2 28
Orther countries a1 37 1 1 14 12 15 13
Total Mercantile & General Reinsurance 292 257 (37 {26) 100 74 63 48
Total continuing operations 607 590 (15) 43 142 a7 127 140
Discontinued operations - - (20) 1 0 (1 - -
Group total 607 590 (35) a4 162 95 127 140
Profit (loss}
(including actual
investment gains)
Analysis of General Business Resule per Technical Account 1995 £m 1994 £m
Prudenrial UK 105 59
Mercantile & General Reinsurance 107 {55)
Result per technical account 212 4
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Operating profic (loss)
New business Gross premioms ({including averaged
Long-term Business including Annual premiums Single premiums written investment gains)
Investment Products 1995 £m 1994 £m 1995 £m 1994 ¥m 1995 £m 1994 ¥m 1995 £m 1904 £m
Prudential UK
Non-linked:
Pensions 101 108 300 421 914 1,022 105 93
Life and annuity Fal 30 1.4%4 1,292 1,910 1,888 168 175
Linked life and pensions 3 7 46 134 96 186 1 {1
Invescment products 36 9% 61 168 175 248 2 {1
Total individual business N N 1,861 2,015 3,095 3,344 282 266
Corporate pensions 69 il 227 366 N 853 24 23
Total Prudential UK 280 362 2.088 2,381 3,986 4,197 306 289
Jackson Narional Life 34 46 1422 1,373 1,895 1,880 241 154
Prudential Asia
Long-term business 87 69 63 65 323 257 16 1}
Developmenc expenses - - - - - - {5) (2}
Total Prudential Asia 87 69 63 65 323 257 1 9
Other international operations
Australia and New Zealand 43 53 339 740 546 242 16 15
Holland and Lraly 14 12 70 49 169 116 3 2
Canada and Ireland - 21 ~ 103 - 246 - 5
Total other internacional operations 57 86 409 892 715 1,304 19 22
Mercantile & General Reinsurance
Unired Kingdom 32 34 73 161 265 353 77 69
Norch America 37 28 498 507 645 636 26 N
Orher countries 9 9 32 27 83 72 30 26
Total Mercantile & General Reinsurance 78 71 604 695 993 1,061 133 126
Group total 536 634 4,586 5,406 7,912 8,699 710 00
Total insurance 500 538 4,475 5,128 1,687 8,340 712 601
Total investment products 36 96 m 278 225 359 2) (n
Group toral 535 634 4,536 5,406 7,912 3,699 710 500
Profic (loss)

(including actual
investment gains)

Analysis of Long-term Business Resulc per Technical Account 1995 £m 1994 £m
Prudential UK 306 239
Jackson National Life 252 128
Prudential Asia 13 q
Ocher international operations 21 7
Mexrcancile & General Reinsurance 213 {10}
Result before tax 806 423
Less tax (253) {(110)
Result per technical account 553 313

The geographical analyses of long-term business and general business preminms are based on the cerricory of the operating unit assuming the
risk. Premiums by cerricory of risk are not marerially different apare from the general business of Mercantile & General Reinsurance which
comprises United Kingdom £74m (£7 3m), Concinental Europe £40m (£39m), North America £81 m (£56m) and other countries £97m

(£89m).
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NOTES ON THE FINANCIAL STATEMENTS

2 Segmental Analysis (continued)

Operating profit (loss)
(including averaged
invescment gains)

Other Activities 1995 £m 1994 £m

Investment rerurn including averaged investmenc gains a5 12

Investment management result 32 23

Corporate expenditure 22) (23)
Interest payable (568) {59)
Bank stact-up costs (20) -

Group total 33) (€ )]
Reconciliation to non-technical account

Operating loss including averaged investment gains (as above) {33) (a7
Adjustment from averaged o accual investment gaing 28 {22)
Profic on disposal of Canadian individual life operations 31 -

Profit (loss} included in non-technical account 26 {69}
Summary of Operating Profic by Acrivity 1995 £m 1994 £m

Long-rerm business 710 600

General business 127 140

Ocher activities (33) {47
Group total before rax 804 693

Less cax {258) {195)
Group toxal after tax 546 498

Nert Assets

A segmental analysis of the fund for future appropriations and the technical provisions net of reinsurance is set out below which, although

liabilities, provide a more useful indication than net assets of the assets supporting the business.

1995 £m 1994 £m
Prudenaal UK 46,101 38,658
Jackson Nacional Life 15,042 13,556
Prudential Asia 1,244 861
Orcher international operarions 4.0 5.202
Mercantile & General Reinsurance:
United Kingdom 2,129 1,983
North America 786 690
Ocher councries 29 262
Group otal 69,703 61,212
Analysis of Shareholders’ Capical and Resecves 1995 fm 1994 fm
Prudential UK 176 172
Jackson Nacional Life 866 704
Prudential Asia pal 18
Other international operations 110 114
Mercantile & General Reinsurance:
United Kingdom 351 22
Norch America 357 263
Otber countries 186 158
Prudential Portfolio Managers 42 21
Retained cencrally 334 318
2,443 2,040
Less bortowings net of holding company cash on deposic (696} (777
Group total 1,747 1,263

In the analysis of shareholders’ capital and teserves, no interest is recognised in respect of the unaceribured assecs held within the main UK

with-profics fund.
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3 Jackson National Life Results

The results of Jackson National Life are consolidated into the Group accounts based on US Generally Accepted Accounting Pracrices (US
GAAP). However, a number of adjustments are made to the US GAAP results to comply wich the Group's accounting policies. The main
adjustments are:

(i) For Group reporting purposes, all fixed income securities are carried at amortised cost subject to provisions for permanent diminurions in
value. Under US GAAP, fixed income securities classified as ‘available for sale’ are carried at market value with movements in unrealised
gains and losses, including related changes in deferred acquisicion costs and applicable tax, recognised as movemencs in shareholders’
feserves.

(ii For the purposes of determining Group operaring profit, realised investment gains and losses are recognised on a five year averaged basis.
Under US GAAP, these items are not included in operating income but ate included in rotal profic before tax.

(iiiy Under US GAAP, deferred cax provisions are generally established in respect of all timing differences whereas, under UK $SAP 15,
provision is made only for ciming differences which are expected to reverse in the foreseeable future.

Reconciliations berween the US GAAP and Group reporting bases ate shown below.

1995 1994 1995 1994
Profit Before Tax US $m US $m £m £m
US GAAP operating income 312 215 198 140
Averaged investrnent gains 68 2 43 14
Operating profit per Group accounts 380 236 20 154
Adjustment from averaged to acceal investment gains 17 (40) 1 {26}
Profit before tax per Group accounts and per US GAAP 397 196 252 128
Shareholders’ Funds
US GAAP shareholders’ funds 1,893 913 1,219 584
Investmens value and related adjuscmencs {363) 360 {233) 230
Deferred tax asset eliminared (255) (257 (164} {164}
Other adjustments 68 85 a4 54
Sharcholders’ funds per Group accounts 1,343 1,101 866 704
Long-term business  Non-technical account
4 Investment Income 1995 £m 1994 £m 1995 £m 1994 £m
Income from
Land and buildings 434 379 6 1
Listed investmencs 3,085 2,555 99 118
Unlisted investments 265 296 27 2
Orther investments 309 284 15 12
4,093 3.514 147 134
Gains on the realisation of investments 1,238 664 43 -
Total 5.331 4178 190 134

5 Bonuses and Rebates, net of Reinsurance

Bonuses and rebates represent bonus additions made o policies following the annual valuation. Bonuses added during the year, befote the
valuation, are included either in the change in the long-term business provision or, where the policy is no longer in force, in claims incurred.
Bonuses added during the year amounred to £824m (£683m).

Long-term business General business
6 Net Operating Expenses 1995 £m 1994 £m 1995 £m 1994 £m
Acquisition costs 576 580 44 46
Change in deferred acquisicion costs (120} (90 @ 20
Administrative expenses 491 522 73 74
Reinsurance cormmissions and profic participation 168 151 57 55
Total 1,115 1,163 172 195
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Long-term business

Non-technical account

7 Investment Expenses and Charges 1995 £m 1994 £m 1995 £m 1994 £m
Interest

On borrowings repayable within 5 years 11 8 34 28

On other borcowings - - 34 31

Total 1t 8 83 59
Investrnent management expenses 195 145 5 3
Losses on the realisation of investments - - - 27
Total 206 153 73 89
8 Tax

Accribucable o Accributable to

Tax Charged to the Long-term Business Technical Account and the

long-term funds

shareholders’ profics

Nen-technical Account 1995 £m 1994 £m 1995 £m 1994 £m
UK corporation tax 149 70 1 (1)
Double cax relief {18) (16) {12) (12)
Tax on franked investment income 116 a7 4 3
Overseas tax 180 77 14 12
Ptior year adjustrments (25) (34 (10} 12

402 184 7 14
Deferred rax 104 (73) 26 12
506 111 33 26
Tax credic ateributable to balance on the long-term business rechnical account - - 253 110
Total 506 191 286 136
Liability provided Liabilicy ot provided
(Asser recognised) {Asser not recognised)
Deferred Tax (see note 21) 1995 £m 1994 ¥m 1995 £m 1994 £m
Deferred acquisition costs 347 297 - -
Short-term timing differences (154} (194) (180 (202)
Long-term business reserves M 38 132 103
General insurance rechnical provisions 8 15 (22) (23)
Capiral allowances 3 3 19 13
Closure cost provisions (3) on - -
Unrelieved losses - - (23} (25)
Unrealised gains on invescments - - 2,100 1.586
Toeal 272 142 2,026 1,457
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9 Information on Staff

The average numbers of scaff employed by the Group during che year were: 1995 1994
Prudential UK 17,710 19,338
Jackson National Life 1,125 1121
Prudential Asia 428 366
Ovcher interaacional operacions 1.187 2,338
Prudential Portiolio Managers 1.093 1,051
Mercantile & General Reinsurance 131 1,286
Group toral 22,864 25,500
The coses of employment were: 1995 £m 1994 £m
Wages and salaries a7 516
Social security costs 37 43
Pension costs (see below) 35 a5
Group total 543 604

The Group operaces a number of pension schemes around the world. The largest scheme is the Group's main United Kingdom scheme which
covers approximately 80% of members in all Group pension schemes. This scheme is of the defined benefic type with scheme assets held in
separate crustee administered funds and was last valued as ac 5 April 1993 by a qualified actuary who was an employee of the Group.

The projected accrued benefits method was used and the principal accuarial assumprions adopted were investment recurn 9% per annum,
pensionable earnings growth 7.5% per annum, increases to pensions in payment 4% per annum and dividend growth 3% per annum,

The market value of scheme assets ar that date was £2,580m and the actuarial value of the assets was sufficient to cover 122% of the benefics
that had accrued to members, allowing for expected future increases in earnings. As a result of the acruarial valuation, the employer's
centribution rare was maintained at approximately 8% of pensionable eacnings. £6m (£10m) of che pension coses related o overseas schemes.

10 Directors’ Emoluments

1995 1994
The aggregate emolumenes of directors including pension coneributions were: £000 000
For services as directors 263 255
Salary and benefirts 1,710 1.657
Share participacion plan 481 475
Pension contributions:
Funded directly by the Company 325 554
Funded by salary supplements 273 28
Total 3,052 2,969

The emoluments of the Chairmen during cheir respective periods of office were Sir Martin Jacomb £102,000 and Sir Brian Corby £41,000
(£103,000). Excluding pension concributions funded direcely by the Company, the emoluments of the highest paid ditector were £532,000
(£707,000) and those of the other directors fell into the following bands:

Emoluments Number of directors Emoluments Number of directors
£ £ 1995 1994 £ £ 1995 1994
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5,001 10 10,000 - 275,001 to 280,000 1
10,001 to 15,000 290,001 to 295,000 -
15,001 to 20,000 330,001 to 335,000 -
35,001 to 40,000 365,001 to 370,000

55,001 to 60,000
110,001 to 115,000
215,001 to 220,000
250,001 to 255,000

(IR |
[ T T

Fuecher information on directors’ remuneration is given in the Remuneration Commiteee Report on pages 47 to 54.

370,001 to 375,000
375,001 10 380,000
495,001 to 500,000

= mk | b= ]
1

No director had an interese in shares, cransactions or arrangements which requires disclosure, other than those given in the above Report.
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Price Waterhouse Ocher firms Total
11 Fees Payable to Audit Firms 1995 £m 1994 £m 1995 £m 1994 £m 1995 £m 1994 £m
Statutory audit 1.9 1.7 0.6 0.5 25 2.2
Audit relared services 0.9 1.5 0.2 1.3 11 33
Consultancy setvices 0.3 238 1.4 0.3 22 3.1
Total 3.6 8.0 22 24 58 8.6

Fees payable to Price ‘Waterhouse for work performed in the United Kingdom other than for statutory audit amounted co £1.1m (£3.1m).

12 Land and Buildings 1995 £m 1994 £m
Current value:
Freehold 3,108 3,264
Leasehold with a term of over 50 years 1,375 1,006
Leasehold with a termn of less than 50 years 115 98
Total 4,598 4,363
Cost 3,150 2,906
The value of land and buildings occupied by the Group amounced o £109m (£121m).

Cosc Current value
13 Other Financial Invescments 1995 £m 1994 £fm 1995 £m 1994 £m
Shares and other variable yield securities and units in unir trusts 13,117 11,505 29,327 24,107
Debr securities and other fixed income securities — carried ar market value 10,538 10,138 11,325 10,067
Debt securities and other fixed incorme securities — carried at amortised cost 15,384 14,186 15415 14,250
Loans secured by morcgages m 663 723 665
Loans to policyholders secured by insurance policies 523 497 523 497
Orcher loans 74 45 76 4
Deposics with credit insticutions 1,387 1,174 1,387 1,174
Qcher 79 30 91 30
Total 41,923 38,238 58,867 50,831
Shates and other variable yield securicies and units in unit trusts
Listed in the United Kingdom 21,374 17,682
Listed overseas 7,782 5,302
Unlisted 171 123
Total 29,327 24,107
Debt securtries and other Aixed income securities — carried ac market value
Listed in che Unired Kingdom 7,646 6,287
Listed overseas 2,161 2,514
Unlisted 1,518 1,266
Toral 11,325 10,067
Debt securities and other fixed incorme securities — carried at amortised cost
Listed in the United Kingdom 8 8
Lisced overseas 14,027 12,529
Unlisted 1,380 1,713
Total 15,415 14,250

The market value of debt securities and ocher fixed income securiries valued ac amortised cost was £16,201m (£13,432m).
For those debt securities and other fixed income securities valued ar amortised cose where the purchase price exceeded maturity value, the
unamottised difference ac che year end was £40m (£8m). For those securities where the maturity value exceeded the purchase price, the

difference was £603m (£380m).
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Cost Current value
14 Assets Held 1o Cover Linked Liabilities 1995 £m 1994 fm 1995 £m 1994 £m
Assets held to cover linked liabilicies 4,774 4,488 6,112 5,372
Included in current value is £2,150m (£1,828m) in respect of managed funds.
Fixtures,
furnitate
Compurer and other
equipment irems Toral
15 Tangible Assets 1995 £m 1995 £m 1995 £m
Cost at beginning of year 70 137 207
Additions 27 17 44
Disposals 1 (14) (25)
Cost at end of year 86 140 226
Depreciation at beginning of year 37 71 108
Provided in year 17 16 33
Disposals 9) (9 (18)
Depreciation at end of year 45 78 123
Net book vaiue ac 31 December 1995 4 62 103
Net book value ac 31 December 1994 33 66 99
Long-term business General business
16 Deferred Acquisition Costs 1995 £m 1994 £m 1995 £m 1994 £m
At beginning of year 1,862 1,808 38 59
Change in deferred acquisirion coses 120 90 2 {20}
Exchange adjustment 8 (36) - (1}
At end of year 1,990 1,862 a0 38
17 Share Capital and Share Premium
The authorised share capital of the Company 15 £120m comprising 2,400,000,000 shares of Sp each.
Number of Share Share
shares capital premium
Issued shares of 3p each fully paid 1995 £&m 1995 £m
At beginning of year 1,900,512,594 95.0 100.8
Shares issued under share option schemes 7.846,433 04 13.7
Shares issued in lien of cash dividends 3,829,710 0.2 13.0
Transfer to retained profic in respect of shares issued in lieu of cash dividends - - {13.0)
Acend of year 1,912,188,737 95.6 1145

At 31 December 1995 there were 41,831,813 (46,072,520 options subsisting under share option schemes to subscribe for shares at prices
ranging from 153 pence to 331 pence (149 pence to 331 pence) and exercisable by the year 2005 (2004).

18 Group Profir and Loss Account Reserve 1995 £m 1994 £m
Ac beginning of year 1,067 1,082
Recained profic {loss) for che financial year 458 (52)
Exchange movements 16 {21)
Goodwill (chatged on acquisirions) reversed on disposal an 20
Transfer from share premium in respect of shares issued in lieu of cash dividends 13 38
Atend of year 1,537 1,067
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19 Long-term Business Provision
The principal valuation methods and assumprions are as follows:

(1} Prudential UK and Prudencial Asia

The main products are with-profics deposic adminiscration, other unitised and non-unitised wich-profies contraces and non-profic pensicn
annuities in course of payment. The calcularion of the provision is based on fund value in the case of deposit administration and unitised
contraces and che net premium mechod for non-unitised contracts. No explicit provision is made for fucure boaouses bue che provision
includes che cost of bonus added following che valuarion ac the end of 1995. The assumed interest rates for UK with-profies contracts valued
by the net premium method range from 3%-3% whilst the rate of interest for pension annuities in course of payment is 8.2%. Mortality rates
are based on published cables suitably adjusted to reflece actual expetience, with an addicional provision held in respecr of AIDS,

(1i} Jackson National Life
The main products are incerest sensitive deferred annuities and whole life assurances which, in accordance with US GAAP, are valued ac
policyholder account value,

(in) Mercanrile & General Reinsurance

Regular premium business is generally valued by che net premium method using rates of interese close co the yields on the backing assecs.
The mortality and morbidiry assumptions adopred have regard to each cedanc’s claims experience.

For single premium business, mainly group life and disabilicy and medical expense reinsurance, a provision is made for notified claims and
claims incurred but not reported, and for unexpired risks.

20 Claims Ourstanding

To rake account of the extended sectlernent period, discounting has been applied at a rate of 5% per annum to accident non-proportional
reinsurance liabilities over a mean term of 6 years and o asbestos and pollution liabilities, mainly over a mean term of 15 years. The effect
of discounting is to recuce the claims cutstanding at 31 December 19935 by £187m (£216m) and 1o reduce Group profic before cax by
£10m (increase by £5m).

Also, in che case of discontinued businesses, the expected future invesement cetuen on technical provisions of £48m (£43m) has been
recognised in calculacing the addirional closure provisions.

21 Provisions for Ocher Risks and Charges 1995 £m 1994 £m
Pensions and similar obligacions 21 24
Deferred tax 272 142
Ocher 32 40

325 206

The deferred tax provision of £32m (£24m) in che balance sheec of the Company relates to short-term timing differences.
22 Creditors

Excepr as indicated in nete 23 on borrowings, all credicors are payable within a period of five years.

L1

M m
id, is, s, ;;J ;Jl ;Jl {

Rt o —

¢ {.al . |i| 1'41 ;;r__f;a._;a

AT E,

K.
mi

— e — i S S—
H 1
i

rEam MmO MR MEE WM MWW W W
1L

i_




(L _REEENE YN ]

1 3
_____...______-._..-—-—-—-—-—-—-—-—_I_I—l“l-lﬂﬁgig{

4 B A N L B L 4 B o

'Fl

{4

I FlE) 'R

4

N W WO W W U WU W W W

b

AN

"R

" EERERERRE R

23 Borrowings

Prudential Corporation plc - annual Report and Financial Statements 81

1995 £m 1904 £m

Debenture loans (unsecured}

DM300m 6% Guaranteed Notes 1997 135 124
SEF200m 4.75% Guaranceed Bonds 1998 112 97
US$300m 8.25% Guaranteed Bonds 2001 193 192
US$250m 7.125% Guaranteed Bonds 20035 161 -
£150m 9.375% Guaranteed Bonds 2007 150 150
Total debenture loans 751 563

Amounts owed to credit institutions
Currency translation (asset) liabilicy on swap transactions 21) &
Bank loans and averdrafts repayable on demand - 2
Comemercial paper (see note 24} - 206
Total borrowings 730 777

Borrowings are repayable as follows:
Wichin one year ot on demand - 221
Berween one and two years 135 -
Berween two and five years 9% 214
Afeer five years 504 342
730 777

Notes:

{(iy The Group has swapped the SF200m loan into US$141m. Consequently, the effective currencies of the borrowings at 31 December 1995
were DM300m, US$691m and £150m, equivalent in total to £730m, and the weighted average rate of interest payable was 8.3% (8.4%).
(i) Under the terms of the Group's arrangements with its main United Kingdom banker, the bank has a right of set off berween credit
balances other than chose of long-term funds, and all overdrawn balances of those Geoup undercakings wich similar arrangements.

(iii) The Company’s debenture loans comprised the US$250m 7.125% Guaranteed Bonds 2005 issued in the year (1994 — nil). The proceeds

of the bond issue were used to repay all of the Group's short-term commercial paper borrowings.

{iv) Amounts owed to credic inscitucions also include £26m (£27m) obligacions under finance leases.

24 Other Creditors including Taxation and Social Security 1995 £m 1994 £m
Tax 26 90
Commercial paper - 206
Final dividend 200 181
Orther creditors 843 622
1,129 1,099

Shares in subsidiary Loans to subsidiary

undertakings underrakings

25 Investments of the Company 1995 £m 1995 £m
At beginning of year 272 688
Exchange rate movements - 4
Advances of new loans - 1
Repayments of loans - {7}
Acend of year 272 726
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26 Profic of the Company

The profic of the Company for the year was £293m (£345m). After dividends of £300m (£274m) and a cransfer from share premium of £13m
{£38m) for shares issued in lieu of cash dividends, recained profit ac 31 December 19935 amounted to £275m (£26%m}.

27 Subsidiary Undertakings

The principal subsidiary underrakings of che Company were:

Country of incorporation
Jacksen Naticnal Life Insurance Company™® USA
The Mercantile & General Reinsurance Company plc* Scotland
Prudential Annuicies Limiced* England and Wales
The Prudenrial Assurance Company Limited England and Wales
Prudential Assurance Company Singapore (Pre) Limiced* Singapore
Prudential Corporation Auseralia Limiced* Ausrralia
Prudential Finance BV* The Netherlands
Prudential Porefolio Managers Limiced England and Wales

*owned by a subsidiary undertaking of the Company

Each undertaking has only one class of ordinary shares, all of which are held by the Group, and operates mainly in its countey of
incorporation, apart from The Mercantile & General Reinsurance Company ple which operares mainly in England.

The main acrivicy of these undertakings is insurance with the exception of Prudencial Finance BV, a finance company, and Prudential
Portfolic Managers Limited, an investment management company. Other undertakings that do nor macerially affect che profic of che Group
ot the amount of its assets are not shown.

The cumulative goodwill charged againse che Group's reserves arising on acquisitions of subsidiary undertakings that remain part of the
Group amounted to £300m (£283m).

28 Coniingent Liabilities

The Group has concingent liabilities in respect of insutance and other agreemencs entered into in the normal course of business and in respect
of litigation arising cherefrom.

The Group may be required to make payments to the Investors’ Compensation Scheme in respect of compensacion awarded to holders of
personal pension policies sold by independent financial advisers. No provision has been made in the accounts because che basis of any levy and
its potential amoune are not known.

29 Exchange Rates

The principal exchange rates used for translacion were:

Cuttency 1995 1994

Australia A$ Average 2.13 2.00
Yearend 2.09 2.02

USsA US$ Average 1.58 1.53
Yearend 1.55 1.56
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30 Cash Flow

Reconciliation of operating profit to net cash inflow from operarions
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1995 £m 1904 ¥'m

Operating profit before tax 804 693
Add back interest charged to operacing profic 68 59
Adjustments fot non-cash itemns:
Retenrions by long-term business operations (223) (190}
Tax on long-term business profits and franked invesement income {227 (149)
General business and shareholder averaged investment gains (65) ()
Decrease in general business techinical provisions {73} (32}
Decrease (increase) in reinsurance tecoverable 67 {59}
Movement in other assets and liabilicies 66 {an
Depreciation charges 20 18
Net cash inflow feom operations 437 288

Changes in investments

1995 £m 1994 £m

Net (sales) purchases of investments (excluding shore-term deposits) (60) 86
Realised and unrealised invesement gains 179 {181}
Exchange translacion and other movemencs 20 10
Increase {decrease} in short-term deposits 103 {3)
Increase {decrease} for year 242 (88)
General business and shareholder investments at beginning of yeac 1,858 1,946
General business and shareholder invesemenes ac end of year 2,100 1,858

Reconciliation of investments to balance sheet

1995 £m 1994 £m

General business and shateholder investments {(as above) 2,100 1,858
Long-term business investments 61,470 53,441
63,570 55,299

Reconciliation of cash and cash equivalents to balance sheet

1995 £m 1994 £m

Short-term deposies:

General business and shareholders 179 76
Long-term business 1,208 1,008
1,387 1,174
Cash at bank and in hand:
General business and shareholders 157 81
Long-teem business 207 179
364 260
Shate capital
(including share
Borrowings premium}
Changes in botrowings and share capital 1995£m  1994£m 1995£m 1994 £m
Financing:
Net cash raised 147 - 27 20
Exchange translation 14 (16) - -
Transfer to retained profit in respect of shares issued in lieu of cash dividends - - a3 (38)
Increase (decrease) for year 161 {16} 14 {(18)
Financing at beginning of year 569 585 196 214
Financing at end of year 730 569 210 196
Otcher borrowings:
Short-term debr included in cash and cash equivalents - 208 - -
Total borrowings/share capital 730 777 210 196
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REPORT OF THE AUDITORS ON THE FINANCIAL STATEMENTS

to the members of Prudential Corporation ple

We have andited the financial statements on
pages 58 to 83 (including the additional
disclosures on pages 52 to 54 relating to the
remuneration of directors specified for our
review by the London Svock Exchange) which
have been prepared in accordance with the

accounting policies set out on pages 66 to 71.

Respective responsibilities of directors and
auditors

As described on pages 43 and 44, the
Company's directors ate tesponsible for

the preparation of iinancial statements. It is
our responsibilicy to form an independent
opinion, based on our audit, on those financial

statements and to repott our opinion to you.

Basis of opinion

We conducted our audit in accordance with
Auditing Standards issued by the Auditing
Practices Board. An audit includes
examination, on a test basis, of evidence
relevant to che amounts and disclosures in the
financial statements. It also includes an
assessment of the significant estimates and
judgements made by the directors in the
preparation of the financial statemencs and of
whether the accounting policies are
appropriate to the citcumstances of the

Company and the Group, consistently applied

and adequately disclosed.

We planned and performed our audit sc as to
obtain all the inforrmation and explanations
which we considered necessary in order to
provide us with sufficient evidence to give
reasonable assurance that the financial
statemnents are free from material
misstaternent, whether caused by fraud or
othet irregularicy or error. In forming our
opinion we also evaluared che overall
adequacy of the presentation of information in

the financial statemencs.

Opinion

In our opinion, the financial statements

give a true and fair view of the state of affairs
of the Company and of che Group as at

31 December 1995 and of the profit and cash
flows of the Group for the year then ended and
have been properly prepared in accordance

with the Companies Act 1985,

Price Waterhouse
Chartered Accountants
and Registered Auditors
London

11 April 1996
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Restated Rescared Restaced Restaced
1995 £m 1999 £m 1993 £m 1992 ¥m 1991 £m
Group Results
Long-term business
New business including investmenr produces:
Annual premiums $36 634 581 596 553
Single premiums 4,586 5.406 5.556 4,871 4,138
Premium income 7,912 2,699 8,622 7,774 6,209
General business premiums written:
Continuing operarions 607 590 651 781 633
Discontinued operations - - - 365 557
Operacing profit
Continuing operations:
Long-term business 710 600 544 504 366
General business 127 140 125 (36} 23}
Ocher activities 35 12 19 28) 6
Interest payable (68} (59) {59) (46) {(57)
Total continuing operations 804 693 629 394 292
Discontinued general insurance operations - - - 8 (66)
Total operating profit 804 693 629 402 226
Gain (loss) on disposal/clesure 31 - - - {85)
Adjusement from averaged co actual investment gains 209 {335) 31 30 131
Total profic o ordinary activities before tax 1,044 358 940 432 272
Profit after tax:
Operating profit (including posc-tax averaged investment gains) 546 498 414 265 110
Profit for the year (including posc-rax actual investment gains) 758 222 667 74 156
Shareholders’ Funds and Borrowings
Statutory basis capiral and reserves:
Employed in business operations 2,109 1,722 1,768 1413 1,270
Retained centrally 334 318 215 105 130
2,443 2,040 1,983 1,518 1,400
Less borrowings net of holding company cash on deposic (696) 77N (687} {694) 617}
Toral stacurory basis capical and reserves 1,747 1,263 1,296 824 783
Additional accruals basis retained profit 3,171 2,697 2.878 2,476 2,029
Accruals basis capical and reserves 4,918 3,960 4,174 3,300 2812
Assets under Management (£bn) 70 61 62 50 1
Share Statistics
Eamings per share;
Based on operating profit after tax 28.7p 26.3p 22.0p 14.1p 59p
Based on profic for the year afeer rax 39.8p 1.7p 35.4p 14.6p 24p
Dividend per share 15.7p 14.4p 13.2p 119p 11.0p
Market price at 31 December 415p 316p 361p 299p 246p
Average number of shares 1,905m 1,896m 1,884m 1,873m 1,865m
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FIVE YEAR REVIEW

Restated Restared Rescaced Rescared

Analysis by Business Area 1995 £m 1994 £m 1993 ¥m 1992 £m 1991 £m
Prudential UK
Long-term business
New business including investment products:

Annual premiums 280 362 322 333 322

Single premiums 2,088 2,381 3Nz 2,438 1,941
Preminm income 3,986 4,197 4,845 4,152 3,513
Greneral business premiums written 315 333 333 315 295
Opetating profit:

Long-term business 306 289 299 294 275

General business 64 92 39 59 8

Bank starr-up costs {20) - - - -
Total operating profit 350 381 388 353 283
Scarucory basis capical and reserves 176 172 156 145 143
Additional accruals basis retained profic 2,117 1,687 1,901 1,568 1,357
Accruals basis capital and reserves 2,293 1,859 2,057 1,713 1,500
Assets under management {(£bn) 46 38 39 30 29
Jackson National Life
Long-term business
New business:

Annual premiums 34 a6 63 62 82

Single premiums 1,422 1,373 1,065 1,344 1,280
Premium income 1,895 1,880 1,578 1,753 1,676
QOperacing profic {including averaged realised gains) 241 154 107 65 (6
US GAAP profit (including actual realised gains) 252 128 198 14 45
Scacutory basis capical and reserves 866 704 632 513 397
Addirional accruals basis retained profie 602 551 559 515 341
Accruals basis capital and reserves 1,468 1,255 1,191 1,028 732
Assets under managernent (£bn) 15 14 13 11 7
Prudential Asia
Long-term business
New business:

Annual preminms 87 69 4% 38 23

Single premiums 63 65 54 42 1
Premium income 323 257 206 151 69
Operating profit before development expenses 16 11 5 4 4
Development expenses {5 (2) - - -
Nert operating profic 11 9 5 4 4
Stacurory basis capical and reserves 21 18 18 18 12
Addicional aceruals basis retained profic 118 88 66 1 21
Accruals basis capical and reserves 139 106 34 59 33
Assets under managemenc (£bn) 14 1.0 0.9 0.6 0.4
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Restated Restared Restated Restated

Analysis by Business Area 1995 £m 1994 £m 1993 £m 1992 £m 1991 £m
Other International Operations
Long-term business
New business of continuing operations:

Annual premiums 57 65 56 62 48

Single premiums 409 789 652 520 435
Premium incomne Fi15 1,304 1,093 1,083 918
Operating profic 19 22 8 17 -
Stacurory basis capital and reserves 110 114 127 111 106
Additional accruals basis retained profit m 135 127 129 17
Accruals basis capital and reserves 221 249 254 240 223
Assets under management (£bn) 4 5 6 5 3
Mercantile & General Reinsurance
Long-term business
New business;

Annual premiums 78 71 61 60 S0

Single premiums 604 695 546 343 n
Premium income 993 1,061 900 635 633
General business preminms written 292 257 318 466 388
Opetating profit:

Long-term business 133 126 125 124 93

General business 63 18 36 {95} {31}
Total operating profic 196 174 161 29 62
Statutory basis capiral and reserves 894 693 825 616 606
Addicional accruals basis retained prohe 223 236 225 223 193
Accruals basis capital and reserves 1117 929 1,050 83¢% 799
Assets under management (£bn) 4 3 2 E] 2
Prudential Portfolio Managers
Funds under management:

Internal non-linked funds 64 56 58 48 39

Unit trusts and incernal linked funds 7 6 6 4 3

Segregated pension funds " 10 12 10 9
Total funds under management (£bn) 82 72 76 62 S1
Operating profic 32 23 23 8 12
Other Activities
Shareholders’ invesrment retuen 45 12 17 3 20
Corporate expendicure (22) {23) 21) {33) (26}
Interest payabie (68) (59 (59) (46) (57
Operating loss (45) {70) 63) B2 63)
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SUPPLEMENTARY ACCRUALS BASIS RESULTS

Financial Overview

Rescated
1995 £m 14904 ¥m

Operating profit (including averaged investment gains)

Long-term business:

Prudential UK 603 274
Jackson Nacional Life 281 203
Prudential Asia 47 4
Other international operations 25 27
Mercantile & General Reinsurance 138 155
1,004 700
General business 127 140
Other activicies {including interest payable} (33) {47}
Total operating profic 1,188 793
Operating earnings per share
{based on earnings of £8301m (£529m) and 1,905m {1,896 m) shares) 42.0p 27.9p
Shareholders’ capital and reserves 4,918 3,960

REVIEW OF RESULTS

On the accruals basis Pradential's long-term

businesses produced profies of £1,094 million
in 1995, up 56 per cent on 1994, A large

increase in invescment recurns was che main

feature contributing £33 5 million of the

£394 million increase, but chere was also

underlying growth of 8 per cene.
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LONG-TERM BUSINESS PROFIT

£m

£1,099m

£887m
EBOFm
] I I |

1991 1992 1993 1994 1993

Under the accruals basis, profits are
recognised as chey are earned over the concract
period. Future cash flows are projected over
the remaining life cime of the contractand,
after making prudent allowances for adverse
outcurns (by inserting planned margins), the
net presenc value of the expected cash flow o
shareholders is recognised as profit. Under the
modified statutory basis, profit is weighted
more eowards the final years of the contract,
pacticularly for with-profits business due to
the impact of terminal bonuses. Under the
accruals basis, profit is tecognised earlier than
under che scatutory basis and we believe this
better reflects the progress of the business.
The balance sheer under the accruals basis also
provides a better view of the financial strength

of the Group.
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Profits from new business fell by 19 per

cent to £215 million, mainly due to the
continued difficule markets in the UK and
Australia and a reduced contribucion from
Mercantile & General Reinsurance. By
contrast the benefits of the good worldwide
investmenc returns led o a doubling in
profits from business in force and the return
on accruals basis shareholders’ funds.

In Prudential UK, profits more than doubled
to £603 million. Although margins were
maintained, profics from new business were
subdued at £104 million reflecting reductions
in sales volumes and changes in product mix.
However, profits from businesss in force and
the recurn on the shareholders’ accrued
incerest increased in aggregate by over

£350 million due to higher smoothed

investment recurns.

-1 1995 LONG-TERM BUSINESS PROFIT BY DIVISION
A
b Em

Prudential Agsia  WUer intemational operations
Ed¥m

Mearcantile & General
Reinsurance £138m

Jackson Matienal Life
£281m

Prudentlal UK
EB03m
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Jackson National Life, which mainly sells
single premium deferred annuities,
contributed total profics of £281 million,

up 38 per cent. Despite only modest growth
in new business, profits from this source
increased by 13 per cent reflecting a more
profitable mix of business written. Profits
from business in force were almost twice che
1994 level mainly due to the increased asset
base, higher incterest margins and realised
investment gains allocaced co shareholders.
Offsetting these positive movernents was the
impace of higher surrenders.

In Prudential Asia, new business profics
increased by 20 per cenc reflecting growth in
sales across the region and reduced expense
levels in Singapore. Profits from other
internacional operations decreased to £10
million due to a much reduced contriburion
from Australia where trading conditions
were particularly difficule in 1995,

Profits from Mercancile & General
Reinsurance were 11 per cent lower at

£138 million, Profits from new business were
affecced by che adoprion of more conservative
assumptions in respect of UK business sold
in 1995, In particular assumpcions of furure
claims experience for disability business were
strengthened in the light of experience during

the year. There was similar screngthening in
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.#_‘5“_; ’ 1995 LONG-TERM BUSINESS PROFIT
F#-20  Bycatecory
£m
500 E453m
£416m
400
200
£215m
200
100
bl
New Business Investment
business in force return

respect of in force disability business in both
the UK and Norch America. Although the
impact of chis change was largely offsec by
good investment performance, there was an
overall reduction of £6 million in profr from
business in force.

The shareholders’ accrued interest in the
Group’s long-term business rose by 18 per
cent to £3.2 billion during 1995. This
demonstrates the groweh in profits retained
in the long-term funds which ¢he Group is
achieving from sales of new policies and,
particularly for the UK, strong investment
performance. After including che net assets of
£1.7 billion (1994 £1.3 billion) reported on
the starurory basis, shareholders’ funds on che
accruals basis were £4.9 billion at the end of

1995 {1994 £4.0 billion).
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il

i L SUMMARISED CONSOLIDATED PROFIT AND LOSS ACCOUNT — ACCRUALS BASIS

o

_ Year ended 31 December 1995

r

— Restared

P- 1995 £m 1994 £m

- Operating profic (including averaged investment gains)

- Long-term business 1,094 700

- General business 127 140

_ Other activities {including interese payable) (33) arn
c Total operating profie 1,188 793

_ Adjustment from averaged to acrual investment gaing 492 {571)
ol Profit on ordinary activities before rax 1,680 222

_ Tax {458) {179}
- Profit for the financial year 1,222 43

_ Dividends (300} (274)
¥ 922 (231)

Retained profit (loss) for che Anancial year

[R- 2]

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES - ACCRUALS BASIS

I T T VR VT T VT TV VRV VT VT VT T T TR TR TR TR T TR T

-

- Year ended 31 December [995

E Restated

1995 £m 1994 £m

E Profit for the financial year 1,222 43
Exchange movements 26 {3}

E Total recognised gains 1,248 a0
Prior year adjustments 59 -

_; Total recognised gains since last annual report 1,307 40

=

= L ANALYSIS OF LONG-TERM BUSINESS PROFIT - ACCRUALS BASIS

-

- Business Return on

- New business in force shareholders’ funds Tocal
E Resraced Restared Rescated Resrated
1995 £m 1994 £m 1995 £m 1994 £m 1995 £m 1994 £m 1995 £m 1991 £m

E'? Prudencial UK 104 130 261 (a0 238 184 603 274
_]ackson National Life 61 54 107 S6 113 43 281 203

E Prudenzial Asia 24 20 1" 12 12 9 47 41

= Ocher internarional operations 10 33 - {23 15 17 25 27

- Mercantile & General Reinsurance 16 29 37 43 85 83 138 155

=

= - Total long-terin business profic 215 266 416 48 463 386 1,094 700
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L SUMMARISED CONSOLIDATED BALANCE SHEET - ACCRUALS BASIS

31 December 1995

Resrated
1995 £m 1994 £m
Investments 63.570 53,299
Orcher assers 11,328 10,295
Total assecs 74,898 65,594
Less liabilicies (2,661) {2,290}
Total assets less liabilities 72,237 63,304
Less long-term business funds
Technical provisions -58,572 53,953
Fund for future appropriations 11,918 8,083
Less sharcholders’ accrued incerest in the long-term business 3,171) {2,697}
67,319 5%,344
Accruals basis net assets 4,918 3,960
Shareholders’ capital and reserves
Share capital and share premium 210 196
Scarutory basis retained profit 1,537 1,067
Additional accruals basis recained profic 3,171 2,697
Accruals basis capital and reserves 4,918 3,960
RECONCILIATION OF MOVEMENT IN SHAREHOLDERS’ CAPITAL
AND RESERVES — ACCRUALS BASIS
Year ended 31 December 1995
Restated
1995 £m 1994 £m
Toral recognised gains 1,248 40
Goodwill charged on acquisition {17) -
New share capital subscribed 27 20
Dividends (300) (274)
Net increase (decrease} in shareholders’ capital and reserves 958 {214
Shareholders’ capital and reserves at beginning of year
—as originally reported 3,901 4,174
— prior year adjusements 59 -
— as resrared 3,960 4,174
Shareholders’ capital and reserves at end of year 4,918 3,960

ANALYSIS OF PROFIT RETAINED IN LONG-TERM FUNDS - ACCRUALS BASIS J

Restaced

1995 £m 1994 £m

Prudential UK 2,117 1,687
Jackson National Life 602 551
Prudential Asia 118 88
Orcher incernational operations m 135
Mercantile & General Reinsurance 223 236
Toral additional accruals basis retained profic 3171 2,697

le]
ol

F

7d:

7

Mmoo
il gl A0

el
l—.'!i

M
! |

B r,-__
I ré
=
= o

|

e Pt |

m m
N THE

m
T

T S U S O T SO A i I il 'il il'

MmO MM O A E MmN




1 !

o

"B Y EE E R R F R R N R R R E R RN P E Y RN

-

Prudential Corporation plc  Supplementary Information 93

THE ACCRUALS BASIS OF FINANCIAL REPORTING

The accruals basis of financial reporting is
based on cenventional accounting principles
and recognises profit as it accrues over the
life of an insurance contract. Although toral
profic from each contract calculated under
this method is the same as under the
stacutory basis of reporting used for the

main accounts, the timing of recognition

of profit is advanced.

The accruals basis can be illustrated by
considering an individual contract. Using
prudent assumptions of the main elements of
fucure income and expenditure — investment
tecurn, deach and disabilicy claims, lapses,
surrenders and adminiseracion expenses — the
votal profit expected to be earned from the
contract can be estimated at che time of

its sale.

The total profit expected co be eatned is then
allocated to individual financial years by
incorporating planned profit margins into che
assumptions made at the time of sale abouc
future income and expenditure. These
margins are set by the directors to reflect
cheir assessment of che risks which will be
borne in future financial years. Provided

thac che accual outcome is in line with the
original assumptions, profies will be earned in
each accounting period as these margins are

released. Any anticipated losses are recognised

immediately, as are differences becween acrual
and assumed income and expenditure. The
balance of profie not allacared co future years
is recognised in the year of sale and is known
as the profit from new business. The release of
planned margins and variances between acrual
and assumed experience during che remainder
of the contract period produces the profic on
business in force.

Under the accruals method, profics are
recoegruised earlier chan under the statutory
basis of reporting, which is derived from
statutory requirements designed to ensure
and demonstrate solvency in the long-term
funds. The additional profits recognised at an
earlier stage under the accruals method are
retained within the long-term funds, thus
ensuring the solvency of those funds, These
retained profits are known as the shareholders’
accrued interest in the long-term business and
the investment recurn on chis amount forms
part of the accruals profic for the year.

‘The total accruals basis profit reported for an
accounting year can therefore be analysed inco

three separate componenrts:

* profits from new business;
¢ profits from business in force; and
* the investment rerurn on the shareholders’

accrued interese in the long-cerm business.
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The accruals basis is designed to report profits
which reftect business performance during the
year under review, particularly new business
sales and investment performance. Both sales
and investment returns can change
significantly from period to period and so
accruals basis profies show more variability
than profits reported on the starutory basis,
although cthe operating profic reported under
the latcer is to some extent dependent on
investment returns, particulary for Meccantile
& General Reinsurance,

It is important to note that the use of the
accruals basis does not affect the cash
surpluses which are released co shareholders’
funds from che loag-term funds. These
concinue 1o be decermined by the directors
following statutory actuarial valuations of
the funds. Ir should also be noted chat che
accruals basis does not affect amounts
available for dividend payments to
shareholders, as the profics which are
recognised earlier when using the accruals
basis are not legally discributable.

The additional profit recognised using the
accruals basis is represenced by the
shareholders’ accrued interest in the long-
term business and, when combined wich
shareholders’ funds reported on the staturory

basis, provides an improved measure of

total shareholders’ funds of the Group. It
is importanc to realise, however, that che
shareholders” accrued interest does not
represent the value to shareholders of the
business in force as, in furure years, furcher
profits will be earned on this business from

che release of planned margins.
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NOTES ON THE SUPPLEMENTARY ACCRUALS BASIS RESULTS

1 Basis of Preparation

The accruals basis results have been prepared
in accordance wich che ‘Draft Proposais on
Accounting for Shareholders’ Profits in Long-
eerm Insurance Business' issued by the
Associacion of British Insurers in July 1992.
The informarion is supplementary to the

financial stacements on pages 38 co 83.

2 Assumptions

The accruals basis results have been prepared
on the basis of prudent forecasts of future rates
of investment recurn, policy discontinuances,
mortality and morbidity, expenses, expense
inflacion and taxation. In preparing these
forecasts, account has been taken of recent
experience and general economic conditions,
rogether with inherent uncertainty. It has
been assumed that the bases and rates of
taxation, both direct and indirect, will not
change macerially in any of che councries in
which the Group operates. Assumed fucure
rates of investment return reflect prevailing
interest rates, the outlook for inflacion and the
mix of the invescment portfolios. A pre-tax
race of ten per cent per annum, before
applying planned margins, has been assumed
for the UK with-profits fund of Prudential
Assurance,

The proportion of surplus from the with-

profics business of Prudential Assurance
allocated to shareholders has been based

on the present level of ten per cenc but

with an allowance for the estimared futuce
effects of taxation on UK pensions business.
In the UK, Deparcment of Social Security
rebate business has been treated as single
premium business. Management charges
on unit-linked business have been projeceed

from a smoothed unit price.

3 Planned Margins

Planned margins are designed co provide
appropriate allowances for adverse oucrurns
in furure periods. The margins on the

most important assumprions, expressed

as proportions of those assumptions, are

as follows:

Invescment recurn 15-22%
Propriecor’s margin on invescment

returns (US annuity productsy  23%

Morcality and morbidicy 5-18%
Policy discontinuances 20-30%
Expenses 20%

The planned margins used are the same as
in 1994 except cthat the mortality planned
margin for certain reinsurance concraces

has been reduced from ten per cent to five per
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cent. Recent mortality experience has been

less variable than previously projected.

4 Investment Return

The accruals basis of accounting recognises
che total investment return of the long-term
business to the extent ateriburable 1o
sharehelders including the retucn on solvency
capital. The return comprises income and
gains, both realised and unrealised, and
includes expected furure recucns on existing
contracts after providing for planned margins.
With the exception of fixed interest
investments held by North American
subsidiaries, investment gains during the
period (ro the extent char changes in capical
values do not directly match changes in
liabilicies} are included in the shareholders’
accrued interest as they arise. The gains are
spread forward over five years for the purposes
of calculating operating results.

In the case of North American subsidiaries, it
is assumed that fixed income investments will
normally be held until macurity. Therefore
unrealised gains are not reflected in the
accruals results and only income received and
the amortisation of the difference between
cost and macurity values, co the extent
accriburable co shareholders, are recognised

in operacing results. Some investments are

realised before maturity, mainly through early
redemption by issuers or mortgage holders. In
the case of Jackson National Life, the directors
have disctetion over the allocation of resukting
gains between shareholders and policyholders.
The amount allocated to shareholders is
consistent with assumed future policyholder
interest crediting rates, and is recognised in
the operating resulc and shareholders’ accrued
incerest in the year of realisation. Realised
gains on fixed income investmencs arising

in other North American subsidiaries are

amortised to the original macurity date.

5 Discount Rates

The shareholders’ intetests in fucure cash
flows wichin the long-term funds have been
discounted to present value at the post-tax
rates of return assurmned to be earned by the
relevant funds. The release of the discount
is included in the investment recurn on che

shareholders” accrued incerest.

6 Tax

Under the accruals method, che profic for che
year 1$ calculated inirtially at che post-tax
level. Wich che exception of certain
investment gains in Mercancile & General
Reinsutance, which are not subject to tax,

the profic has been grossed up for presentation

o

T et et N e

m mmmmmmEmmmmmmymm s
Ak AR AT AT T

o g
LB

mim m
| T

AT

nommom

m

e\l el Ll Ul (el \ e

nmnm

i

!
{ &




e b

L LEEE L LELL AL LEEL LEEE LA | ‘T \

| T A S LT L B e

Fpomeom

. m mom n!
AWRA KR AR A AN A SRS AN A NN N AN

T

¥ 1F)

"

IF!

id
NN NENN

) F

purposes ac the full rates of company tax
applicable eo che connrtries and periods
concerned irrespective of the effective rates
of tax aceually allowed for in calculating

the profit after tax.

7 Foreign Currency Translation

Foreign currency revenue has been translared
at average exchange rates for the year, Foreign
currency assets and liabilities have been

translated at year end rates of exchange.

PFrudentizl Corporation plc  Supplementary Information 97




) __', i‘.__...

98 Prudential Corporation plc  Supplementary Information

| REPORT OF THE AUDITORS ON THE SUPPLEMENTARY
:| ACCRUALS BASIS INFORMATION

Y my

&

‘ to the members of Prudential Corporacion plc

We have audited the supplementary
information on pages 91 to 97, which has
been prepared on the basis set out in note 1
on page 95 and is limired to a restatemenc
of the Group profit and the shareholders’
incerest in the Group’s life funds to an

accruals basis.

Respective responsibilities of directors and
auditors

As described on pages 43 and 44, the

citcumstances of che Group, consistently
applied and adequately disclosed.

We planned and performed our audit so as to
obtain all the informacion and explanations
which we considered necessary in order to
provide us with sufficient evidence to give
reasonable assurance that the supplementary
informarion is free from maretial
misstatement, whether caused by fraud or
other irregularity or error. In forming our

opinion we also evaluated the overall
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Company's directors are responsible for che adequacy of the presentation of the -
preparacion of the supplementary supplementary information, I ':
information. It is our responsibility to form i .
an independent opinion, based on our audit, Opinion ¢ »
on that supplemencary informacion and to In our opinion, the accruals basis Group ! F
report our opinion to you. profit for the year ended 31 December 1995 I b

and shareholders’ interest in the life funds . ";.-.
Basis of opinion at thac date have been properly prepared : 3
We conducted our audit in accordance with in conformity with the mechodology and I ‘
Audicing Standards issued by che Auditing disclosure requirements contained in e
Practices Board. An audit includes the ‘Draft Proposals on Accounting for !.."i
examination, on a test basis, of evidence Shareholders’ Profits in Long-term Insurance I ‘,,

i

relevant to the amounts and disclosures in
the supplementary informacion. Ir also
includes an assessment of the significane
estimates and judgements made by the
directors in the preparation of the
supplementary information and of whether

the accounting policies are appropriate to the

Business' issued by the Associacion of British

Insurers in July 1992.

Price Waterhouse
Chartered Accountants, London

11 April 1996
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Payment of 1995 final dividend

Annual General Meeting

Announcement of 1996 interim tesults
Ex-dividend date for 1996 interim dividend

Payment of 1996 interim dividend

29 May 1996
29 May 1996
11 September 1996
23 Seprember 1996

28 November 1996
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HOW TO CONTACT US J

Corporate Headquarters

142 Holborn Bars

London ECIN 2NH
Tel: 0171 405 9222
Fax: 0171 548 3725

Prudential UK

250 Euston Road

London N'W'1 2PQ
Tel: 0171 334 9000
Fax: 0171 334 6334

Jackson Nacional Life

5901 Executive Drive
Lansing

Michigan 48911

Tel: 001 517 394 3400
Fax: 001 517 887 5012

Prudential Asia

Suites 901-2, Cicibank Tower
Citibank Plaza

3 Garden Road

Cenrral, Hong Kong

Tel: 00 852 2325 2367

Fax: 00 852 2877 6994

Prudendial Porcfolio Managers

142 Holborn Bars

London ECIN 2NH
Tel: 0171 405 9222
Fax: 0171 548 3360

Peudential Corporacion Public Limiwed Company. Incorporated and regiseered in England and Wales. Registered number 1397169,

Mercantile & General
Reinsurance

Moorfields House
Moorthelds

London

EC2Y 9AL

Tel: 0171 628 7070
Fax: (1171 388 4629

Media and general enquiries:

Mike Davies
London

Tel: 0171 548 3721
Fax: 0171 548 3725

Analyst enquiries:

George Culmer
Eondon

Tel: 0171 548 3537
Fax: 0171 548 3699

Shareholder enquiries:

Prudential Regiserars
142 Holborn Bars
London ECIN 2NH
Tel: 171 548 3817
Fax: 0171 548 3802
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CORPORATION

Prudentiat Corporation plc, Registered office: 142 Holborn Bars, Londoa ECIN 2NH. Telephone 0171-405 9222 £3




