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Requiredminimummarginforgeneralbusiness 12 12 49

Excess (deficiency)ofavailableassets overthe required 13
minimummargin(11-12)

Longterm business admissibleassets 21 8667303 6686150 10 11

Otherthan longtermbusinessassets allocatedtowards long
See instructions

._--

term business requiredminimummargin
22 397449 354676 1 and 3

Total mathematical reserves (after distribution of surplus) 23 8604184 6663862 . See instruction 4
-.

Other insurance and non-insurance tiab~ities 24 63119 22288 See instruction5

Availableassets forlongterm business requiredminimum 25 397449 354676
margin(21+22-23-24)

Future profits 31

Z~lmerising 32
I

Hiddenreserves 33
!
I

Requiredminimummarginforlongterm business 41 344152 266547 60 69

Explicitrequiredminimummargin(1/6x 41. or minimum 42 57359 44425
guarantee fundifgreate"

Excess (deficiency)ofava~ableassets overexplicitrequired 43 340090 310251
minimummargin(25-42)

-Excess (deficiency)ofava~ableassets and implicititemsover 44 53297 88129
the required minimum margin (34-41)

Quantifiable contingent liabitities in r~ of other than long term business 51 See instruction 6

as shown in a supplementary note to orm 15

Quantifiable contingent liabitities in respect of long term business as shown 52 See instruction 6

in a supplementary note to Form 14

Retums under Insurance ...,ompalll~::> L..t::!::j'::>IQUUOI I
L

Statement of solvency

Name of company Prudential Annuities Limited

Global bU$iness

Financial year ended 31st December 1998
Company
registration
number GUUKlCM

Period ended
day month year

-
R9 2554213 GL

I

31

As at the end of
the previous

year

Units

As at the end of
this financial

year

1 2
E
&

Cl>c:::i

c:
E
~

"0u

GENERAL BUSINESS
Available assets

Other than long term business assets allocated towards
general business required minimum margin

11
See instructlOM
1 and 2

I
I

il

Required minimum margin

L

LONG TERM BUSINESS
Available assets

I

I
J

Implicit Items admitted under regulation 23(5) ofthe
Insurance Companies Regulations 1994

Total of ava~bIe assets and implicititems (25+31+32+33) 34 397449 354676
f,

Required minimum margin

CONTINGENT LIABILITIES

2
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3



R10
/

2554213
I

GL
I

31 /12
I

1998
I

£000 I

I As at the end of I As at the end of' Source
this financial

I
the previous year

I

c
year

I

E
E

1 2 a:>
;)

~c '0
u.. :::; ()

Long term business - admissible assets 11 8667303 6686150 13 . 89 1

Long term business - liabilities and margins 12 8667303 6686150 14 . 59 1

Other than Long term business - admissible assets 21 405322 392850 13 . 89 1

Other than Long term business - liabilities 22 7873
I

38174 15 . 69 1

Net admissible assets (21-22) 23 397449 354676

Unpaidamounts (including
Other assets allowed to share premium)on partly paid 24
be taken into account in shares
covering the required Supplementarycontributions
minimum margin for a mutual carryingon 25

general business

Liabilities allowed to be Subordinatedloan capital 26 i
left out of account in i
covering the required Cumulativepreferenceshare 27minimum margin i

capital i

Available assets (23 to 27) 29 397449 354676
I
I,

Paid up share capital (other than cumulative 51 400000 400000 '
preference share capital)

,
I

Amounts included in lines 24 to 27 above 52 I

Amounts representing the balance of net assets 56 (2551) (45324)

Total (51 to 56) and equal to line 29 above 59 397449 354676

Balance brought forward at the beginning of the 61 (45324) 53126 10 . 56 2
financial year

Retained profrt/(Ioss) for the financial year 62 42773 (98450) 16 . 59 1

Movement in asset valuation differences 63 See instruction 2

Decrease/(increase) in the provision for adverse 64 See instruction 3
changes

Other movements (particulars to be specified by 65
way of supplementary note)

Balance carried forward at the end of the financial year 69 (2551) (45324)
(61 to 65)

-I
L

Statement of net assets

Name of company Prudential Annuities Limited

Global business

Financial year ended 31st December 1998
Company
registration
number GUUKlCM

Period ended
day month year Units

Represented by:

- !

Movement of balance of net assets for solvency
purposes -as per line 56

.

4



I
R13

I

2554213
I

GL
I

31
I

12
I

1998

'

£000 1

As at the end of As at the t'''Ij c'
this financial the prellloU~

Investments year year
1 2

Land and buildings 11

UK insurance Shares 21

dependants
22Debt securities issued by, and loans to, dependants

Other insurance Shares 23
dependants -----

Debt securities issued by, and loans to, dependants 24

Investments in 25group undertakings Non-insurance
Shares

and participating dependants
interests Debt securities issued by, and loans to, dependants 26

Shares 27

Other group Debt securities issued by, and loans to, group undertakings 28
undertakings and
participating
interests Participating interests 29

Debt securities issued by, and loans to, undertakings in 30
which the company has a participating interest

Total sheet 1 (11 to 30) 39

Retums under Insurance companies Legislation rUtl1l I~

(Sheet 1)
Analysis of admissible assets

Name of company Prudential Annuities Limited
, !

Global business

Financial year ended 31st December 1998

Category of assets Total other than long term business assets

i .

Company
registration
number GUUKlCM

Period ended
day month year Units

Cat~y
of
ass.ta

-,

5



I

R13
I

2554213
I

GL
I

31
I

12
I

1998
I

£000
I

1

Investments (continued)
As at the end of As at the end of

Deposits with ceding undertakings
this financial the previous

Assets held to cover linked liabilities
year year

1 2

Equity shares 41

Other shares and other variable yield securities 42

Holdings in collective investment schemes 43

Rights under derivative contracts 44

Approved securities 45 93735 8785

Fixed interest

Debt securities and
Other 46 32540 41164

other fixed income
securities Approved securities 47 157397 184568

Variable interest

Other 48 59145 42331

Other financial
investments Participation in investment pools 49

Loans secured by mortgages 50 2975

Loans to public or local authorities and nationalised 51
industries or undertakings

Other loans
Loans secured by policies of insurance issued by the 52company

Other 53

Deposits with Wrthdrawal subject to a time restriction of one month or less 54 20000
approved credit
institutions and
approved financial

Wrthdrawal subject to a time restriction of more than oneinstitutions 55month

Other 56

Deposits with ceding undertakings 57

Index linked 58

Assets held to match linked liab~ities
Property linked 59

Provision for unearned premiums 60

Claims outstanding 61

Reinsurers' share of technical provisions
Provision for unexpired risks 62

Other 63

Total sheet 2 (41 to 63)
69 342817 299823

t-<etums uno er Insurance \,.,UIII/Jdll'.,,,,"""~'''''CI''UII (Sheet 2)
Analysis of admissible assets

Name of company Prudential Annuities Limited

Global business

Financial year ended 31st December 1998

Category of assets Total other than long term business assets
Company
registration
number GUUKlCM

Period ended
dilY ..IVlld. )'t:idl Units

Category
of
assets

f

6



I
R13

I

2554213
I

GL
I

31
I

12
I

1998
I

£000
I

1

I As at the end of I As at the end of i
Debtors this financial the previous!

i

Other assets
year year i

1 2 !

Debtors arising out Policyholders 71
Iof direct insurance

operations
Intermediaries 72

I

Salvage and subrogation recoveries 73
1

Debtors arising out
Due from ceding insurers and intermediaries under reinsurance business 74

Iof reinsurance
accepted

operations
Due from reinsurers and intermediaries under reinsurance contracts ceded 75

Due in 12 months or less after the end ofthe financial year 76
Due from
dependants

Due more than 12 months after the end of the financial year 77
Other debtors

Due in 12 months or less after the end of the financial year 78 76 90476

Other
Due more than 12 months after the end ofthe financial year 79

I

Tangible assets 80

Deposits not subject to time restriction on withdrawal, with approved credit 81 59343
Cash at bank and institutions and approved financial institutions and local authorities
in hand

Cash in hand 82 I
Other assets (particulars to be specified by -way of supplementary note) 83

Accrued interest and rent 84 3086 . 2551

Prepayments and
Deferred acquisition costs 85accrued income

Other prepayments and accrued income 86

Deductions (under regulations 57(2)(b) and 57(3) of the Insurance Companies Regulations 871994) from the aggregate value of assets

Total sheet 3 (71 to 86 less 87) 88 62505 93027

Grand total of admissible assets (39+69+88) 89 405322 392850

Total admissible assets (as per tine 89 above) 91 405322 392850

Total assets in excess ofthe admissibility limits of Schedule 12 ofthe Insurance Companies 92Regulations 1994, (as valued in accordance with those Regulations before applying admissibility fimits)

Solvency margin deduction for insurance dependants 93

Other differences in the valuation of assets (other than for assets not valUed above) 94

Assets of a type not valued above, (as valued in accordance with the shareholder accounts rules) 95

Total assets determined in accordance with the shareholder accounts rules (91 to 95) 99 405322 392850

J"'(elur'l~ U'IUt::l 11I::'UIdlll,;t:: VUlllfJClIIIC;:' ~C~J;:'IClUVII
(Sheet 3)

Analysis of admissible assets

Name of company Prudential Annuities Limited

Global business

Financial year ended 31st December 1998

Category of assets Total other than long term business assets
Company
registration
number GUUKlCM

Period ended
day month yea I Units

Category
of
assets

, ;

I
I
J

Reconciliation to asset values determined in accordance with the
shareholder accounts rules

\ .~

Amounts included in line 89 attributable to debts due from related companies, other than those under
contracts of insurance or reinsurance

100 76 42986

7



I
R13

I

2554213
I

GL
I

31
I

12
I

1998
I

£000 ; 10

As at the end of I As at the end of

I

this financial the previous
Investments year year

1 2
I

Land and buildings 11

UK insurance Shares 21

dependants
22Debt securities issued by, and loans to, dependants

Other insurance
Shares 23

dependants
24Debt securities issued by, and loans to, dependants

Investments in Shares 25
group undertakings Non-insurance
and participating dependants
interests Debt securities issued by, and loans to, dependants 26

Shares 27

Other group Debt securities issued by, and loans to, group undertakings 28
undertakings and
participating
interests Participating interests 29

Debt securities issued by, and loans to, undertakings in 30
which the company has a participating interest

Total sheet 1 (11 to 30) 39

lsneet 1) i
LAnalysis of admissible assets

Name of company Prudential Annuities Limited

Global business

Financial year ended 31st December 1998

Category of assets Total long term business assets

Company
registration
number GUUKlCM

Period ended
day month year Units

Category
of
assets

,
-

; -

8



I
R13

I

2554213
1

GL
I

31
I

12
I

1998
I

£000
I

10
II

Investments (continued)
As at the end of As at the end of

Deposits with ceding undertakings
this financial the previous

Assets held to cover linked liabilities
year year

1 2

Equity shares 41

Other shares and other variable yield securities 42

Holdings in collective investment schemes 43

Rights under derivative contracts 44

Approved securities 45 926180 880758
Fixed interest

Debt securities and
Other 46 6410029 4699661

other fixed income
securities Approved securities 47 45323 14500

Variable interest

Other 48 26388 14645
Other financial
investments Participation in investment pools 49

Loans secured by mortgages 50 329319 265402

Loans to public or local authorities and nationalised 51 5780 5427
industries or undertakings

Other loans
Loans secured by policies of insurance issued by the

52company

Other 53

Deposits VIIiIh Withdrawal subject to a time restriction of one month or less 54 81582 46660
approved credit
institutions and
approved financial

Withdrawal subject to a time restriction of more than oneinstitutions 55month

Other 56

Deposits VIIiIhceding undertakings 57

Index linked 58 618705 429200
Assets held to match linked liab~ities

Property linked 59

Provision for unearned premiums 60

Claims outstanding 61

Reinsurers' share of technical provisions

Provision for unexpired risks 62

Other 63

Total sheel2 (41 to 63) 69 8443306 6356253

Retums under Insurance Companies Legislation rU1I1I I ~

(Sheet 2)
Analysis of admissible assets

Name of company Prudential Annuities Limited

Global business

Financial ye~r ended 31st December 1998

Category of assets Total long term business assets

Company
registration
number GUUKlCM

Period ended
day month y..." Units

Category
of
assets

9
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R13

I

2554213
I

GL
I

31
I

12
I

1998
I

'
1

£000 I 10I
I

As at the end of i As at the end of

Debtors
this financial the previous

Other assets
year year

1 2

Debtors arising out Policyholders 71 22 I

of direct insurance
i

operations Intermediaries 72
I,
I

Salvage and subrogation recoveries
73

I

Debtors arising out
Due fromcedinginsurersand intermediariesunderreinsurancebusiness 74 2300 47661

of reinsurance
accepted

operations Due from reinsurers and intermediaries under reinsurance contrads ceded 75

Due in 12 months or less after the end of the financial year 76 i
Due from

I

dependants
Due more than 12 months after the end of the financial year 77

i

Other debtors
Due in 12 months or less after the end of the financial year 78 23816

I

15474

Other
Due more than 12 months after the end of the financial year 79

Tangible assets
80

Deposits not subject to time restridion on withdrawal, with approved credit 81 94370

Cash at bank and institutions and approved financial institutions and local authorities
in hand

Cash in hand 82

Other assets (particulars to be specified by way of supplementary note)
83

Accrued interest and rent 84 197859 172392

Prepayments and
Deferred acquisition costs 85

accrued income

Otherprepaymentsand accrued income 86

Deductions(underregulations57(2)(b)and 57(3)ofthe InsuranceCompaniesRegulations 87
1994)fromthe aggregate valueofassets

Totalsheet 3 (71to 86 less 87)
88 223997 329897

Grand total of admissible assets (39+69+88)
89 8667303 6686150

Totaladmissibleassets (as per line89 above)
91 8667303 6686150

Totalassets inexcess ofthe admissibilitylimitsofSchedule 12ofthe InsuranceCompanies 92
Regulations1994,(as valuedinaccordancewiththose Regulationsbeforeapplyingadmissibilitylimits)

Solvency margin deduction for insurance dependants
93

Other differences in the valuation of assets (other than for assets not valued above)
94 71 12010

Assets of a type not valued above. (as valued in accordance with the shareholder accounts rules)
95

Totalassets determinedinaccordancewiththe shareholderaccounts rules (91to 95)
99 8667374 6698160

t<etums unaer Insuranc~ vUIIIt-"ClIIIC;:) L..'i;O~I"'I(..oI.Io.I~11 (Sheet 3)

Analysis of admissible assets

Name of company Prudential Annuities Limited

Global business

Financial year ended 31st December 1998

Category of assets Total long term business assets
Company
registration
number GUUKlCM

Period ended
day month year Units

Category
of
assets

"
,

Reconciliation to asset values determined In accordance with the
shareholder accounts rules

Amounts included.in line 89 attributable to debts due from related companies, other than those under
contracts of insurance or reinsurance

100 6027 381

10
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R14
I I I

I
12

I

I I

102554213 GL 31
I

1998 £000

As at the end of As at the end of Source
this financial the previous

year year
1 2

Mathematical reserves, after distribution of surplus 11
I

8604184 6663862 See Instruction2

Cash bonuses which had not been paid to policyholders prior to end of 12 See Instruction 3the financial year

Balance of surplusl(valuation deflC~) 13 See Instruction 4

Long term business fund carried forward (11 to 13) 14 8604184 6663862 See Instruction 5

Claims outstanding which
Gross amount 15

had fallen due for payment
Reinsurers' share 16before the end of the

financial year
Net (15-16) 17

Provisions for Taxation 21
other risks and
charges

Other 22
I

!
Depos~sreceivedfromreinsurers 23

I

Direct business 31 11 !
Arising out of '
insurance Reinsurance accepted 32 !operations

Reinsuranceceded 33
'

Creditors and Secured 34
I

other Debenture I

liabilities loans
Unsecured 35

Amounts owed to cred~ inst~utions 36 55622

Taxation 37
Other creditors

Other 38 7486 22288

Accruals and deferred income 39

Provision for adverse changes (calculated in accordance with regulation 4161 ofthe InsuranceCompaniesRegulations1994)

Totalother insuranceand non-insuranceliabilities(17to 41) 49 63119 22288

Excess ofthe valueof net admissibleassets 51 See Instruction6

Totalliabilities and margins 59 8667303 6686150

Amounts included in line 59 attributable to tiabil~ies to related companies, 61 7481 2397other than those under contracts of insurance or reinsurance

Amounts included in line 59 attributable to tiabil~ies in respect of property 62linked benefits

Long term business liabilities and margins

Name of company Prudential Annuities Limited

Global business

Financial year ended 31st December 1998

Category of assets Total long term business assets

Company
registration
number GLJUKlCM

Period ended
day month year Units

Category
of
assets

Amount of any additional mathematical reserves included in tine 51 which
have been taken into account in the appointed actuary's certificate See Instruction 7

11
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R15
I

2554213
I I

31
I

I

1998
I

GL 12
I

£000

As at the end of

I

As at the end of
this financial the previous

year year
1

I

2

Provisionforunearned premiums 11

Claims outstanding 12

Technical
Provision for unexpired risks 13

provisions Credit business 14(gross
amount) Equalisation provisions

Other than credit business 15

Other 16

Total (11 to 16) 19

Provisions for Taxation 21
other risks
and charges Other 22

Deposits received from reinsurers 31

Direct business 41

Arising out of insurance operations Reinsuranceaccepted 42

Reinsuranceceded 43

Secured 44
Debenture loans

Creditors Unsecured 45

Amounts owed to credit institutions 46

Taxation 47 7752

Other creditors Recommendeddividend 48

Other 49 121 38174

Accruals and deferred income 51

Total (19to 51) 59 7873 38174

Provision for adverse changes (calculated in accordancewith regulation61 of the 61Insurance Companies Regulations 1994)

Cumulative preference share capital 62

Subordinated loan capital 63

Total (59 to 63) 69 7873 38174

Liabilities (other than long term business)

Name of company Prudential Annuities Limited

Global business

Financial year ended 31st December 1998
Company
registration
number GUUKlCM

Period ended
day month year Units

r.

Amounts included in line 69 attributable to liabilities to related companies, other than
those under contracts of insurance or reinsurance

71 121 38007

12



~R16
I

2554213
I

GL
I

31 112
I

1998 £000

: I
This financial Previous I Source

year year

I

' c

E
E

1 2 Cl> :::>
b c -0
l.L. ~<..)

Transfer (to )/from the From Form 20 11
I

20 . 59

general business technical
account

Equalisation provisions 12
I

Transfer from the long term business revenue account 13 3014 (205884) 40. 26

Income 14 15386 24152

Investment income
Value re-adjustments on

15 20557 18557investments

Gains on the realisation of
16 22180 15143investments

Investment management charges,
17 198 189including interest

Investment Value re-adjustments oncharges investments 18

Loss on the realisation of
19investments

Allocated investment return transferred to the general
20 20 . 51business technical account

Other income and charges (particulars to be specified by 21 (75) (74)
way of supplementary note)

Profit or loss on ordinary activities before tax
29 60864 (148295)(11+12+13+14+15+16-17-18-19-20+21)

Tax on profit or loss on ordinary activities 31 18091 (49845)

Profit or loss on ordinary activities after tax (29-31) 39 42773 (98450)

Extraordinary profit or loss (particulars to be specified by 41way of supplementary note)

Tax on extraordinary profit or loss 42

Other taxes not shown under the preceding items 43

Profit or loss for the financial year (39+41-(42+43) 49 42773 (98450)

Dividends (paid and proposed) 51

Profit or loss retained for the financial year (49-51) 59 42773 (98450)

r-."-- -
.....

Profit and loss account (non-technical account)

Name of company Prudential Annuities Limited

Global business

Financial year ended 31st December 1998
Company
registration
number GLJUKlCM

Period ended
day month year Units

13



I
R40

I

2554213
I

GL
I

31 112
I

1998
I

£000
I

OB
I

1
I

0

The financial Previous year
year

Items to be shown net of reinsurance ceded
1 2

Earned premiums 11 989450 882711

Investment income receivable before deduction of tax 12 521938 454679

Increase (decrease) in the value of non-linked assets brought into account 13 1000259 598508

Increase (decrease) in the value of linked assets 14

Other income 15

Total income (11 to 15) 19 2511647 1935898

Claims incurred 21 539195 473078

Expenses payable 22 27224 15198

Interest payable before deduction of tax 23 1241 553

Taxation 24 651 159

Other expenditure 25

Transfer to (from) non technical account 26 3014 (205884)

Total expenditure (21 to 26) 29 571325 283104

Increase (decrease) in fund in financial year (19-29) 39 1940322 1652794

Fund brought forward 49 6663862 5011068

Fund carried forward (39+49) 59 8604184 6663862

Long term business: Revenue account

Name of company Prudential Annuities Limited

Global business

Ordinary business

Financial year ended 31st December 1998

Name and number of fund Ordinary Branch Long Term 1

Company
registration
number GUUKlCM

Period ended
day month year Units OBIIB

No of No of
fundi part of
Summary Fund

-

14



I

R41
I

2554213
I

GL
I

31 12
I

1998
I

£000
I

OB
I

1
I

0

Gross Payable to or Net of
recoverable from reinsurance

reinsurers (1-2)

1 2 3

Lifeassurance and Single premium 11
general annuity

contracts Regular premium 12

Pension business
Single premium 13 989450 989450

contracts

Regular premium 14

Pennanent health
Single premium 15

Earned contracts

premiums in
Regular premium 16

the financial

Iyear Single premium 17
Other contracts

Regular premium 18

Single premium 19 989450 989450

Total premiums

Regular premium 29

Total premiums at UK contracts 31 989450 989450
lines 19 and 29

attributable to
Overseas contracts 32

Commission payable inconnection with 41 2050 2050
acquisition of business

Other commission payable 42

Management expenses inconnection with
43 6860 6860

Expenses
acquisition of business

payable in
Management expenses inconnection with

the financial
maintenance of business

44 10394 10394
year

Other.management expenses 45 7920 7920

Total expenses (41 to 45) 49 27224 27224

Total expenses at UK contracts 51 27224 27224
line49 attributable

to
Overseas contracts 52

-,

L -.. Longterm business: Analysis of premiums and expenses

Name of company Prudential Annuities Limited
i)

Global business

Ordinary business
, 1

Financial year ended 31st December 1998

Name and number of fund Ordinary Branch Long Term 1

Company
registration
number GUUKlCM

Period ended
day month year Units oene

No of No of
fundi part of
Summary Fund

rj

15
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R42
I

2554213
I

GL 31 112
I
1998

I

£000
I

OB
I

1 0

Gross ~ecoverable Net c'

Claims incurred in the financial year
from reinsurers reinsur a"': f'

(1-21
1 2 3

On death 11

By way of lump sums on maturity 12

By way of annuity payments 13
Life
assurance By way of payments arising from other 14and annuity insured events
contracts

On surrender or partial surrender 15

Total life assurance and annuity 19claims (11 to 15)

On death 21 2027 2027

By way of lump sums on vesting 22 1864 1864
Pension
business By way of vested annuity payments 23 534356 136 534220
contracts

On surrender or partial surrender 24 1084 1084

Total pension business claims (21 to 24) 29 539331 136 539195

By way of lump sums 31
Permanent
health By way of periodical payments 32
contracts

Total permanent health claims (31+32) 39

By way of lump sums 41

Other By way of periodical payments 42
contracts

Total claims (41+42) 49

Total claims (19+29+39+49) 59 539331 136 539195

Total claims at line UK contracts 61 539331 136 539195

59 attributable to
Overseas contracts 62

Long term business: Analysis of claims

1
L

Name of company Prudential Annuities Limited

Global business

Ordinary business

Financial year ended 31st December 1998

Ordinary Branch Long Term 1Name and number of fund

Company
registration
number GUUKlCM

Period ended
day month year Units oana

No of No of
fundi part of
Summary Fund

f

,
L
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~ , PRUDENTIAL ANNUITIES LIMITED

Returns for the year ended 31 December 1998

Supplementary notes to the returns

Form 9

,
.:
i

!
,7

0903 Other orders under Section 68, Insurance Companies Act 1982 (as amended)

( j

! I
.. J

(a)

~

{

t ,

\ I
1 !
I

"1 !

(b)

I

i .

. .

I
t

" Form 10

1001

The Secretary of State, on the application of the Company, made an order on 1
August 1992 pursuant to section 68 of the Insurance Companies Act 1982
directing that section 31 of the Insurance Companies Act 1982 should not
apply to the Company in respect of transactions entered into by the Company
with The Prudential Assurance Company Limited, Prudential Holbom
Pensions Limited and Prudential Pensions Limited pursuant to the reassurance
agreements dated 1 August 1992.

The Secretary of State, on the application of the Company, issued to the
Company in December 1995 an Order under section 68 of the Insurance
Companies Act 1982 requiring the Company to calculate the rates of interest
to be used in calculating the present value of future payments by or to the
Company on the aggregate yield basis defined as that rate of interest which
equates the discounted value of the aggregate cash flows on the relevant asset
portfolio with the total market value of that portfolio.

Reconciliation to shareholder accounts

r
\ r

1998
£'OOOs

1997
£'OOOs

Net assets per HMI'return
Line 99 on form 13 (OL TB)
Line 59 on form 15

405,322
(7,873)

397,449

392,850
(38,174)
354,676

Per shareholder accounts
Capital and reserves 612,179 561,136

Difference
Additional reserves held in long term fund 214,730 206,460
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Supplementary notes to the returns (continued)

Form 13

Notes 1301 to 1306 apply to the other than long term business fund.

1301 The Company held £11m in unlisted securities.

1304 Amounts due to or from the Company have been set off to the extent permitted by
generally accepted accounting principles.

1305 The maximum permitted exposure to anyone counterparty other than short term
deposits with an approved credit institution is set at 5% of the long term business
amount. Maximum permitted exposure to anyone approved credit institution is set at
20%. There were no breaches of these limits during the year.

1306 No counterparty exposure at the year end exceeded 5% of the long term business
amount. Counterparty limits set were not exceeded during the year.

Notes 1308 to 1312 apply to the long term business fund.

1308 The Company held £493m in unlisted securities.

1309 The Company held £1,344m in hybrid securities.

1310 Amounts due to or from the Company have been set off to the extent permitted by
generally accepted accounting principles.

1311 The maximum permitted exposure to anyone counterparty other than short term
deposits with an approved credit institution is set at 5% of the long term business
amount. Maximum permitted exposure to anyone approved credit institution is set at
20%. There were no breaches of these limits throughout the year. ':

1312 No counterparty exposure at the year end exceeded 5% of the long term business
amount. Counterparty limits set were not exceeded during the year.

T..

I

18



Supplementary notes to the returns (continued)

Fonn 14

1401 No derivatives were held by the long tenn fund at any time during the year and
therefore no provision for adverse changes is required.

1402 (a) There were no charges attributable to the long tenn business assets.

(b) The long tenn fund does not attract tax (other than irrecoverable tax credits on
franked investment income), and therefore no provision, potential or otherwise, has
been made for any liability to tax which might arise if the company disposed of its
assets at the values stated in this return.

(c) There were no contingent liabilities at the year end.

\ j
(d) There were no guarantees, indernnities or other contractual commitments other
than in the ordinary course of insurance business and in respect of related companies.

! .\
Fonn 15

1501 No derivatives were held by the other than long tenn fund at any time during the year
and therefore no provision for adverse changes is required.

1502 (a) There were no charges attributable to the other than long term business assets.

(b) The total potential liability to taxation on capital gains which might arise if the
company disposed of its assets was £1,lOOk. No provision has been made at the year
end.

(c) There were no contingent liabilities at the year end.

(d) There were no guarantees, indemnities or other contractual commitments other
than in the ordinary course of insurance business and in respect of related companies.

Form 16

1601 Revenue account items are translated at rates ruling on the transaction date.

1603 Balances in line 21 relate to management expenses.

Form 17

1700 As all figures, including comparatives, are zero for the long term form 17 and other
than long term form 17, these forms have been omitted.

19
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Supplementary notes to the returns (continued)

Form 40

4008 Management services are provided to the Company for day to day administration from
The Prudential Assurance Company Ltd (the immediate holding company), Prudential
Financial Services Ltd, Prudential Portfolio Managers Ltd and Prudential Services
Ltd, all being group companies.

f

-

c
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PRUDENTIAL ANNUITIES LIMITED

(a)
,

(i)

i J (ii)

(iii)

(b)

Returns for the year ended 31 December 1998

Statement required by Regulation 23 of the Insurance Companies (Accounts and
Statements) Regulations 1996

Investment guidelines

As requested by Regulation 23 of the Insurance Companies (Accounts and
Statements) Regulations 1996, the investment guidelines for the use of derivative
contracts for both long term and other than long term funds are set out below. These
are fully explained in the Company's Investment Management Agreement with its
fund manager and are consistent with the investment strategy.

Derivatives may be used for the purpose of efficient portfolio management or to
reduce risk, specific examples being to hedge cash flows, or control the risk profile of
an identified strategy.

A number of restrictions on the use of derivatives have been agreed with the
Company's fund managers and can only be overruled by prior agreement between the
two parties:

all derivatives that impose obligations on the fund must be strictly covered.

all derivative contracts must satisfy the definition of approved under
Regulation 55 of the Insurance Companies Regulations 1994 (as amended).

the maximum allowable exposure to counterparties should not be exceeded.

only certain permitted exchanges and contracts can be used.

Convertible corporate bonds. have been held in the long term fund. The total value of
these bonds on form 13 is £100,670,000.

Derivatives where exercise is unlikely

There are no specific guidelines for the use of contracts not reasonably likely to be
exercised. However the Investment Management Agreement only allows the use of
derivatives for the purpose of efficient portfolio management or to reduce risk and the
Company's investment managers work within these constraints. During 1998 no such
contracts were used.

21



(c)

(d)

(e)

. (t)

(g)

(h)

(i)

Quantification of derivatives in (b) above

No such contracts were used.

Effect on form 13 at 31 December 1998 of exercising derivatives where it would
be prudent to assume options would be exercised.

No derivatives were held at the year end.

Effect on form 13 at 31 December 1998 of exercising all derivatives

No derivatives were held at the year end.
rt

Effect on form 13 under the conditions noted in (d) and (e) above at any other
time during the year.

No derivatives were held during the year.

Maximum exposure r

No derivatives were held during the year or at the year end.

Derivatives not covered by paragraph (2) of regulation 55 of, or paragraph 15 of
Schedule 10 to, the Insurance Company Regulations

No such contracts have been entered into during 1998.

Consideration for granting rights under derivative contracts

No rights under derivative contracts have been granted.

I,

'r",
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In the case of each person who was a shareholder controller of
the Company at 31 December 1998:

The percentage of the voting
power which he was entitled

The percentage of shares he at that time to exercise, or
held at that time in the control the exercise of, at any

Persons who, to the knowledge ofthe Company, have been, at Company, or in another general meeting of the
any time during the year ended 31 December 1998, a company of which the Company, or another
shareholder controller of the Company. Company was a subsidiary company of which it was a

undertaking, either alone or subsidiary undertaking,
(shown separately) with any either alone or (shown
associate or associates separately) with any associate

or associates

The Prudential Assurance Company Limited, being its immediate
holding company 100010 100%

Prudential Corporation plc, being its ultimate holding company 100% I000/0

0.,

PRUDENTIAL ANNUITIES LIMITED

Returns for the year ended 31 December 1998

Statement in accordance with Regulation 24 of The Insurance Companies (Accounts
and Statements) Regulations 1996

Additional information on shareholder controllers

We confirm that the following is a list of:

(a) Persons who, to the knowledge of Prudential Annuities Limited ("the Company"), han:
been, at any time during the year ended 31 December 1998, a shareholder controller of thl:
Company; and

(b) In the case of each person who was a shareholder controller of the Company at 31
December 1998:

(i) the percentage of shares he held at that time in the Company, or in another company
of which the Company was a subsidiary undertaking; and

, . (ii) the percentage of the voting power which he was entitled at that time to exercise. or
control the exercise of, at any general meeting of the Company, or another company
of which it was a subsidiary undertaking;

in each case, either alone or with any associate or associates.
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PRUDENTIAL ANNUITIES LIMITED

Returns for the year ended 31 December 1998

Statement of information on the Appointed Actuary pursuant to Regulation 31 of the
Insurance Companies (Accounts and Statements) Regulations 1996

P J Nowell: Appointed Actuary to 3 July 1998

The Company has made a request to the Appointed Actuary to furnish to it the particulars
specified in Regulation 31(1) of the above Regulations. r
The information provided is as follows:

(a) The Appointed Actuary had an interest in shares in Prudential Corporation as follows:

At beginning of year
115,978

At cessation of appointment
98,160

At end of year
61,548

-
(b) The Appointed Actuary had an interest in shares held in trust, representing the

maximum award that could be made if performance requirements under the Prudential
Restricted Share Plan are met of shares in Prudential Corporation plc as follows;

At beginning of year
52,271

At cessation of appointment
70,446

At end of year
70,446

(c) Throughout the year the Appointed Actuary held options granted under the Prudential
Executive Share Option Scheme to subscribe for shares in Prudential Corporation plc
as follows:

Number of Shares Exercise Price Exercise Dates

27,000
88,000
13,000
34,000

201p
328p
309p
296p

Between May 1995 and May 2002
Between October 1996 and October 2003
Between April 1997 and April 2004
Between October 1997 and October 2004

(d) Throughout the year the Appointed Actuary held options granted under the Prudential
Savings-Related Share Option Scheme to subscribe for shares in Prudential
Corporation plc as follows;

Number of Shares Exercise Price Exercise Dates

5,769
4,477
1,566
2,267
2,172

156p
201p
249p
344p
359p

Exercised February 1998
Between November 1998 and May 1999
Between June 2001 and December 2001
Between June 2003 and December 2003
Between December 2003 and May 2004
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Statement required by Regulation 31 (continued)

(e)

(ii)

The Appointed Actuary had no interest in the shares in or debentures of any other
group company.

The aggregate amount of

(i) any remuneration and the value of any other benefits (other than a pension or
other future or contingent benefit) for services as the Appointed Actuary to the
Company, and

any emoluments, pensions or compensation as director of the Company which
are required by Part 1 of Schedule 6 to the Companies Act 1985 (as amended
by the Companies Act 1989) to be included in a note to the accounts of the
Company

receivable by the Appointed Actuary in respect of the year was £225,079.

Additionally, the Appointed Actuary is a member of the Prudential Staff Pension
Scheme and contributions in respect of the year were paid by the Company together
with AVC payments made by the Appointed Actuary.

(t) The following life and general insurance policies issued by the Company subsisted
throughout the year:

(i)

(ii)

(iii)

(iv)

(v)

four endowment assurance with-profits policies maturing between 2010 and
2013 with participating sums assured totalling £11,190 and annual premiums
of£551.

three temporary assurance without-profits policies expiring between 2005 and
2014 with sums assured totalling £122,395 and annual premiums of £326.

a home insurance policy covering buildings, household contents and personal
effects.

two motor insurance policies.

one endowment assurance with-profits policy matured during the year with a
participating sum assured of £6,515 and an annual premium of £276.
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Statement required by Regulation 31 (continued)

DJ Belsham: Appointed Actuary from 3 July 1998

The Company has made a request to the Appointed Actuary to furnish to it the particulars
specified in Regulation 31(1) of the above Regulations.

The information provided is as follows:

(a) The Appointed Actuary had an interest in shares in Prudential Corporation as follows:

At beginning of year
26,778

At date of appointment
30,241

At end of year
24,761

(c) The Appointed Actuary had an interest in shares held in trust, representing th~.
maximum award that could be made if performance requirements under the Prudential
Restricted Share Plan are met of shares in Prudential Corporation plc as follows:

At beginning of year
22,049

At date of appointment
33,593

At end of year
33,593

(c) Throughout the year the Appointed Actuary held options granted under the Prudential
Executive Share Option Scheme to subscribe for shares in Prudential Corporation plc
as follows:

Number of Shares Exercise Price Exercise Dates

25,000 256p Between October 1997 and October 2002

(d) Throughout the year the Appointed Actuary held options granted under the Prudential
Savings-Related Share Option Scheme to subscribe for shares in Prudential
Corporation plc as follows:

Number of Shares Exercise Price Exercise Dates

1,306
2,005
1,922
454

264p
344p
359p
759p

Exercised June 1998
Between June 2001 and December 2001
Between December 2001 and May 2002
Between June 2003 and December 2003 -
granted June 1998

The Appointed Actuary had no interest in the shares in or debentures of any other
group company.
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Statement required by Regulation 31 (continued)

(e) The aggregate amount of

(i)

(ii)

any remuneration and the value of any other benefits (other than a pension or
other future or contingent benefit) for services as the Appointed Actuary to the
Company, and .

any emoluments, pensions or compensation as director of the Company which
are required by Part 1 of Schedule 6 to the Companies Act 1985 (as amended
by the Companies Act 1989) to be included in a note to the accounts of the
Company

receivable by the Appointed Actuary in respect of the year was £151,694.

Additionally, the Appointed Actuary is a member of the Prudential Staff Pension
Scheme and contributions in respect of the year were paid by the Company.

(t) The following life and general insurance policies issued by the Company subsisted
throughout the year:

(i)

(ii)

(iii)

(iv)

three endowment assurance with-profits policies maturing between 2009 and
2011 with participating sums assured totalling £18,720, non participating
minimum death benefits of £48,000 and annual premiums of £776.

two without-profits term assurance policies on the lives of the Appointed
Actuary and his partner expiring in 2011 with sums assured totalling £202,000
and annual premiums of £457.

a home insurance policy covering buildings, household contents and personal
effects.

a motor insurance policy.
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Valuation Report (continued)

(2)

7. (1)

(2)

(3)

(4)

(5)

(6)

(7)

(8)

(g) Not applicable.

(h) No reserve is held.

Not applicable. ,,
"

See Fonns 51 and 54.

PMA92 and PFA92 refer to the Proposed New Tables for Life Office Pensioners,
Nonnal, Male and Female, based on 1991-94 Experiences, published in the
Continuous Mortality Investigation (CM!) Reports No.16. Projected values for
the year 1999 were derived using the mortality improvement factors presented at
the CM! seminar on 7 December 1998.

J

All business is written in the UK and UK-based mortality tables have been used.
l

'--~

The mortality assumptions for annuities in payment allow for future mortality
improvement at a prudent rate, in excess of that implicit in the tables derived from
CM! Reports No.lO and 16. For annuity contracts in defennent a further
deduction of 0.25% from the valuation rates of interest of 5.3% (Fixed) and
2.05% (Index-Linked) has been made to allow for expected mortality
improvements prior to vesting.

,
,j

No allowance is made or reserve is held, in addition to the assumptions in 7 (4)
above, in respect of possible changes in the incidence of disease or development
in medical science.

The scenarios tested were:
(a) a 20% decrease in fixed interest yields and a 25% decrease in real yields on

index-linked stocks.
Cb) a 3 percentage points increase in fixed interest yields and a 25% increase in

real yields on index-linked stocks.
Scenario (a) was the most onerous. ..

Projected cashflows from the assets held and future liability payments are
calculated. An iterative method is used to calculate the reserve that is required to
eliminate:

any shortfall in the revised value of the assets compared to that of the
liabilities, and

. any reinvestment loss arising because asset and liability cashflows were
unequal

under each investment scenario.

A total reserve of £180,039,000 is held at 31 December 1998.

(a) No other assumptions are changed.

..
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8. (a)

(b)

(c)

(d)

9. (a)

(b)

;
,

~

Valuation Report (continued)

(9)

10. (1)

(2)

(3)

(b) See answer to 7 (7) above. The reserve shown there includes the provision in
respect of Regulations 75(a) and 75(b).

(c) Under the scenario which produces the most onerous requirement:

(i) the aggregate amount of the long tenn liabilities increased by
£850,901,000 after allowing for the release of the mismatching reserve.

(ii) the aggregate amount of the assets backing these liabilities increased by
£991,230,000

Liabilities are all in sterling covered by sterling assets. There is therefore no
currency mismatching.

Not applicable.

See Fonns 51.

Not applicable.

Not applicable.

See Fonn 54 and 6 (1) above.

The annuity loadings in 10 (1) w:e calculated without assuming any contribution
from the loadings in new business written after the valuation date.

A real discount rate of 2% p.a. was used to convert prudent per policy renewal
expenses into percentage of annuity loadings.
The implicit per policy loadings at the end of 1998, before inflation, were
approximately:

Fixed Immediate Annuities -IFAs/Group £22 p.a.
Fixed Immediate Annuities -Direct Sales £19 p.a.
Linked Immediate Annuities £28 p.a.

Deferred annuities costs were assumed to be £ 1 p.a. per life during defennent and
then as IFNGroup lA's in possession.
Additionally an allowance was made for current systems developments.

Based on the annualised annuity payments, in payment and defennent, at
31 December 1998, the amount released to meet renewal expenses over 1999 is
£7,440,000.

New business premium rates incorporate a charge to cover acquisition and set-up
costs.
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Valuation Report (continued)

(4)

11. (1)

(2)

12.

The annuity loadings in 10 (1) are calculated without assuming any contribution
from the loadings in new business written after the valuation date.

Not applicable.

Not applicable.

Long tenn business is reassured on a facultative basis to a remsurer, who is
authorised to carry on business in the UK.

13. to 16. Not applicable.

17.

18.

19.

20.

21. (1)

(2)

22.

23.

See Fonn 46.
Group non-profit deferred annuities are not included in Fonn 46. These consist of
1,408 schemes covering an estimated 87,696 lives, and 2,232 individual
arrangements for non-linked contracts and 18 individual arrangements for linked
contracts at 31 December 1998.

See Fonn 47. Group non profit.

See Fonns 48 and 49. No derivative contracts were held to cover long tenn
liabilities at 31 December 1998.

-

See Fonns 51 and 54.
On Fonn 54 the figures shown in column 7 are the amounts of annuity per annum
in payment; the figures in columns 11 and 12 are the total net liability including
allowance for future mortality and expenses.

See Fonn 57.

Yields have been adjusted to allow for default on fixed-interest and RPI linked
assets other than government securities. This adjustment has been detennined
having regard to the nature of the portfolio and credit rating agency default
probabilities. The yields shown in Fonn 57 Column 2 were calculated just as they
would have been if the section 68 order were not in force. However, the aggregate
yields on the portfolio were used to derive the valuation rates of interest in Fonn
57 Row31.

(3) No such assets were held.

See Fonn 58.

See Fonn 60.

D J Belsham, Appointed Actuary
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I
R46

I

2554213
I

GL
I

31 112 ,
1998

,
£000

I

UK NL
I

Life assurance and general Pensions business Permanent health Other
~annuity

-,

No of Annual No of Annual No of Annual No of ..--'contracts premiums contracts premiums contracts premiums contracts p--
1 2 3 4 6 6 7 .

In force at beginning of year 11 330583 2

- --
New business and increases 12 45069

---
Net transfers and other

13alterations 'on'

--
Total 'on' (12+13) 19 45069

Deaths 21 10654
I

Other insured events
i

22
I

Maturities 23 3 1

Surrenders 24

Forfeitures 25

Conversions to paid-up
26policies for reduced benefits

Net transfers, expiries and
27other alterations 'off'

Total 'off' (21 to 27) 29 10657 1

In force at end of year
39 364995(11+19-29) 1

rVIIII..O

Long term business: Summary of changes in ordinary long term business

Name of company Prudential Annuities Limited

Global business

United Kingdom business

Non-linked

Financial year ended 31st December 1998

Company
registration
number GUUKlCM

Period ended
day month year Units UKlOS NULN

, ,
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I R46
I

2554213
I

GL
I

31 112
I

199B
I

£000
I

UK
I

LN

Life assurance and general Pensions business Pennanent health Other business
annuity

No of Annual No of Annual No of Annual No of Annual
contracts premiums contracts premiums contracts premiums contracts premiums

1 2 3 4 6 6 7 8

In force at beginning of year 11 2057

New business and increases 12 1141

Net transfers and other 13alterations 'on'

Total 'on' (12+13) 19 1141

Deaths 21 62

Other insured events 22

Maturities 23

Surrenders 24

Forfeitures 25

Conversions to paid-up 26policies for reduced benefits

Net transfers, expiries and 27other alterations 'off'

Total 'off (21 to 27) 29 62

In force at end of year
39 3136(11+19-29)

t'(eturn:s UIIUf::. III::::JUldlll,;t::' VUIII...,aIIlOC::;~ L.t;;;;~I~ICH.IVII

Long term business: Summary of changes in ordinary long term business

Name of company Prudential Annuities Limited

Global business

United Kingdom business

Linked

Financial year ended 31st December 1998

Company
registration
number GUUKlCM

Period ended
day month year Units UKlOS NULN
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R48
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2554213
I

GL
r

31 112
T

1998
I

£000 ! 10

Value of Expected Yield %
admissible income from

assets as shown admissible
Type of asset on Form 13 assets

1 2 3

Land and buildings 11

Approved securities 12 946642 59126 5.30
Fixed interest
securities

Other 13 6571776 439832 6.01

Variable interest and Approved securities 14 48401 1416 2.34
variable yield securities
(excluding items shown
at line 16)

Other 15 28899 1392 4.11

Equity shares and holdings in collective investment
16schemes

Loans secured by mortgages 17 333293 24520 7.45

Producing income 18 87362 5387 6.17
All other assets

Not producing income 19 32225

Total (11 to 19) 29 8048598 531673 5.93

L Returns under Insurance Companies Legislation ~orm 4~

\
L

Long term business: Expected income from admissible assets not held to match liabilities in respect of linked
benefits '

Name of company Prudential Annuities Limited

r
I ;

LJ

Global business

Financial year ended 31st December 1998

I ) Category of assets Total long term business assets
L-!

\
!

~-,)f

Company
registration
number GUUKlCM

Period ended
day month year Units

Category
of assets

,
\I ., !

Li

i j

I I~ 1i..-....
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I
R56 I 2554213

I

GL
I

31 112
I

1998
I

£000 I UK
I

11
I

Name of index Value of assets

I

Gross derivative
link or liabilities value

Type of assets and liabilities

I

1 2 3

Government and public body index linked bonds RPI 394432

Corporate index linked bonds RPI 215855

Deposits with credit institutions RPI 8418

Sub total assets 618705

Sub totalliabiJities

Sub total net assets 618705

Total assets 618705

Total liabilities

Net total assets 618705

(Sheet 1)
Long term business: Analysis of assets and liabilities matching investment liabilities in respect of index linked
benefits

Name of company Prudential Annuities Limited

Global business

United Kingdom business

Financial year ended 31st December 1998

Category of surplus 11: Global Business (Issued in the United Kingdom)

Company
registration
number GUUKlCM

Period ended
day month year Units UKlOS

Category
of Surplus

I

42
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a egory 0 surp us 12: Ordinary Branch

l R58 I I ,
31 I I ILong Term 2554213 GL 12 1998 £000 12

Fund carried forward 11 8604184

Bonus payments made to policyholders in anticipation of a surplus 12

Transfers out of fund/ Transfer to non-technical account 13 3014
parts of fund

Transfer to other funds/parts of funds 14,
Net transfer out of funds/parts of funds (13+14) 15 3014

Valuation result Total (11+12+15) 16 8607198

Mathematical reserves for accumulating with profit policies 17

Mathematical reserves for other non linked contracts 18 7958413

Mathematical reserves for property linked contracts 19

Mathematical reserves for index linked contracts 20 645771

Total (17 to 20) 21 8604184
~UrpIUSInclualngconnngency an~ ~merreserves nell;!lowaras me

29 3014solvency margin (deficiency) (16-21)

Balance of surplus brought forward unappropriated from last valuation 31

Transfers into fund/part Transfer from non-technical account 32
of fund

Composition of Transfer from other funds/parts of fund 33
surplus

Net transfer into fund/part of fund (32+33) 34

Surplus arising since the last valuation 35 3014

Total (31+34+35) 39 3014

Bonus payments made to policyholders in anticipation of a surplus 41

Cash bonuses 42

Allocated to Reversionary bonuses 43
policyholders by way of

Other bonuses 44

Distribution of Premium reductions 45
surplus

Total allocated to policyholders (41 to 45) 46

Net transfer out of fund/part of fund 47 3014

Total distributed surplus (46+47) 48 3014
Balance of surplus (including contingency and other reserves held

49towards the solvency margin) carried forward unappropriated

Total (48+49) 59 3014

Percentage of distributed surplus allocated to policyholders of fund/part of fund 61

Corresponding Latest (year of valuation 1998 ) 62percentage at
thre~ immediately Earlier (year of valuation 1997 ) 63prevIous
valuations

64Earliest (year of valuation 1996)

I - - --.;:;1--'------ rUrllI ;;)0

Long term business: Valuation result and distribution of surplus

Name of company Prudential Annuities Limited

Global business

Financial year ended 31st December 1998 Company
registration
number GUUKlCM

Period ended
day month year Units

Category
of surplus

C t f
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PRUDENTIAL ANNUITIES LIMITED

Returns for the year ended 31 December 1998

Supplementary notes to Schedule 4

Fonn 48

4801 The amounts of accrued interest included in the value of admissible assets is:

Line
12
13
14
15
17

Description
Fixed interest - approved securities
Fixed interest - other securities
Variable interest - approved securities
Variable interest - other securities
Loans secured by mortgages

- 1998
£'000

20,462
161,747

3,078
2,511
3,974

These amounts are included in line 84 on fonn 13.

4802 There are two assets where the payment of interest is in default. The expected income
from these assets has been reduced to nil.
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PRUDENTIAL ANNUITIES LIMITED

Returns for the year ended 31 December 1998

Directors' Certificate pursuant to Regulation 28(a) of the Insurance Companies
(Accounts and Statements) Regulations 1996

We certify that:

1. (a) in relation to the part of this return comprising Forms 9, 10, 13 to 17 and 40 to
42 (and the supplementary notes thereto) and statements required by
Regulations 23 and 24 of the Insurance Companies (Accounts and Statements)
Regulations 1996:

(i) the return has been prepared in accordance with the Regulations as
modified by the orders referred to in supplementary note 0903 on Page
17 issued under Section 68 of the Insurance Companies Act 1982;

(ii) proper accounting records have been maintained and adequate
information has been obtained by the Company; and

r

(iii) an appropriate system of control has been established and maintained
by the Company over its transactions and records;

(b) in respect of the Company's business which is not excluded by Regulation 32
of the Insurance Companies Regulations 1994, the assets held throughout the
financial year enabled the company to comply with regulations 27 to 31
(matching and localisation) of those Regulations; and

(c) in relation to the statement required by regulation 31 of the Insurance
Companies (Accounts and Statements) Regulations 1996 that:

(i) for the purpose of preparing the statement, proper accounts and records
have been maintained; and

..
L.

(ii) the information given has been ascertained in conformity with that
Regulation.

.
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Certificate required by Regulation 28(a) (continued)

2.

3.

(c)

(d)

(e)

(f)

the margin of solvency required by section 32 of the Insurance Companies Act 1982
has been maintained throughout the financial year.

(a) the requirements of sections 28 to 31 of the Insurance Companies Act 1982
have been fully complied with and in particular that, subject to the provisions
of section 29(2) to (4) and section 30, assets attributable to long term business.
the income arising therefrom, the proceeds of any realisation of such assets and
any other income or proceeds allocated to the long term business funds haw
not been applied otherwise than for the purpose of the long term business;

(b) any amount payable from or receivable by the long term business funds in
respect of services rendered by or to any other business carried on by tht:
Company or by a person who, for the purposes of section 31 of the Insurance:
Companies Act 1982, is connected with it or is a subordinate company of it
has been determined and where appropriate apportioned on terms which arc
believed to be no less than fair to those funds, and any exchange of assets
representing such funds for other assets of the Company has been made at fair
market value;

no guarantees have been given by the Company of the performance by a
related company of a contract binding on the related company which would
fall to be met by any long term business fund;

no intemallinked funds are maintained;

the return in respect of long term business is not distorted by agreements with
any other company carrying on insurance business with which the Company
has financial, commercial or administrative links or by any arrangements
which could affect the apportionment of expenses and income; and

the Company has fully complied with the requirement of section 31A of the
Insurance Companies Act 1982.
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Certificate required by Regulation 28(a) (continued)

4. (a)

(b)

the systems of control established and maintained by the Company in respect
of its business complied at the end of the financial year with the following
published guidance:

(i) Prudential Guidance Note 1994/6 - Systems of control over the
investments (and counterparty exposure) of insurance companies with
particular reference to the use of derivatives; and

(ii) Money Laundering - Guidance Notes for the Financial Sector (revised
and consolidated June 1997)

f

and it is reasonable to believe that those systems continued to so comply
subsequently and will continue to so comply in fuwre;

the return has been prepared in accordance with the following published
guidance:

(i)

(ii)

(iii)

..............................

J K Elbourne
Director

5 May 1999

Prudential Guidance Note 1995/1 - Guidance for insurance companies
and auditors on the Valuation of Assets Regulations;

Prudential Guidance Note 1995/3 -The use of derivatives in insurance
funds; and

Prudential Guidance Note 1998/1 -The preparation of annual returns to
the Insurance Directorate ofHM Treasury.

. .....-.. ..............................

D J Belsham
Director

A P Rutherford
Secretary

c

I

52



'j

L.

I ,

t. PRUDENTIAL ANNUITIES LIMITED

f

i
L.

Returns for the year ended 31 December 1998

Appointed Actuary's Certificate pursuant to Regulation 28(b) of the Insurance
Companies (Accounts and Statements) Regulations 1996

I certify that:

(a)

'.
.J

(b)

(i) in my opinion proper records have been kept by the Company adequate for the
purpose of the valuation of the liabilities of its long term business;

(ii) the mathematical reserves as shown in Form 14 constitute proper provision at
31 December 1998 for the liabilities (other than the liabilities which had fallen
due before 31 December 1998) arising under or in connection with contracts for
long term business including the increase in those liabilities arising from the
distribution of surplus as a result of the investigation as at 31 December 1998 into
the financial condition of the long term business;

(iii) for the purposes of sub-paragraph (ii) above, the liabilities have been assessed in
accordance with Part IX of The Insurance Companies Regulations 1994 (as
amended) in the context of assets valued in accordance with Part VIII of those
Regulations, as shown in Form 13;

(iv) the valuation complies with the guidance notes "GNl: Actuaries and Long Term
Insurance Business" issued by the Faculty and Institute of Actuaries dated 1
December 1998 and "GN8: Additional Guidance for Appointed Actuaries and
Appropriate Actuaries" issued by the Faculty and Institute of Actuaries, dated 1
September 1996;

(v) in my opinion, premiums for contracts entered into during the financial year and
the income earned thereon are sufficient, on reasonable actuarial assumptions, and
taking into account the other financial resources of the Company that are
available for the purpose, to enable the Company to meet its commitments in
respect of these contracts and, in particular, to establish adequate mathematical
reserves.

the amount of the required minimum solvency margin applicable to the Company's
long term business immediately following 31 December 1998 (including the amount
resulting from any increase in liabilities arising from a distribution of surplus as a result
of the investigation into the financial condition of the long term business) is
£344,152,000.

D J Belsham
Appointed Actuary
5 May 1999
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PRUDENTIAL ANNUITIES LIMITED
L

Financial Year ended 31 December 1998

Report of the auditors to the directors pursuant to Regulation 29 of the Insurance
Companies (Accounts and Statements) Regulations 1996

We have examined the documents prepared by the Company pursuant to section 17 of the
Insurance Companies Act 1982 (the Act) and the Insurance Companies (Accounts and
Statements) Regulations 1996 (the Regulations);

. Forms 9, 10, 13 to 17 and 40 to 42 (including the supplementary notes thereto) ("th~
Forms");

. the statement required by Regulation 23 on pages 21 to 22 ("the statement"); and

. the certificate signed in accordance with Regulation 28(a) on pages 50 to 52 ("the
certificate").

In the case of the certificate, our examination did not extend to:

(a) Paragraph 1 in relation to the statements required by Regulations 24 and 31 ;
concerning shareholder controllers and the Appointed Actuary;

(b) Paragraph 4(a) in so far as it relates to controls with respect to Money Laundering.

Respective responsibilities of the Company and its auditors

The Company is responsible for the preparation of an annual return (including the forms.
statements and the certificate) under the provisions of the Act and the Regulations. The
requirements of the Regulations have been modified by Orders issued under section 68 of the
Act in August 1992 and December 1995, referred to in supplementary note 0903 on page 17.
Under regulation 5 the Forms and statements are required to be prepared in the manner
specified by the Regulations and to state fairly the information provided on the basis required
by the Regulations.

It is our responsibility to form an independent opinion as to whether the Forms and
statements meet these requirements, and in the case of the certificate whether it was or was
not unreasonable for the persons giving the certificate to have made the statements therein,
and to report our opinions to you.

Basis of opinions

We conducted our audit in accordance with Bulletin 1998/3 "Auditors reports on regulatory
returns made under the Insurance Companies Act 1982" issued by the Auditing Practices
Board. Our work included examination, on a test basis, of evidence relevant to the amounts
and disclosures in the Forms and statements. The evidence included that previously obtained
by us relating to the audit of the financial statements of the company for the financial year on
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which we reported on 24 February 1999. It also included an assessment of the significant
estimates and judgements made by the Company in the preparation of the Forms and
statements.

We planned and performed our work so as to obtain all the information and explanations
which we considered necessary in order to provide us with sufficient evidence to give
reasonable assurance that the Forms and statements are free from material misstatement,
whether caused by fraud or other irregularity or error, and comply with Regulation 5.

In the case of the certificate, the work performed involved a review of the procedures
undertaken by the signatories to enable them to make the statements therein, and does not
extend to an evaluation of the effectiveness of the company's internal control systems.

In giving our opinion we have relied on the certificate of the appointed actuary on page 53
with respect to the mathematical reserves and the required minimum margin.

Opinions

In our opinion:

(a) the Forms and statements fairly state the information provided on the basis required
by the Regulations as modified and have been properly prepared in accordance with
the provisions of those Regulations; and

(b) according to the information and explanations received by us:

(i) the certificate has been properly prepared in accordance with the provisions of
the Regulations; and

(ii) it was not unreasonable for the persons giving the certificate to have made the
statements therein.

PricewaterhouseCoopers
Chartered Accountants
and Registered Auditors
Southwark Towers
32, London Bridge Street
London SEl 9SY

5 May 1999

55



.
l

r

L

p'....

.


	page 1
	Images
	Image 1

	Titles
	PRUDENTIAL 
	.;..J 
	,j 
	1998 
	Prudential Annuities Limited 
	L . 
	deposited with HM Treasury 
	SCHEDULES 1, 3, 4 AND 6 (PARTS " 11 & Ill) 
	, . 
	of The Insurance Companies (Accounts and Statements) Regulations 1996 (as amended) 
	For the year ended 31 December 1998 
	Prudential Annuities Limited 
	~ 
	:x: 


	page 2
	Titles
	..... 


	page 3
	Titles
	j i 
	t ~\ 
	Prudential Annuities Limited 
	Year ended 31 st December 1998 
	Contents 
	, Fonn 10 
	Fonn 14 
	I 
	; . 
	~. 
	Schedule 4 
	Fonn 48 
	.< Fonn 49 
	Fonn 51 
	Fonn 60 
	Schedule 6 
	Analysis of admissible assets 
	Long tenn business: Analysis of claims 
	Notes to Schedules I and 3 of the return 
	Statement of infonnation on the Appointed Actuary 
	Abstract of the valuation report 
	Long tenn business: Valuation summary of index linked contracts 
	Long tenn business: Matching rectangle 
	Page 
	16 
	38 
	39 
	54 


	page 4
	Images
	Image 1

	Titles
	Retums under Insurance ...,ompalll~::> L..t::!::j'::>IQUUO I 
	Statement of solvency 
	Name of company 
	Prudential Annuities Limited 
	Global bU$iness 
	Financial year ended 
	31st December 1998 
	GUUKlCM 
	R9 
	2554213 
	GL 
	I 31 
	Units 
	11 
	Required minimum margin 
	Total of ava~bIe assets and implicit items (25+31+32+33) 
	34 
	397449 
	354676 
	Required minimum margin 
	CONTINGENT LIABILITIES 

	Tables
	Table 1
	Table 2
	Table 3
	Table 4
	Table 5


	page 5
	Titles
	I I 
	~!qbal business 
	luimcial year ended 
	Prudential Annuities Limited 
	31st December 1998 
	........................................................... 
	, , 
	. ........................................................ 
	, .~ 
	. ........................................................ 
	; flay 1999 
	J K Elbourne 
	Director 
	D J Belsham 
	Director 
	A P Rutherford 
	Secretary 


	page 6
	Images
	Image 1

	Titles
	Statement of net assets 
	Name of company 
	Prudential Annuities Limited 
	Global business 
	Financial year ended 
	31 st December 1998 
	GUUKlCM 
	Units 
	Represented by: 
	- ! 

	Tables
	Table 1
	Table 2
	Table 3
	Table 4


	page 7
	Titles
	Retums under Insurance companies Legislation 
	Analysis of admissible assets 
	Name of company 
	Prudential Annuities Limited 
	, ! 
	Global business 
	Financial year ended 
	31st December 1998 
	Category of assets 
	Total other than long term business assets 
	i . 
	GUUKlCM 
	Units 
	-, 

	Tables
	Table 1


	page 8
	Titles
	t-<etums uno er Insurance \,.,UIII/Jdll'.,,,, """~'''''CI''UII 
	(Sheet 2) 
	Analysis of admissible assets 
	Name of company 
	Prudential Annuities Limited 
	Global business 
	Financial year ended 
	31st December 1998 
	Category of assets 
	Total other than long term business assets 
	GUUKlCM 
	Units 

	Tables
	Table 1


	page 9
	Titles
	J"'(elur'l~ U'IUt::l 11 I::'UIdlll,;t:: VUlllfJClIIIC;:' ~C~J;:'IClUVII 
	(Sheet 3) 
	Analysis of admissible assets 
	Name of company 
	Prudential Annuities Limited 
	Global business 
	Financial year ended 
	31st December 1998 
	Category of assets 
	registration 
	GUUKlCM 
	Units 
	\ .~ 
	100 
	76 
	42986 

	Tables
	Table 1
	Table 2


	page 10
	Titles
	lsneet 1) 
	Analysis of admissible assets 
	Name of company 
	Prudential Annuities Limited 
	Global business 
	Financial year ended 
	31st December 1998 
	Category of assets 
	Total long term business assets 
	GUUKlCM 
	Units 
	, - 
	; - 

	Tables
	Table 1


	page 11
	Titles
	Retums under Insurance Companies Legislation 
	Analysis of admissible assets 
	Name of company 
	Prudential Annuities Limited 
	Global business 
	Financial ye~r ended 
	31st December 1998 
	Category of assets 
	Total long term business assets 
	GUUKlCM 
	Units 

	Tables
	Table 1


	page 12
	Titles
	t<etums unaer Insuranc~ vUIIIt-"ClIIIC;:) L..'i;O~I"'I(..oI.Io.I~11 
	(Sheet 3) 
	Analysis of admissible assets 
	Name of company 
	Prudential Annuities Limited 
	Global business 
	Financial year ended 
	31st December 1998 
	Category of assets 
	GUUKlCM 
	Units 
	100 
	6027 
	381 
	10 

	Tables
	Table 1
	Table 2


	page 13
	Images
	Image 1

	Titles
	Long term business liabilities and margins 
	Name of company 
	Prudential Annuities Limited 
	Global business 
	Financial year ended 
	31st December 1998 
	Category of assets 
	Total long term business assets 
	GLJUKlCM 
	Units 
	See Instruction 7 
	11 

	Tables
	Table 1
	Table 2


	page 14
	Titles
	Liabilities (other than long term business) 
	Name of company 
	Prudential Annuities Limited 
	Global business 
	Financial year ended 
	31 st December 1998 
	GUUKlCM 
	Units 
	71 
	121 
	38007 
	12 

	Tables
	Table 1


	page 15
	Titles
	r-."-- - ..... 
	Profit and loss account (non-technical account) 
	Name of company 
	Prudential Annuities Limited 
	Global business 
	Financial year ended 
	31 st December 1998 
	GLJUKlCM 
	Units 
	13 

	Tables
	Table 1


	page 16
	Images
	Image 1

	Titles
	Long term business: Revenue account 
	Name of company 
	Prudential Annuities Limited 
	Global business 
	Ordinary business 
	Financial year ended 
	31st December 1998 
	Name and number of fund 
	Ordinary Branch Long Term 1 
	GUUKlCM 
	Units 
	OBIIB 
	No of No of 
	14 

	Tables
	Table 1


	page 17
	Images
	Image 1

	Titles
	-, 
	L -.. 
	Long term business: Analysis of premiums and expenses 
	Name of company 
	Prudential Annuities Limited 
	i) 
	Global business 
	Ordinary business 
	, 1 
	Financial year ended 
	31st December 1998 
	Name and number of fund 
	Ordinary Branch Long Term 1 
	GUUKlCM 
	Units 
	oene 
	No of No of 
	15 

	Tables
	Table 1


	page 18
	Images
	Image 1

	Titles
	Long term business: Analysis of claims 
	Name of company 
	Prudential Annuities Limited 
	Global business 
	Ordinary business 
	Financial year ended 
	Name and number of fund 
	GUUKlCM 
	Units 
	oana 
	No of No of 
	16 

	Tables
	Table 1


	page 19
	Titles
	PRUDENTIAL ANNUITIES LIMITED 
	Returns for the year ended 31 December 1998 
	Supplementary notes to the returns 
	Form 9 
	0903 Other orders under Section 68, Insurance Companies Act 1982 (as amended) 
	(a) 
	1 ! 
	(b) 
	. . 
	Form 10 
	1001 
	The Secretary of State, on the application of the Company, made an order on 1 
	Reconciliation to shareholder accounts 
	612,179 
	561,136 
	214,730 
	206,460 
	17 


	page 20
	Titles
	Supplementary notes to the returns (continued) 
	Form 13 
	Notes 1301 to 1306 apply to the other than long term business fund. 
	1301 
	The Company held £11m in unlisted securities. 
	Notes 1308 to 1312 apply to the long term business fund. 
	1308 The Company held £493m in unlisted securities. 
	1309 The Company held £1,344m in hybrid securities. 
	18 


	page 21
	Titles
	Supplementary notes to the returns (continued) 
	F onn 14 
	1402 (a) There were no charges attributable to the long tenn business assets. 
	(c) There were no contingent liabilities at the year end. 
	\ j 
	! .\ 
	F onn 15 
	1501 
	1502 (a) There were no charges attributable to the other than long term business assets. 
	(c) There were no contingent liabilities at the year end. 
	Form 16 
	1601 
	Revenue account items are translated at rates ruling on the transaction date. 
	1603 Balances in line 21 relate to management expenses. 
	Form 17 
	19 


	page 22
	Titles
	Supplementary notes to the returns (continued) 
	Form 40 
	20 


	page 23
	Titles
	PRUDENTIAL ANNUITIES LIMITED 
	(a) 
	(i) 
	i J 
	(ii) 
	(iii) 
	(b) 
	Returns for the year ended 31 December 1998 
	Investment guidelines 
	all derivatives that impose obligations on the fund must be strictly covered. 
	the maximum allowable exposure to counterparties should not be exceeded. 
	only certain permitted exchanges and contracts can be used. 
	Derivatives where exercise is unlikely 
	21 


	page 24
	Titles
	(c) 
	(d) 
	(e) 
	(t) 
	(g) 
	(h) 
	(i) 
	Quantification of derivatives in (b) above 
	No such contracts were used. 
	No derivatives were held at the year end. 
	Effect on form 13 at 31 December 1998 of exercising all derivatives 
	No derivatives were held at the year end. 
	No derivatives were held during the year. 
	Maximum exposure 
	No derivatives were held during the year or at the year end. 
	No such contracts have been entered into during 1998. 
	Consideration for granting rights under derivative contracts 
	No rights under derivative contracts have been granted. 
	I, 
	22 


	page 25
	Titles
	PRUDENTIAL ANNUITIES LIMITED 
	Returns for the year ended 31 December 1998 
	Additional information on shareholder controllers 
	We confirm that the following is a list of: 
	, . 
	in each case, either alone or with any associate or associates. 
	23 

	Tables
	Table 1


	page 26
	Titles
	PRUDENTIAL ANNUITIES LIMITED 
	Returns for the year ended 31 December 1998 
	P J Nowell: Appointed Actuary to 3 July 1998 
	The information provided is as follows: 
	(a) 
	The Appointed Actuary had an interest in shares in Prudential Corporation as follows: 
	(b) 
	(c) 
	Number of Shares 
	Exercise Price 
	Exercise Dates 
	(d) 
	Number of Shares 
	Exercise Price 
	Exercise Dates 
	Exercised February 1998 
	24 


	page 27
	Titles
	\ .~ 
	lj 
	Statement required by Regulation 31 (continued) 
	(e) 
	(ii) 
	The aggregate amount of 
	(i) 
	receivable by the Appointed Actuary in respect of the year was £225,079. 
	(t) 
	(i) 
	(ii) 
	(iii) 
	(iv) 
	(v) 
	two motor insurance policies. 
	25 


	page 28
	Titles
	Statement required by Regulation 31 (continued) 
	DJ Belsham: Appointed Actuary from 3 July 1998 
	The information provided is as follows: 
	(a) 
	The Appointed Actuary had an interest in shares in Prudential Corporation as follows: 
	(c) 
	(c) 
	Number of Shares 
	Exercise Price 
	Exercise Dates 
	25,000 
	256p 
	Between October 1997 and October 2002 
	(d) 
	Number of Shares 
	Exercise Price 
	Exercise Dates 
	Exercised June 1998 
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	(e) 
	The aggregate amount of 
	(i) 
	(ii) 
	receivable by the Appointed Actuary in respect of the year was £151,694. 
	(t) 
	(i) 
	(ii) 
	(iii) 
	(iv) 
	a motor insurance policy. 
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	(2) 
	(5) 
	(6) 
	(7) 
	(8) 
	(g) Not applicable. 
	(h) No reserve is held. 
	Not applicable. 
	" 
	See Fonns 51 and 54. 
	All business is written in the UK and UK-based mortality tables have been used. 
	The scenarios tested were: 
	.. 
	A total reserve of £180,039,000 is held at 31 December 1998. 
	(a) No other assumptions are changed. 
	.. 
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	(9) 
	10. (1) 
	(2) 
	(3) 
	(c) Under the scenario which produces the most onerous requirement: 
	(i) 
	(ii) 
	Not applicable. 
	See Fonns 51. 
	Not applicable. 
	Not applicable. 
	See Fonn 54 and 6 (1) above. 
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	(4) 
	11. (1) 
	(2) 
	12. 
	Not applicable. 
	Not applicable. 
	13. to 16. Not applicable. 
	17. 
	20. 
	See Fonn 46. 
	See F onn 47. Group non profit. 
	liabilities at 31 December 1998. 
	See Fonns 51 and 54. 
	See Fonn 57. 
	(3) 
	No such assets were held. 
	See Fonn 58. 
	See Fonn 60. 
	D J Belsham, Appointed Actuary 
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	PRUDENTIAL ANNUITIES LIMITED 
	Returns for the year ended 31 December 1998 
	Supplementary notes to Schedule 4 
	Fonn 48 
	4801 The amounts of accrued interest included in the value of admissible assets is: 
	Line 
	Description 
	These amounts are included in line 84 on fonn 13. 
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	PRUDENTIAL ANNUITIES LIMITED 
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	We certify that: 
	1. 
	(a) 
	(i) 
	(ii) 
	(iii) 
	(b) 
	(c) 
	(i) 
	(ii) 
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	(d) 
	(e) 
	(f) 
	(a) 
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	no intemallinked funds are maintained; 
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	4. 
	(a) 
	(b) 
	(i) 
	(ii) 
	(i) 
	(ii) 
	(iii) 
	.............................. 
	5 May 1999 
	. .....-.. 
	.............................. 
	52 


	page 53
	Titles
	PRUDENTIAL ANNUITIES LIMITED 
	Returns for the year ended 31 December 1998 
	I certify that: 
	(a) 
	'. .J 
	(b) 
	(i) 
	(ii) 
	(v) 
	53 


	page 54
	Titles
	PRUDENTIAL ANNUITIES LIMITED 
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	. the statement required by Regulation 23 on pages 21 to 22 ("the statement"); and 
	In the case of the certificate, our examination did not extend to: 
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	(b) 
	Paragraph 4(a) in so far as it relates to controls with respect to Money Laundering. 
	Respective responsibilities of the Company and its auditors 
	by the Regulations. 
	Basis of opinions 
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	In our opinion: 
	(a) 
	(b) 
	according to the information and explanations received by us: 
	(i) 
	(ii) 
	5 May 1999 
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