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“The aim of this annual report is to update

investors on the main factors and management

actions that influenced and alfected Prudential

Corporation in 1993,

ST o AT g g L)

Prudential is a long-term business and oue
strategy and actions have long-term aims and
effects. The theme of this year's annual report

is planning for the futue,
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Prudential Corporation ple is onc of the ten

largest life insurance compauies in the world,

it has funds under management of over

£75 billion, tepresenting the savings and
investments of eight million customers

worldwide,
Prudential’s business is focused on the United

| T SO

Kingdom, where itis market leader, North

America and the Asian and Southern Pacific
markets, 1ts main activitics are meeting medium §
to long-term savings, inancial security and §
investment needs in these key markets. §
Mercantile & Generl, one of the worlds ]
leading reinsurance companies, is also part of i
the Prudential Group. 5
Mindful of the responsibilities of managing the ?
savings ol eight million customers, Prudential 'r
places a particular emphasis an maintaining and f
developing its reputation for integrity and fair ’
dealing which has been built up over neacly ‘L
150 years, f
}
B

)y
151 3 ‘ - -
W J‘;:'i:i 2 . L i

b S 3 (1 . : X v y &I o
SHAR oot . . st ] 8RS,




e T e e s ST

Ml’!‘:ﬁnir%y - -

v,.l.

sE
n,‘}‘ Y

Contents.

FINDOCIA] OVEIVIEW  ceu e wrr rer 00 a0 aan For ran 6 = 100 018 SR8 bee 600 540 RAB ARN PR S1F S ARD Cax T3 Rk SRR ira (06
THe PrUBIEREA] GIOUR wee s or srv ses 16 0n 518 0m 0r 153 nan eas sim 410 4na 60 350 447 P16 SR8 fun €00 480 W08 bea 300
ENIEMNANTS SEALEMENY 1ia ves ves sor sin see 1in tmx san som 15 50+ 4 an0 A% ARE Lum Bpm 03 200 1Rk
Group Chief Executive’s Review . i v,
Board of Directors
Ditectors’ Repoit v v

EORTON TN I

[ - N

) tve ron en sen v b ik e eb s rha cha ee i 0E aRE ph sen v rne awe 8 S ahdpenaes B

Statutory Basls Financial Statements

Contolidnted Profit ANU LOSS ACCOUNT  wx vee are aen e a0t as as win sru se ses sae s 1ab e 26 wen sow san 7ea 30
statement of Total Recognised Gains ANd LOSSES o vn wun aee ner in on ban 000 ana oo onn 500 010 ann smy ree 30
Consolidater! BalaNee SHEE 1ir van vre aee 10x bux vas ane 510 erd 2o0 wea 000 ume bar ass mam 308 2on nn
Recontlilation of Movement [n Shareholders' Capital and Rescrves,.
Balance Sheet of the Company ...
Generat Insurance and Shareholders’ Cash FIW SIAREMENT  ros s or sew axe won ans mon e i sas o wee 33
ACCOUNMIING PONCIES ur sua nes o ar rie nar 508 400 080 kas S0t sko amn sug =08 =00 000 440 R0 A0h 420 4 o 000 000 L0k o e k1
Notes on the Financial Statements o v o " y e 36
seaternent of Dlrectors” Respensibllities ... re tae men RPN 1)
Report of the Auditors on the FINancial SEATeMENLS wu v w iy i i tmamn man aee stn v son g vee a7
FIVE YOOF ROVIE 1o ver s x ot con sra vas odb am atp bug 10t s su ns S0e sie 410 st 20n sen ses ma wne ote poa aos 100 B8

[N -

RN

EETEERTET e

Accrunls Basis Supplementary Information

LONG-ARTM BUSINESE REIUILE 1o sea cae wes mrn 10s sos sne van sor avm v 400 400 bt bas 20 00 nn mie ses dom wes s 40 so
BOVIEW OF RETUILS s wen suc sus sun vor ras mre 06 tu0 1be sme vie arw sur ew 60 shn a0sdan men PR —_ 1
Business Arem REVIBW i i 1es se ras min avn vanams wu v
Consolidated Profit and Logs ACCount w v e
statement of Total Recognised Gains and Losses ..
Summarised Cansolidated BalaNge SHEEt wuv viv wow ver wer san var 1 won wea min ben s e rs SR g e b 55
Recanciliation of Mavement in Sharchalders’ Capltal and RESEIVES vy s 1o 1 au s 11 v sae am o 55
The Accruals Basls of Financlal Reporting w. . vas b wa e o 56
Notes on the Supptementary Information . Vas a vag ornane we v 0 37
Report of the Auditars on the Supplementary [MIOTMBLON  weu v wuw sme vis sun en cae sar arn e vun 2 58

[T 1]

T

RTINS PR

Financial Calendar {Inslde back cover)

R b 1% %

Prudentinl Annual Repart

Peragential Corporation ple




N

Frudential Anpual Report

nancial Overview
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Profit Summary 1993 Jun2
Total operating profit £648m £4%7m
Profit on ordinary activities before tax £589m £4006m
Profit for the financlal year £396m £I8m
Earnings per sharg 21.0p 15.0p
Dividend per share 13,2p
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UK Life Sectar Market Capltaiisation (%)
a3 ot 31 Decombar 1993

London & Manchester 2 9
United Friendly 3 1
Refuge 33

Prudential 44 2
Bedtannic 54
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Group Structure
Prudencial is 2 divisionalised business with the

tollowing main operations;

United Kingdom: Home Service

The Home Service division provides savings,
investment, protection, home and motor
insurance products to individuals in the UK
via its dircee sales force. Hlome Service is the

biggest contriburor to Prudential’s profits.

United Kingdom:

Prudential Financial Sarvices

Prudential Financisl Services provides individual
and corporate pensions, life products and a range
of unit crusts, personal equity plans, currency and
money funds. These products are marketed via
Prudential’s direce sales force, independent

financial advisers, or directly to the consumer.

United States of America:

Jackson National Life

Jackson National Life is Prudential’s American
subsidiary, One of the leading providers of
fixed rate annuities, Jackson has a network

of 17 regional offices serving a distribution
channel of some 80,000 licensed agents. Since
acquisition in 1936 Jackson’s assets have grown
from USS$2 billion to U$$20 billion,

Asia and Southern Paciflc

Prudential has successful and growing
operations in Australia, New Zealand,

Hong Kong, Malaysia and Singapore. Prudential

now employs over 6,000 people in this region.

Other International Operations
Prudential also has operations in Canada, Iraly,

the Netherlands and the Republic of Ireland.
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Prudential Portfolio Managers
With funds of £74 billion, Prudential Portiolio

Mznaypers is one of the world's larpest
1% i

investment managers. In addition o investing
Pradential’s funds, PPM also manages the assets
of external cliencs, Based in London, PPPM also
has operations in Chicago, Toronto, Sydney and
Wellington (New Zealand).

Mercantile & General Reinsurance
Mercantile & General is the UKs lrgest
international reinsurance company, Although
M&G writes both long-term and general
reinsurance, 70 per cent of its premium income

derives from its long-term business.

Prudential Corporation ple 5,,,
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.+, Chairman’s Statement

1993 saw a very satisfaceory growth in statutory
pre-tax profits from {406 million in 1992 to
£3589 mitlion, with carnings per share rising
from [5.0 pence to 210 pence, We have
declared 4 final dividend of 8.7 penee, which
brings the total dividend for the year to 13.2
pence, an increase of 10.9 per cent. This
incretse is consistent with our policy of
providing sharcholders with dividends which
reflect the earnings from our major businesses,
1 wrote last year that it was our intention to
publish our results on a statutory basis and
accruals basis simultancously. This we have
done and the aceruals resules show profits
growing from £769 million to £995 million,
These very much improved results reflect
manageme 1 actions which are described in
detail in the Group Chiel Executive’s Review,
In the autumn of 1995 we moved our corporate
headquarters back to our historical home in
Holborn Bars, The refurbished building was
opened by Her Majesty The Queen on 13
October, We are very pleased chat Fler Majesty
honoured us in this way,

An important clement in the relatfonshup
between any financial insticution and its
customers is trust. Part of the process of
cstablishing trust berween consumers and
companies is an cifective regulatory
environment,

As we have said on many occasions, we support
strongly the objectives of the Financial Services
Act to give greater protection to the investor, at
the same time ensuring that costs are not
incurred without commensurate beneficand
frcedom of chioice is not unreasonably restricted,
There is a ¢lear perception that the current

regulatory system fias not worked well and this
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has led ro the proposition thata new regulatory
hady, the Persenal Investment Authority (PIA),
should be established to ke over life office
regulation. This leaves us with the choice of
joining the new organisation or being regulated
directly by the Secuarities and Investmencs
Board (S18). We have, after much
consideration, chosen to be directly regulated
by the SIB because we believe that the PIA is
constituted in such a way as to be inconsistent
with the principles and spirit underlying the
Financial Services Act.

Over the last 12 months there has been a greav
deal of debate about the selling of pensions,
particularly pension cransfers, We have always
issued very careful instructions to our sales force
about the selling of personal pensions and we
believe no specific provision needs to be made
against possible compensation clams for the
selling of pension teansfer products.

As part of the process of improving investor
protection, the SIB will, by the end of this year,
require all tife companies to disclose their
charges, and possibly also surrender values. to
customers at the point of sale. We support any
initintive that allows customers to gain a better
understanding of the product Lhey are
purchasing, and this should work to the benefit
of cusromers as well as ourselves, We shall
continue working with the SIB to achieve

this end,

As the process of regulation is further
developed, i is vital that the authoritics pay full
regard to the major contribution which the
insurance industry makes to the economy in the
provision of secvriry to individuals and to
businesses and in the generation of funds for

long-term nvestments,
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Tan: pleaszd to welcome Sir Martin Jacomb to
our board as a non-executive ditector. He is
currently chairmar of investment managers,
Postel, and his wide experience, particularly in
the area of financial services, will be of very
considerable value to us,

L also welcome as directors, Jim Sutcliffe, who is
deputy managing director of our Home Service
division, having previously been the chicl
operating officer of Jackson Natonal Life, and
John Maxwell, recently appointed corporate
development director, whose past experience
includes thag of chief executive of the
Provincial Group,

Three directors retire at the Annual General
Meeting: Mary Baker, who among many other
responsibilities was previously cheirman of the
London Tourist Board, joined our board In
1988; Sir Alex Jarratt, 2 board member since
19835, a foumer ¢hairman of Smiths Industries
and Reed International, who gave us valuable
service being twice a deputy chairman; Brian
Medhurst, an exceutive director, has had a long
and distinguished carcer with Prudential,
joining it 1038 as a trdinee actuary 4nd
occupying & wide variety of positions before
becoming head of our international operations
1 1982.1 take this opportunity to thank them
{or their help and wise advive over the years.
Michael Lawrence, our finance director, left the
board at the end of December and took up the
position of chief executive of the Stock
Exchange. Dusing his service with us he made a
valuable contribution te our affairs and we wish
him well in his new role.

Finally, I thank all the stafTof Prudential
throughout the world for their hard work and

their support in the past year,
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Prudential Annual Report

Group Chief Executive’s Review

introduction

In our 1992 anpual teport L bugan my review
by summarising the main clements of che
long-teem strategy we *ad formulated during
the previous year.,

Ducing 1993, slongside the day-te-day running
of our businesses, we have made great efforrs

to peess aheat with those aperational changes

Before reviewing progress towards achieving
these ambitions, however, 1 should refer to this
year's contemporaneous publication of the
results of our life assurance and pensions
busiiesses on both the conventional stacutory
basis and the experimental accruals basis,

We indicated our intention of doing this in last

I now wish to turn 0 1993 and propese to mal
my review in the context of the mator

geographical markets in which the Corporatio
operates. | shall begin with our most importan

marker, the United Kingdom.

we have deemed essentiat for delivering our year’s annual report, You will find the 1993

strategy. Accordingly this year [ propose to results on an accruals basis in a separate section
devore the greatest pact of my review to towards the back of this annual repore (pages 50
summarising that progress. However, to sct to 58). They were also published, in summary
these tchicvements in context 1 will reprise foran, when we announced our 1993 statutory
the stratepy. tesults on 22 March 1994,
The Corporation will devote its energy and By accelerating publication of this intormation
its resources to meeting and satistying the this year we are emphasising our conviction

medium- and long:-term savings, finangial that accruals accounting provides investors and

L

et Lot
P

security and retirement needs of individaals in management alike with insights into the
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its chosen markets. ds namics of our longer-term businesses.
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The markets we shall focus on into the medium- e have no doubt that stuclying the outputs
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to long-term future include the United of this method of accounting hias focused
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Kingdom, North America and the Asian and our minds and out actions to the benedit of our

Southern Pacific markets, We intend o susein,
develop and use the strengeh of the Prudential
brad. We also intend to hone our distribution
management skills, boost our marketing and

product development strengths and conscrve

-ustomers, ous shareholders and our business.
We are working with others in the industsy to
extend the adoption and publication of
essentially similar principles of accounting

alongside their existing reporting methods.

and enhance our fundamental and widcly We ate convinced that a general embracing

perceived financial strengeh. Finally we propose  of the new aceruals method will be an

to continue the global development of important step in providing the investment

Prudential Portfolio Managers, our invesement community with a much clearer insight into the

managemunt organisation. complexitics of our indusuy.
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Group Chief Executive’s Reviews

Statutory profits from our United Kingdom
savings and protection businesses rose modestly
by theee percent to £283 million. The bulk of
thus profit refleces the sharcholders’ share of
monies allocared from the Corporation’s long:
term life and pension fands o pay o policy-
holders their reversionary and terminal bonuses.
1o 1993, consistent with our policy of
smoothiug our retuens L out policyholders
with an eye to the lower nominal invesrment
cetarns we are anticipating and have 50 far
c,\'pcricncctl in che 1990s, we have lowered
reversionary bonuses and ceduced payouts for
shorter duration policies,

During the year Qur cusromers teansferred to
our care L4.4 billion. This included premiums
on new and existing life assutante and pensions
contracts and investments into our unit trusts,
Personal Equity Plans (PLIs) or other
investrient asrangements, This compares with

£37 billion received in 1992, In 1993 we paid

s

United Kingilom Saviags and pratection o
R

Total Recalpts from Custamers {€ hiltton}

250
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50
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United Kingdom: Savings and Protection Businesses

our through claims, muturities or to customers
liquidating their investments 22,7 billion,
compared with £2.4 tillion in 1992, Currently
we have some six million customers in the
United Kingdom who between them have

i excess of 14 mitlion savings ATANFEMEnLS
administered by us.

Overalt oue United Kingdom bushiess
experienced a small decling in the firse

years payments into new regular savings
armngements, These weee down three per

cent on 1992 to £322 million.

\We have found that during times of economic
seress and Jow consumer and saver confidence,
our customers are reluctant to contemplate the
commitment of regular savings. Such conditions
ruled tast year = though our sales were also
affected by other factors | shall refer to later,
By contrast, monies passed to us s single

prem ums were very huoyant showing 4

26 per cent ingrease to £2.7 million between

LT

§

3000

linited Kingdam Savings and protectlon
Regular Premlum Sales {& millian}

26 320 s i

9

1992 and 1993. These produets include
Pradence Bond {a umtised with-profits bond),
a sange of pensions products and the recently
introduced Distribution Bond.

We saw a significant shift towards unit-linhed
products in the second lialt of 1993 ta the
extent that sales of these products made up 28
per cent of annuatised (anaual premiums plus
10 per cent of single premiums) new business
during the year compared with uider 20 per
cent in 1992, Much of this prowth reflects the
launch af the Disteibution Bond. The laanch of
a Prudence Managed Bond early in 1994 shouald
help to maintain this momentnm.

Both eur United Kingdom retail savings
Jivisions made significant progress in
reorganising their affairs during 1993,

They intend ta contribute powerfully ta onr
strategic aim of enlarging and strengthening our

position in the United Kingdom market.

united Kingdom Savings and Protection
tingle Premlum Sates (£ wittion)
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Group Chief Exccutive’s Reviews

. United Kingdom: Savings

Sratutory profits fiom our Unnted Kingdom
savings and proteetion businesses cose modestly
by theee pes cent 0 £283 miltion. The bulk of
this profit rellects the shareholders” shace ¢f
monles allocated from the Corparation’s longr

term life and pension funds to pay our policy-

holders their reversionary and terminal bonuses.

1n 1993, consistent with our policy of
smoothing our returns to our policyholders
with an eye to the lower nominal investment
returns we ate anticipating and have so far
experienced in the 1000's, we have lowered
reversionary bonuses and reduced payouts for
shorter duration policies.

During the year ouk Customers transferred to
our cate L4 billion, This included premtums
on new and existing life ussurance and pensions
contracts nnd investments into our uit trusts,
Personal Bquity Plans (PLPs) or other
investment arrangements, This compares with

£3.7 bilkion received in 1992, 1n 1993 we pald

United Kingdom Savings and Protection
Total Recaipts from Customers {£ billlon)

=l

A4 3=
2t 300
1 230
13 200
11 150
00
s
0
] 90 " 92 93

3 Urited Kingdom Savings and protection
$-¥ Regular Premlum

N6

a8

and Protection Businesses

out through claims, maturitics o {0 Cuslomers
liidacing their investments £2,7 billion,
compared with £24 Biltion in 1992, Currently
we have some six million customers in the
Uinited Kingdom who between them luve

i1 excess of 14 million savings arrangements
administergd by us.

Grerall our United Kingdom husiness
experienced a small dectine in the tirst

yeary payments into new regulbar savings
arrangements, These were down three per
cent on 1992 to £322 million.

We have found that during times of cconomnic
steess and low consumec and saver contidence,
our customers are eeluctant to contemplare the
commutment of regular savings. Such conditinns
ruled last year ~ though our sales were also
aftected by other factoss [shall refer to later.,

By contrast, monics pns»cd 1o us as single
prem’nms were very buoyant showing a

26 per cont Hwense to £27 billion between

Sales (€ million)

339 333

120 1

6 2
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1992 apd 1993, These prodwts innde
Pradeuce Bond {a unitised with- protits bosd),
a tange of pensions products and the tecently
introduced Distribution Bond,

We saw a significant shift owards unit-linked
products in the second halt of 1993 to the
extent that sales of these products made up 28
percent of annualised {annual premiums plus
10 per cent of single premiums) new busingss

during the year compared with under 20 per

cent in 1992, Much of this growth reflects che
taunch of the Distribution Bond. The baunch of
2 Pradence Mapaged Bond early in 1994 should
help to maintain this momentum,

Both our United Kingdom retail savings
divisions made significant progress {a
reorganising their affairs during 193

They intend to contribute powertully to our
straregic aim of calarging and strengthening our

position in the tnited Kingdom market.

United Kingdom Savings and Protection !
singte Premlum Sales (€ mition}
154
2102
1430
59 1009
89 €N 91 [} )]



lome Servite
undamental struceural change aimed ac
mproving the quality of service to our
ustomers, expanding and improving the
roductivity of our sales force and reducing the
xpenses of the business have been recurring
aatures of Home Service's affairs in recent
ears. 1993 was no exceprion.
‘he districe office and feld management
sstructuring | eefereed to in last year's review
'as completed eacly in 1993, Immediately
ttention wened to a reorganisation of our sales
stce. The ¢entral objectives were w reduce
ngoing expenses by £100 million per annum
wd to increase our capacity to sell savings and
ivesement products which do not require us
reollece cash from vur eustomers, We had in
ind a deliberate te-orientation away from

2 smalt premium Industrial Branch {or cash
dlection) business, which produces a drainon
sr policyholders’ reserves and produces poorer
lue for our customets.

1do this we implemented come radical

anges in our administration peactices together
th some more productive collection

pousses, We also expandes? the team of
wancial Consultants we had created in 1991
dee ‘Scenatio ¥, As | wote we employ some
i00 Financial Consultants (up from 3,500 at
«end of 1591), some 2,000 Financial
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Home Service

$ 20 Towl Annunied Sates (€ mition)

400
350
Yo
50
00
%0
100

50

Advisers, who provide advice and sell our
products to existing customers only, and some
1,800 Cusromer Account Representatives, who
devote their time to collecting cash premiums.
Qur ambition, of caurse, was ro achieve the
outcome without prejudicing duy-to-day business,
incvitably considerable disruption did occur.
However, the ruening rite of expenses at the
year-end achieved the £100 million reduction
target with boeh the feld and administration
programmes delivered successfully.

Sales results were more mixed, Sales of regular
premium products, other than cash collection
business, increased by six per cent. Particularly
towards the end of the year, we saw high and
rapidly expanding sales by the direct sales force
of regular monthly instalment PEPs, which
more than quadrupled on 1992 to £36 million,
However, stles of cash collection regular
premium producis {1B) fell by 66% to

£16 million. Sales of single premium products
were the highlight of the year - the 36%
increase showed the increasing effectiveness of
the Financial Consultants in a marcket where
Pruclential has not been strong in the past.
Overall, new business sold by the direct sales
force showed a modest inerease of three per
cent, A very welcome featare was the
auquisition of custoners new to Prudential -

over 354 of sales were to such customers.
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Ordinary Bran<h and Investment Products
T Industrial Branch

The full benehit of these substantial changes has
not yer been seen. Also the division is working
on a large number of other ixitatives all
designed to reduce costs, igiprove productivity
and heighten service standards, These are not
casy processes and our actions do not win the
immediare understanding or approvai of all of
our ¢inployees, Therefore, as 1 write, we await
the outcome of tribunals applied to by some of
our ex-colleagues who believe the alterpative
jobs we have offered them do not equate with
those we have asked them to relinquish,
Nevertheless, with the Home Service
management team led by Tony Freeman and
Jim Suteliffe, I believe the structural changes
they have introduced are necessary to allow the
Corporation to have the best chance of
delivering the UK strategy outlined last year,

by substantially improving the quatity of setvice

we supply to our customers.
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Prudential Financial Services

The second key 1o our UK strategy is to

improve and grow our Independent Financial
Adviser (IA) oriented organisation. Prodential
Financial Services (PFS), selling through
Prudential Holborn. In 1993, over one-third of
the Corporation’s total new United Kingdom
business - on a0 annualised basis ~ came to us
via 1¥As, W rank currently as the third most
important supplier of products to IFAs with an
estimated share of 1993 new business in excess
ol six per cent, Towl single premium sales were
20 per cent up on 1992 and regular premium
sales grew by 13 percens nver 1992,

During the year we increased the numbrer of
Prudendial Holborn broker consuitnts frem w0
to 120, We believe these co-vultants, producing
a per capita preminm ol £ 10 million, are the

mest productive in the induseey. Over the last
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two pears we estimate we hinve iore than
trebled the number of 1FAs we deal with,

I mentioned last year the momentum which had
developed with 1FAs given our provision of
Prudence Bond ~ our whole-lile unitised with
profits bond. Thiv momentum continued into
1993 with PES selling £ 781 milhon of Prudence §
Bond = 20 pervent up on 19U,

Morcover, Keith Bedell-Pearce and his team are
encourged by signs that 1FA experience and
satisiuction with Prudential products, service
standlards, brand strengeh and finandal security
are beginning ta magnity our appeal tor them in
a widening product range. Sales of unit-linked
peasions productsin the rerad market were
hunyant + more than doubling year ve vear,
while our Corporate pensions business, both
linkad and nun-linked, showed solid overall

Arowth ol 20 pervent




Developments and New Products

My comments on the progress of vur two
Upited Kingdom divisions have been
intentionally bitsed towards the progress we
have made during 1993, Brietly. 1should also
like to emphasise a number of new ivitiatives
amd praduce developments we are working on
which have impurtant longer-term implicatons,
Firstly, as regards distribution n.ethods, tro
~xtensions of our existing aperations are being
atempted. [n oue Home Service division -

as an eliboration ofour direet vales force -
*Prodential Peivate Financial Plioning Service'is
bemg pilated. By test muarketing in three
sepacate areas we are assessing whar needs w be
done for Prudential e develop a strong
relationship with higher income individuals and
Tintischolds. Experimentally we are providing
such customers with 3 detailed and raflored
analy<iv of their savings and protection needs.
The service is aimed ar customers with

anmal incomes notably abose the avenge
salarzes of tradvtional Prudential customers,
Concureently Peadential Financial Secvices is
developing "Prudential Dicect’, a unit concerned
with sefhng our range of mvestment procuges

using direce mathetmg and telephone aceess

techniques. We beheve that both iniciatives,

once fully ¢ ablished, can produve completely
new sales opportunitics for Prudentiat

Both divisions ure also working to improve
service to bur customers In the area of products,
As well as bwnching Disteibution Bond in 1993,
PES has this year relaunched a range of unit-
linked products and a Distribution PEB, The
Hame Seevive division lunched o new range of
flexible peasion policies in 1993 and plans to
bwach, in July chis year, a raoge ol flexible lite
and savings products, By the end of 1994 the
Securities and lnvestments Board, prompted hy
the Treasury, will require all suppliers ol life
assurance and pensions products to disclose a
range of cost, charges and surrender vatue
information to customes a* the point of sale,
We have long supported such a need and hw o
written publicly to the Office of Fair Trading
offering our views 35 w how to wdieve goad
disclosure, Within the Corporation we are
taking seeps tallow us o react Lapidly o the

new environment once it s delivered.

Group et Bacetiee s Rewew
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Regulation

During 1993 the Corporation’s senior
management team in the United Kingdom has
devoted substantial time to keeping abreast of,
and trying o influence bencficially,
developments in the regulatory environment.
One issue in particular became prominent
during the year: the sai¢ of personal pensions
contracts. | think it is approprizte to quote the
extract from guidance which we oficred to all
members of oceupational pension schemes
which we quoted in our annual report for 1987,
Wee said: ‘We cannot over-cmphasise how
important it is thac you thoroughly understand
just how your retirement benefits would be
alfected should you dedi le to opt ouc and go
for a personal pension, If you are already 2
member of a company pension scheme or will
soon be cligible to join one, you will probably
feel it is best to stay with your company
scheme, 1f you have any doubts ar all, discuss
them with cither your employer or the trustees
of your company scheme!

This advice has always governed the principles
under which our sales force has sold personal
pension policies to scheme members or
potential members. As regards the accepring
of pension transfers = ceassured by the
responsibility of scheme trustees and scheme
actuaries always to establish fair, ‘neutral’
teansfer valves ~ we have acted in accordance
with rules laid down by our regulator the Life
and Unit Trust Regulatory Organisation
(LAUTRQ) as approved by the Securities and

Investments Board (SIB). In so far as any ol our
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staff have transgressed our rules in this comples
area either in crror, or even willully, as
occasionally will happen in even the best
ordered organisation, we rectify themin a
manner fair to all. Such arrangements are
consistent with the policies which govern our
selling organisation. We have examined our
alfairs with great care following the S1B'
obscrvations about pension selling last year;
we have concluded that we need make no
specific provision in our accounts for
compensation to our customers,

The steps to be taken to deal with any
compensation due from possible
disadvantageous sales of personal pensions
praducts to individuals ase still being discussed
within the industry, We are confident that
arrangements will emesge which are fzir to all
parties, based on the regulatioas which ruled at
the time of sale. 1t would <learly be unfair to
allow rules and standards which may now seem
to be preferred to be applicd retrospectively.
Such action would be contrary to the approach
of the regulatory system as it has developed a5
well as threatening further innovation by an
industey which has been able ~ with great
success - to gve such a range of choiee 1o its
custemers over the years,

The second major issue which has had great
prominence sinee we wrote last year has been
the regulatory system itself This issue isof
fundamental imporeance for us and for the
industry in which we operase,

As we have said on many oCeasions, Over many




years, we support absolsitely the objectives of
the Financial Seevices Ace (FSA). These
embrtace greater peatection for the investor
whilse, ar the same time, ensuring that costs are
noe incureed without commensutate benefit.
Wi are also anxious that consumer choice
should not be increasingly restriceed.
There is u clear perception that the regalatary
system which has evolved under the FSA has
ot worked well in the case of retail savings.
W shace that feeling,
Since the beginning of 1992 efforts have been
made to establish a new regulatory body, the
Personal lnvestment Auchoricy (PIA), to take
on the iesponsibilitics of existing organisations
including our own lead regulator LAUTRO,
This faced us with the choice of joining this
new organisation or opting te be regulated by
the SIB as provided under the FSA. [n the
event, after great and carefud consideration, we
have chosaen to be regulated directly by the 518
because we believe that the PIA is constituted
in such a way that it is inconsisteat with the
prin¢ipies and spiric undedying the FSA, We
fear there isa real risk that the PIA could go
well beyond the principle see cut by Professor
Gower in his ‘Review of Invester Protection’
that ‘regulation in the interests of {investor
protection] should be no geater than is
necessary to protect reasonable people from
being made fools of, We fear the risk of the
proposed new body dictating to the market and
providers how they shoul operate and

imposing constraints which could weil be to the

detriment of customers whao liave enjoyed the
freedom of choice which a competitive market
s clearly creates.

We are anxious to see the development of n
regulatory regime which affords all savers and
investors the reassurance of proper protection
through explicic rules rigorously enforeed,

We shall work 1o help deliver such « regime,
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United Kingdom: General Insurance Business

Over the past few vears, a8 [ explaned last year,
we hiave taken action, by sale or Josure, 10
reduce the Corporation’s exposure to direct
general insarance. The Lise signifivant eventin
this withdrawal was the transter ol control of
our Home Service commercial fines bus.ness to
Provincial. Consc:jeently our only semaining
sigmbieant direct geacral opesation is the Home
Service controlled peesonal ines business.
(Thaugh for the record we also buve 4 dynamic
and profrtable smadl dicect insurance business in
Hong Kong.)

Horse Service oliers pessonal lines insurane

m the United Kingdem through our direct
sales furee The wse of personal Tines products

ucallow the creation of new relationships for

s 16 Prselental Corparation ple
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our sales teams to crossssell longer-term
products works well, As T have said carlier,

35 perwent of ot years sales ol savings
products were to customers new to Pracdendal,
However, the management tean fully
undetstands the brisiness also I s to make a
proper profit contributier to the Corparation’s
total atfairs over time,

Our peesunal lines business had a good yen

in 1993, Gross written prenuums wose by

six per ceat to £ 333 million and pre<ay prohie
by #5 per cent to £61 million, The main lactor
driving this result has been continging good
claims experience. However, greater ethciom y,
and therefore lower casts, have resulted from

continued henelics emenung from the

wl#..”
Daif |

peopraplucal conentranen of our

nasonw rle admssstaten qapabiin mto

e regrool centres,

Mlines of business  house vongengs,
structtres ad moter  were protable, Asl
have said, the benign dmes experionse was

4 signihcint reason tor this but the morne
realistse premjum levels slowed by the market
i 12 = whidh hebd m 193 contnibured,
Alse, our personal Enes underw niters control
increasingly sophistuated priving models
allowing them o match prenyum raees w rish
with benehs ial effect,

A significant success during the vear cane with
the lannch of & new motor insurance product
linking insurance with breakdown recovery
through "National Breahdown'

Shareholders will recall that the ¢ hancellon ol
the Exchequer last year announced the
mtroduction of an insdrange premium s

w hich, alter revent nepotiation s betseos the
induwstry and the Customs and Eaose, has been
setat 2b perceat, Prudental is concerned over
the intzadudtion ot a tas whidh could
envourage peaple o redoce then already
insufficieat insaran e coner, Theretore by
wnwreasing oar general ettidenor we shatl not

[‘{l\‘\ th‘ AN OO 0N L UsLoMmers.




USA: Savings and

Protection Business . ..

Jackson National Life

Jackson is by far our most important business
outsicle the UK, By the end of 1993 assets
under management staod at US$20 billion
compared with U'S$17 billion ar the end of 1992
and U832 billion when we hought the company
in 1986.

Ac £122 million Jackson's stacutory profits in
1993 were 42 per cent up on those reported last
year. This significant increase was due entirely
to the level of realised investment gains
emerging from the portfolio during the year.

In terms of new business, Jackson had 2 very
disappointing year. Jackson operates primarily
in the market selling interest-rate sensitive
products pariiculurly single premium deferred
annuities (SPDAs). Because of falling interest
rates this marker was difficult during the year.
Similarly Jackson’s second, thougn L2ss
important, product line of life and term life
assurance products witnessed intes se
competition. Total annualised sales v ere 26 per
cent down year-on-year, with the decline most
severe in the second half,

The sharp decline in interest rates impacted
Jackson adversely in two particular ways, Firstly,
customer attention, attracted by buoyant equity
markets, switched from fixed interest backed
products to products ba ked with equity-based
assets ~ particularly common stocks. These
products ~ catied variable annuities in the LSA
= are sold under different reglations from fixed
interest products and Jackson to date has not
peovided them to the market, Secondly, Jackson
Tound it difficult co maintain 2 highly
eomp~-ftive erediting rate advantage over ite
competitors in absolute terms given falling rates

during the year, This tendency was erucetbated
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Group Chief Execut ive’s Review

by stronger regularory limitatiens on portfolio
mix and new risk-based capital requirements
which tend to drive portfolio policy towards
lower-yiclding securitivs,

In difficult immediate market conditions.
however, Jackson made progress towards
strengthening itself to achieve its longer-term
strategic ambitions. Late in the year 2 new range
of "bonus’ SPDAs was introduced plus a series
of annuities aimed ae older people. Similarly,
earlier in the year a range of new level premium
term plans was introduced. Also attention will
be devated to accelerating our geneal abilicy to
compete in the variable product marker, It was
also reassuring that in a difficult year Jackson
licensed over 22,000 new agents during 1993 -
roughly the same number as in 1992, At the end
of the year 79,600 were ficensed, Plans are well
advanced for the opening of a New England
regional office and a New York subsidiary
during 1993, We shall also be expanding and
strengthening the organisation we have created
to sell Jackson products to the institutional
market. Strenuous efforts will be made to
accelerate the impact of our mutual fund
business which wus launched in 1992, wath
candidly disappeinting results. We under-
estimated the difficulties of persuading
members of the Mational Association off
Seeurities Dealers to switch to Jackson given
the lack of our funds” performance history and
we underestimated the levels of training

neces ary to ¢reate new licensed

representatives,

«s»18 Prudential Corporation plc
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During the year David Pasant resigned as
president and chief executive officer of Jackson,
David is a son of Jackson's founder and
represented the last member of the original
family to be involved i the company's affairs.
['am delighted that Bob Salezman has joined us
to take over David's responsibilities, He comes
to us from SunAmerics, a leading Jackson
competitor in the USA individual annuity
matket. Bob has enjoyed a very successful 30
year career in the USA insurance industey. His
experience and Jackson's organisation and style

augur well for the Corporation’s shareholders.

Savings and Protection

Businesses

This yzar 1 have adopted a different format for
my review to emphasise the increasingly
imporeant emergence of the Asian and
Southern Pacific markets as part of our
geographical strategy, Along with the United
Kingdom and the USA, we see markers in

this region hecoming increasingly important
for the Corporation and its sharcholders into
the future,

Cur businesses in Australia, under Barrie
Martin, and New Zealand, under John

Molloy, made good progress. In both

countries Prudential numbers among the

top five providers,

In Australia profits showed a decline of around
£7 million fargely reflecting the impact of
shaccholder financing of the unit-linked Wealth
Portfolio business chroughout 1993, The swing
to unit-linked business continues apace -
during 1993 78 per cent of total revenue
premiums were unit-linked. The range of new
products has been well received in the market,
particularly in the single premium format,
whete sales increased by 18 per cent in lecal
eurrency terms, By contrast, new annual
premiums were only slightly up on 1992,
Overall, gross tevenue preminms feli by one per
cent to ASLS billion. Sales of unit trusts grew
rapidly ~ particularly during the second half of
the year.

In New Zealand we saw an excellent years
progress with new record levels of sales of
single premium procucts and unit trusts, and
increased muarket shares in all lines of business
including annual premivm savitigs business.
Iix Asia, an important event during the year
was the creation of a 1egional management

team based i Hong Kong under the control of
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Mark Tucker = who for the two years prior to
his transfer had worked 1n Jackson National
Life. This team will maintain operational
control of vur existing businesses in Singapore,
Hong Kong and Malaysia but is responsible also
for the development of our business in other
tescitories — particularly in China and Indonesia.
Progress in our existing Asian businesses during
the year was impressive, In Singapore, pre-tax
profits in local currency rose by 18 per cent,
while new business inereased significandy.

Our business in Singapore has introduced a
range of products to react to the liberalisation
of the investment rules of the Government’s
Centzal Provident Fund, The success of these
enabled us to maintain our single premium
maeket share ot 23 per cent, These are units
linked products - both annual and single
premium = and wore launched towards the end

of 1042, Vireaally all lase year's single premium
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sales and 64 per cent of annual premium sales
were unit-linked shareholder financed products,
Hong Kong posted an exceflent year with

gross protits in local cucrency terms up by

3 per cent, annual premiums up by 44 per
cent and single preminms up by 13 per cent,

As I mentioned earlicr, our Hlong Kong
property and casualty business recorded
another good year with gross revenue premivms
growing by four per centand profits more

than deubling.

During 1994 great efforts will be made by the
new regional team to develop and consolidate
aur presence in China. We expect to open
representative offices during 1994 In Beljing,
Shanghai and Guangrhou,

In Malaysia we operate a joint venture in

which we have & minority sharcholding bu
have the management contract. Business grew
walbin 1993,
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... Other Intemational Operati

Canada

As has been the case for some years A,
prading condiv ons in the Canadian market
place proved difficult with sales volumes
declining in all major product lines.

Annual p:cmium sales declined by 39 pet cent
in local currency teoms following the impact of
sticter underwriting requirements which have
been placed ongraup lbusiness in order to
improve proficability. Gales of single premium
business were also very disappointing:

10 addition to declining sales, profits were atso
sffocted by the need 10 further stengthen
provisions againsk the historical mortgage and
bond portfolio. This is a problem which bas
confronted many companies opetating in the
difficut Canadian markets. Trading losses for

the year Jmounted 1o some £9 million.

1593 Annuallsed Nevr pusiness

Ty 7
39 (€ mithon)

canada C28m
Italy FBm
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ons: Savings and Protection Businesses

\taly

1593 was the fiesc year in which Prudential Vita
aperared 458 wholly-owned subsidiary of the
Corporation, Great efforts have been made by
the mapagement team, under the direction of
Gianni Hossi, and significant propress has been
made in strengtheaing owe distribution
capability in Tualy by the establishment duting
the year of Prudential Vies awn sales nerwork.
Single premium sales continued to grow very
rapldly in 1993, incrensing by some 73 per cuent
over 1992, By contrast, however, annual
premium sales were disappointing. “The trend
would appear, however, 1O reflect the geaeel
mﬂl‘kﬂt movcmcnt ﬂW.'l)’ fl'Om nmmnl tOW.’ll’dS
single preminm products.

Prudential Vitas continued success in achieving

increased profits, coupled with the

i
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strengthened d istribution facility, angurs well
for our lalin opcra\im\’s aim o hegome one

of Italy's top 10 suppliers.

Netharlands

Trading conditions in the Netherlands
continued to be extremely competitive. whilst
across the markerasa whole, new busiiess
levels remained static.

Single premium sales declined with demand
dampened in the fatter part of the year by
reductions in interest rales. However, the
recently introduced unitised with profits
coatract coutributed, ing harsh environment,
to a very pleasing 10 per cent increase in annual

premivm sales.

Republic of reland

The life operation in the Republic of Treland
tad 3 ouch imyproved year with statutory profits
of £06 million being carned. These resules
were aided by significant improvements in Lrish
fnvestment mackets,

“Yhe improved reanlt somewhiat masks a decline
of 10 per cent in annual premium sales brought
about by 2 severely reduged market (ot
mongage endowment conrracts. Single

preminm sales also remain subglued.
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Investment Management . . .

ln Pradencial Portiolio Mavagers (PPM) the
Corporation owns one of the world’s lurgest
inFestment management companies with fands
managed at the end of 1993 valued at over
£74 biltion,
Under che leadership of Hugh Jenkins the
most significant initiative for PPM in 1993 was
the continuation of the drive rowards
globalisation. We believe the aceelonition of
the rate of data exchange in the world's capital
markets requires us to hay e the highese quality
investment resource located in each of the
major time zones.
During 1993, in addition to our operations in
Lenden, Chieago, Sydney and Wellington,
PPM Canada was established in Toronto.
Further developments are planned in 1994,
notbly in Hong Kong, to support our
developing businesses in Asta, but also in
South Africa in support of the Corporation’s
reinsurance operations.
The strategy for these regional investment
centres is not, however, limited 1o the
management of the funds of our local operating
businesses. Rather, we are working ro create
centres which w il manage funds invested in
local markets piaced on behalf of the
Corporation’s operations wherever they are
tocated, For example, during 1993 control of al]
the [iSA assets held for our UK businesses was
transferred (o PPM in Chicago. During 1994
control of the USA assets of our Australian
operations will be similarly transferred, Indeed,
it is envisaged that by the end of 1994 all
Corporation assets will be managed in our
eepfonal centres, The steategic allocation of the
funds of the Corposation’s customers between

asset classes, markets and cureencies
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remains located in Landon,

PPM America contim ed to produce excellent
performance for its major ¢lient, Jackson
National Life, during 1993, while PPM Australia
also produced satisfaceory results. Prudential
Venture Managers Limited (PVML), our ventuce
capital business, had an exceptionally busy
divestment year with 18 portiolio investments
realised during the vear on very satisfactory teems,
In tn2 1IK our large with profits life fund and
the unitised Life and Pensions Managed funds
enjoyes another goad year of investment
petlormince. However, elsewhere, particularly
for third party clients vutside the Corpomation's
own businesses, performance has been

disappointing, The returns from the United
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(£ billion)

USA and Canada £3bn
AusINZ L1bm

e, lapanand
'+, Far East £3bn

Euvrope £4bn
UK £200n
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Kingdom cquity portfolios for 1993 were lower
than those earned by our average fund manager
cempetitor. The reason for this was beeause in
the period immediately following the UK’s
departare from the Exchange Rate Mechanism,
the configuration of porcfalios - with all
emphasis ¢n the larger mainstream UK,
companics - wa, poerly rewarded by market
behavious given the greater buoyancy of eyelical
companies. lowever, as the UK's economic
reeovery has 1.5¢ eded so adjustments have
been made in the ixas in these portfolios,
Profits during the year at £ 23 million nearly
trebled over 1992 (£8 million) seficcung the
increase in managesent fees stemming from

buoyant equity markets worldwide,
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Reinsurance:

Mercantiie & General

Last year ] concluded my remarks on Mercantile
& General by saying ‘M&G'S management has a
dlear renit to revene the losses from general
reinsucance whilst continaing 1o expand

the company’s valuable life aperations’,

Tam pleased to repore that during 1993
substantial progress has been made to deliver
both these ambitions.

On astatutory basis M&G produced an ovenall
profit of £104 million compared with a loss

last year of €45 million. This substantial
improvement is owed largely to a dramatic
improvement in the cutcome of the peneral
reinsurance business from a loss last vear of
L143 million to a profitin 1923 of Lo million,
Life reinsutance profits improved by nine per
cent to £73 million demonsaating again the
inherent quality ol this important business.

The essential difference between M&G and
ather major reinsurance companies bears
ftequent repetition, M&G has & much greater
exposure than other companies to long-term,
pacticalarly Jife, reinsurance. During 1993 single
premium sales in this part of the business were
43 per cent up on 1992 at 4 552 million,
particularly boosted by USA medical expenses
(Medex) reinsurance business. Overall, annoal
premiums were flat year-on-year mainly beoause
of intense competition in the UK term market.
M&G's franchise is parcicularly strong in the
UK, USA and Commonwealth markets.
Determined efforts are now being made to
cxpand into new markets notably in the Far
Tiase, from a base in Singapore, America where
the North Amerivan Free Trade Alliance
(NAFTA) will aid expansion and Europe, witha
new office opened in Spain during 1993,

The dramatic recovery in M&G clearly ook



place in its general business, The tact that 1993
wis a benign year helped, We experienced no
severe catastrophe claims. The most severe
events, Hoods in the Mississippi basin, early
year snow storms in the USA and the
Bishopsgate bomb in London, had a reladvely
small impace on M&G,

At the same time, though resceves for 1992 and
other priot years have again been increased, the
impact of this was much less than in the
previous year. Given current knowledge we are
now confident our reserves for Environmental
Impairment Liability (E11) and London Marine
Excess of Loss business (LMX) should
adequarely meet our exposure,

All in all M&G’s manzgement, I believe, has
developed a sound and very professionat
reserving policy and methodology whicli should
subst.ntizily reduce the risk of the sort of
volatility we have expetienced historically.
The prognosis for business written in 1993
seems good. As T explained last year, M&G
took an uncompromising stince on repricing
business to ensure it was accepted only on
bases which truly reflected the risks being run.
It appears to us that M&G was able to exceed
the premium income expected whilst
maintaining or exceeding the robust return

on capital requirements which now rule,
Supperting thus general proposition a great
deal of suceessful work has been done to
suppaort the whole undeewriting process.

New expert systems have been designed to
ensure the efficiency of the decisions made

by our underwriters ond there has been a
sipaificant fowering of aggregate exposte to
sistple eatastrophe events, M&G has been
substantially de-risked.
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Overall John Engestrém and his team have also
done significant work to improve control and
reduce costs. 1 am convineed thar M&G is not
only in better shape but is poised to achieve
more successiul resulte than at any other time

dwring our period of ownership,

Group Chref Exezutive’s Review
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. Sharcholders’

Other Income

Other activites produced profies of

L1068 million, down from £134 mitlion in

1292, The 1992 reslts included investment

gnns of £50 million arising from a restructering

ot the shareholdens' investment portiolio which

did not recur in 1993, Offserting this Jecline xo
a significant degree was the sharp increase to

£23 million in peofits from our investment

management activities to which | have

already referrd,

Corporate xpenditure fell from £33 million to

£21 million, Vacant property costs were

significantly lower than in 1942 bue additional

costs were ineurred in moving our corporate

headyuareers back to Holborn Bars, Qther

central costs remain un.er tight conerol,

Financial Position

The Group balance sheer shows sharehulders
capital and reserves of £ 788 mullion, $6 per cent
tigher than ar the end of 19492, retlecting kst
veads good operational performaace and
tivowrable worldwide 12 cstment conditions,
Hoewever, statutory basts sharelai-fers funds
represent only a parg ot the total sharcholdery’
1esources empioyed by our operativns o
provide solveney capital for existing activites
and to support their growth and develepment,
The majority of shareholders” financial intecests
lie in che profits retained in the long-term
business funds and are not disclosed on the
statutory balance sheet. They are shown insread
on gor accruals basis Greup balanve sheet
included in whe supplementary information on
pages S0 1o 58, Compared with the statatory
basis, we consider that the acernals basis
provides a beuter indication of our finanaal
streagth and success in Jeveloping the busness,
On the accruals basis, shareholders' protits
retained in the long-term funds reached £3.4
billion by the end of 193, giving total accrualy
basis shareholders’ funds of £4.2 billion, up by
26 per cent on the previous vear, Twa-thirds of
these resources were held m sterling, with a
further quarier in North American cutrepaes,
after allowing for forcign currency borrowings,
Apart from lixed income sewurfaes held o
matih cestain liabihnies, the majerity of the
Group’s assets are ivested in ondinary shares
and properties as we believe that these asset
tlasses will provide superior teturns in the long
term, thus enbanving returns to costomess and
growing eur capit. | base. Controls are in place
to ensure that the “sks assoviated with thesy
investments ate commensurate with the size ol

the Group’s capital base.




Driring 1993, the principal Corporation cash
flows were broadly neutral. Cash temitted from
business operations, based mainly on statutery
protits earned in the previous year, financed the
payment ol dividends to stueholders and
interesr on sharcholders’ horrowings,
Consequently there was little change in the
overall level of sharehwoldders® borrowings which
remained under £700 million,

Some 83 per cent of those borrowings were

at fixed rates of interest with maturity dates
ranging from 1997 to 2007, The rest of our
financing requirements were met by flexible,
short-term commercial paper, With stable
borrowings and impraved operating results,
interest cover increased from nine to cleven
times on the statutory reporting basis.

As a result of the substantial improvement in
our reportedd profits, and ~onsistent with our
policy of providing sharcholders with divilends
which reflect che carnings of our major
busingsses, we have increased the total

¢ vidend for 1993 by 109 per cent to 13.2
pence per share, which is covered 1.6 times by
statutoey basis post-tax profits.

The good results and favourable investment
markets also strengthened the Group's solvency
posidon, Each of our principal long-term and
geneeal insurance businesse, is regulited
sepacately in its own macket and, at the end

of the year, their solvency ratios were all
substantiatly in excess of the applicable
minimum requirements.

In the case of the main Pradential long-term
fund, the solvency ratio of free assets to
habilities was over 25 per cent, compared with

less than 20 pere cent at the end of 1992,

] . Ak
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Summary e

Prudential had a good year in 1993, We made
significant fucther progress towards equipping
out businesses to deliver our stated strategic
amnbicions, [n pasticulie, all our divisions have
maintained the pressure to reduce costs,
improve productivity and focus upon detivering
improved value for money to our customers, At
the same time, notwithstanding char the world's
savings markers were generatly subdued as
regards our main products, we were able to
increase sales in our savings businesses, We also
saw a very significant im).covement in the affairs
of those general insurance businesses we own,
not least because of actions taken over the past
few years.

The next decade, 1 believe, will present great
opportunities for Prudential even though the
turbulent condlitions we are presently coping
with may temporarily mask that opportuniy.

In countries around the world people are

living longer and the burden of providing for
their needs, whether they live in developed

or developing economies, grows heavier.
Governments have litle choice but to
reconsider the ways in which they provide for
ageing and more materiatly ambitioas
populations and there is, worldwide, a
strengthening erend towards private rather

than state provision.

With its brand and the resources and
experience it commands, Pradential, T befieve,
is well place.d to capitalise on these
opportunites for growth.

Ranking high on the list of resources delivering
competitive ndvantage far the Corporation, are
our employcees, [ am confident that we enjoy
the support, enerpy and commitment of

a powerful and cffective group of peaple
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Group Chicl Bxeated’s Rewiesy

worldwide. Lam most pleased that iy the case
and personatly prateful for their enthusiasm

and support,

%/cé /V/wm/t/

M G Newmarch
Group Chief Exacutive
18 April 1994
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Prudentizl Annual Report

Board of Directors

Sir Bnan Corby FIA Chairman* {Age 64)

A diresee - since 1983 and Chairman since

1996, Fori.v. tnoup Chief Executive, Chairman
ol the Souta Bank Board, Former director of
the Bank of England. Former Chaitman of

the Assnciation of British Insurers.

Former Fresident of the Confederation of
British L.l 2orev, Chancellor of the University
of Hestfordshire,

Michael Aorahams MBE Deputy
Chairman* {Age 56) A director since 1984
and Depury Chairman since 1991, Chairman of
Prudential Seaff Pensions Limited. Chairman of
Dalepak and Woes in Store. Director of John
Waiddington, Drummonds and the London
Clinic, Deputy Chairman of the Council of the

Prince of Wales’s Institute of Architecture.

Sir Alex Jarratt €8 Deputy Chairman®*
{Age 70} A director since 1985 and Deputy
Chairman since 1992 and from 1987 to 1991,
Director and former Chairman of Smiths
Industrics. Foumer Chairman of Reed
International, Former Deputy Chairman of
Midland Bank. Chancellor of the University
of Bitmingham, Charman of the Centre

for Dispute Resolution.

10025 Prudential Corparation gle

Mick Newmarch (Age 55) was appoinred
Group Chief Execudive in 1990, He began his
carect at Prudential in 19355 in the Economic
Intelligence Department and therealter
gained extensive experience inall aspects of
investment analysis and fund management in
toth the United Kingdom and forcign capital
enatkets, In 1981 he ser up Peudential Portfolio
Managers and became its Chief Executive.
He was made a director of the Corporation
in 1985, He is also a member of the Board of

the Association of British Insurers.

Mary Baker* {Age 57) A director since 1938,
Director of Avon Cosmetics, Barclays, MFI
Fueniture Group and Camelot,

President of Women in Management.

Former Chairman of the London Tourist Board,

Former Chaicman of the Holiday Care Service.

Keith Bedell-Pearce (Age 48) becamea
director in January 1992 and has been Chiefl
Executive of Prudential Financial Services since
1990. He joined Prudential in 1972 as a systems
manager and subsequently qualified asa
solicitor. He worked for a number of years asa
company and commercial law specialist,
following which he beecame Marketing Director
of Prudential Porrfolio Managers and then
General Manager in charge of ficld operations

and marketing a¢ the Home Service division,
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Niall FitzGerald* {Age 48] A director since
January 1993, Executive director of Unilever.

Director of the Bank of Ireland.

Tuny Freema1 FCA FCMA (Age 56) joincy
Prudential in 1977 and was appointed Group
Chiefl Accountant in 1980. In 1984 he became
Managing Director of the Home Service
division and was appointed to the board of
the Corporation in 1985. Prior to joining
Prudentiai he was a senior manager with the
Nationa! Freight Corporation, He is also a
director of LAUTRO.

Sir Trevor Holdsworth FCA* (Age 66)

A director since 1986, Deputy Chairmar from
1988 to 1992. Chairman of Allied Colloids,
Lambert Howarth, National Fower and
Beauford. Former Chairman of GKN, Former

President of the Confederation of British

Industry. Chancellor of the Univensity of
Bradlord. Chairman of the Wigmore Hall Trust,

Sir Martin Jacomb* {Age 64) A director
since March 1994, Chairm.. ~ of Postel and the
British Council. Director of the Bank of
England, the Telegrapl, RTZ, Marks and
Spencer and Delra,



Hugh Jenkins FRICS FPMI {Age 60) is Cluef
Fxecodive of Pradendal Partolio Managers.
Prior to joining Prudentiat in November 1989
as a dirzetor, he was Group In-estrsent Direcror
at Allied Dunbar Assurance, Before that he
was Director-General of Investments with
Britisk Coal Pensions. He is Chairman of the
Depacrment of the Environment’s Property
Advisory Group and a former lay member of
the Stock Exchange Council and City Ce: 1eal
Markets Committee and also Vice whaltman

of the National Association of Pension Funds.

John Maxwell €A CIM {Age 48} joined
Prud:ndial as Corporate Deelopment Director
in March 1994, He was previously chief
executive of BPB [ndustries and, from 1986

to 1092, of the Provincial Group. Former
non-executive director of the Alliance and

Leicester Building Society.

Brian Medhurst FlAa (Age 59) has beena
director of the Corporation since 1985, and was
Managing Director of the International division
until 31 March 1994. His whole career has been
with Prudential, initizlly as an actuary including
four years in South Aftica, then in investment
management becoming Joinr Chief Investment
Manager from 1980 to 1982

Jim Sutcliffe FIA (Age 37) is Deputy
Managing Director of the Home Service
division, He joined Pradential in 1976 in the
Group lensions area and berween 1989 and
1992 he was Chief Operating Officer of Jackson
Nartional Life. He was made a director of the

Corporation in March 1994,

Andrew Teare* {Age 51) A Jirector since
August 1992, Group Chief Executive of English
China Clays. Director of NVC, Former President
of the National Council of Building Materials
Producers,

* non-exedrtive director
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Members of the Audit Committee
Michael Abrahams (Chairman)

Sir Trevor Holdsworch

Sir Alex Jarrace

Andrew Teare

Members of the Remuneration
Committee

Sir Alex Jarrate (Clairman)

Michael Abrahams

Mary Baker

Niall FitzGerald

Sir Trevor Holdsworth

Mick Newmitrch

Members of the Nomination Committee
Sir Brian Corby {Chairman)

Michael Abralams

Sir Alex Jarcatt

Mick Newmarch
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Directors’ Report
p

Yuar ended 31 Decembar 1993

Princiual Activity and Business Review
Pradentizl Corporation ple is the Group
nolding company and the principal activity of
its subsnliary undertakings is insurance and
reinsurance business in the United Kingdom
and overseas, Particulars of principal subsidiary
undertakings are given on page 44,

‘The Giroup's business is reviewed in the
Chairman’s Statement on page 6 and the Group

Chief Executive’s Review on pages 8 to 25.

Financial Statements and Supplementary
information

The consolidated balance sheet on page 31
shows the state of affaics of the Group ac

31 December 1993, The Company's balance
sheet appears on page 32 and the consolidated
profit and loss account on page 30. There isa
tive year review of the Group on pages 48

and 49. Supplementary information prepared
on the aecruals basis of financial reporting 15

provided on pages 50 to 58.

Dividends
The ditectors have declared a final dividend for
1993 of 8.7 pence per share payable on 25 May
1994 to shareholders on the register at the close
of business an 8 April 1994. The dividend for
the yea, including the interim dividond of 4.5
pence per share paid in 1993, amaunts to 13,2
pence per share compared with 11,9 pence per
shate lor 1992
1963 was £250m «

¢ total cost of dividends for
{ L td6m was transferred

Lo resrves,
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Directors

The present directors are shown on pages 26
and 27, Me N W A FiezGerald was appointed a
director on | January 1993, Mr R E Artus,

Sir Vicror Garland and Sir Colin Southgate
retired from the hoard on 26 May 1993,

Mr M ) Lawrence resigned as a dircetor on

31 December 1993,

Sir Martin Jacomb, Mi J H Maxwell and

Mr J H Sutcliffe were appointed directors on

9 March 1954. They retive in accordance with
the Articles of Association and offer themselves
for election at the Annual General Meeting,

Mr H R Jenkins retires by rotation ac che
Annual General Meeting and he offers himsel!
for re-election. Mrs M E Baker, Sir Alex Jarrate
and Mr B Medhurst also retire by rotation but
do not offer themselves for re-clection,

The service contract of Mr H R Jenkins has an
unes sired term of nincteen months, The service
ceatracts of Mr ] H Maxwell and Mr ] H Suicliffe
are terminable on not less than three years prior
written notice given by rhe employer,

Sir Martin Jacomb docs not have a service
contracr,

A statement of directors’ interests in the share

capitai of the Company is ser out on page 46,
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Emplovees

The following informatinn is given in tespect of
employees of the Gropp in the United Kingdom.
The policy towards employees overseas is the
same but the peactical apphieation of the policy
varics according ro local requirements.
Numborof Lmplayees

The average number of persons emploved

by the Group in the United Kingdom in cach
week of 1993 was 21,114 and their totul
remuneration for the year was L489m,

Bqual Opportunity

Group policy is o recruie, dovelop and employ
stall on che basis of the suitability of their
qualifications and experience to the work to be
petformed, regardless ol sex, marital status,
creed, race, nationality or disability.

Full consideration is given to continuing the
employment of staff who become disabled and
to providing training and carcer development
opportunities to disabled employees,
Monitoring and increasing the awareness of
cqual opportunitics issucs continues,

Bmplayee Inroltement

Arrangements continued in 1993 to
communicate with employees on issucs which
concern them and to develop channels through
which employees’ views can be sought.
Employeus were again invited to patticipate in
the Prudential Savings-Related Share Option
Scheme. The board of the corporate trustee of
The Pradentiat Stafi' Pension Scheme ineludes

directors clected by the members of the scheme.,
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Cammunity Investment Programme

tn 1993 a new communiry investnent
programme was launched focusing on two
Areds = carers and crime prevention.

Th Prondontial Coonrs Leitiatite is o Bve year
pattneeship with the Princess Royal Trust for
Carers and Crossroads, The initiative will help
the Trust to establish twelve Carers Ceneres
thronghout the UK to provide information,
guidance and counselling wilored to meet the
needs of individual carers. The first ceurre was
launched in December. A respite care service
will be developed through Crossroads sehemos
in the same locations.

Promotion of the initiative aims r ot only w

« Yhance brand awareness buralso to incrane
public knowledye of the needs of the estimated
two million people who care for an elderly, feail
or disabled relative or triend in their own home,
To complement the inttiative 2 working party
has been formed consisting of senior personnel
managers representing cach business area, to
review current employment policies in relation
to the difhicultios faced by carers in employment.
The Prahontial Yourh Action Inithttive is 2
parenership with Crime Cenicern, the national
cime prevention agency, and extends the
Corporation’s previous commitment to
expanding Youth Action Groups, The groups
are primarily school based and enable young
peop. wraddress the incidence of crime in
their owa communities.

“This initiative aims to inceease the pumber of
groups throughout the UK, extend the range
and quality of their activities and evaluate their

clfectiventess in preventing crime,

Funding fer these two initiatives toralled
£578,000 in 1993,

Other cemmitments for 1993 were met and
wotalled £266,000,

“The secendment programme represented 2
further contribution of £73,600 to community
projects and donations of £17.2,000 were

made overseas.

Corporate Governance

‘The Company has complied chroughout the
year with the Code of Best Practice published
in December 1992 by the Committee on the
Financial Aspects uf Corporate Governance,
except for those seetions of the Code which
await the publication of guidance by the
accountancy profession and the formal
procedure for directors to take independent
professional advice, which wus approved in
June 1993, A statement of directors”
responsibilities in respect of the preparation

of financial stacements appears on page 47,

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

will be put to the Annual Geneeal Meeting,
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Shareholders

The number of registered shareholders at
31 December 1993 was 80,450 (68,650),
At 31 March 1704, 0o notilication of a current
sharcholding of three per cent or more of the
share capital of the Company Lad been reccived
by the Company.
Ananalysis of shareholdings in the Company ac
31 December is given below;

__1_933“%'__ 19927,

Banks and other

nominee companies 66 6
Insurance companies 10 Y
Pension funds 7 8
Investment trusts and
unit trusts 1 1
Other corporations 5 3
individuals (held directly) 11 12
100 100

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

the Company:
On behall of the board of directors

P R Rawson
Secretary
18 April 1994 .
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Prudentinl Annsal Repost and Financal Statements

Cousclidated Profit and Loss Accouvnt

Year ended 31 Decamber 1903

Note . ) . ) 1993 £ 1992 dm
Gross premiums
Continuing cperations:
Long-term business 7,896 T390
General insurance 712 Ho
Discantinued operations e . - e e e b =T, N2
Total gross premiums 8,608 8,784
Operating profit (loss)
Continuing operations:

1 Long-term business 481 444

+  General Insurance 67 (110}

o Shareholders’ other Income . - . . e . oo, 13d

648 408

4 Distontinued operations e e i <6 B (L')
Total operating profit 648 457

8 Interest payable ) . e i jS?i o {51)
Profit an ordinary activities before tax 589 400

4 Tax {193) (123)
Minority interest, ] = (1)
Profit for tha financlal year 396 82
Dividends {250) {224)
Ratained profit for the financial year 146 38
Earnings per shat~
Basea on earnings of £396m (£282m) and 1,884r" {1,873m) shares. 21.0p 130
Dividend per share 13.2p 11.9p
Statement of Total Recognised Gains and Losses
Year ended 31 December 1993

Note o ) R o . 1993 Lm 1992 L'm
Profit for the financlal year 396 282
Other recognised gains (fosses)

* Increase (decrease) In Investment galns not Included in profit 110 {(53)
Exchange (losses) gains (3) 36
Other movements A )

111 {37
Total recognised gatns 507 248

Thase Bnandial statements have been prepared on the statutory basis of financial reporting, wsing the acrounting policies set cut on pages 34 amd 33,
Supplementary information prepaced on the accruals basis of fnancisl reporting is provided on pages 50 to 56,
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Frudent ot Anntal Renort ansd Fimanaal Statements

Consolidated Balance Sheet

31 Dacemnber 1993

Note o o e o o B . L _ - 1993 £m vl dm
Investments
Ordinary shares 28,340 22,040
Properties 4,004 LRI
British Government securlties 3,359 MEEES
Gthar fixed income securities 22,663 18,304
Mortgages and loans 1,479 1,437
sShort-term deposits e o . ) . - 2562 1971
| 62,407 50,017
} Other assets
‘ Fised assets 131 108
‘ Tax recoverable 274 319
Debtors 1,679 1,018
Bank balances and ¢ash ) ) i 336 4an
2,420 2,5
Total assets 64,827 §2.5%0
Less Liabilities
17 Borrowings 685 o
Tax 137 135
: Final dividend 165 147
} Qther ¢reditors 1,105 1,070
2,096 2,082
’ 12 Total assets less liabilities 62,731 50,474
Less Insurance funds and reserves
I ta Long-term business

| 60,247 48,118
General insurance _ 1,696 1,832

"
61,943 49,970
788 504
Shareholders’ capital and reserves
[ 13 Share capital 95 a4
| > Share premium 119 93
| Revaluation reserve 179 24
i Retained profit 395 M43
788 01
sy . ] bl . *
Reconciliation of Movement in Shareholders Capital and Reserves
Year ended 31 December 1993
Mote . o . . L . e —— . 1993 EB:' I dm
Total recognised gains 507 245
19 New share capital subscribed 27 20
Dividends e e e, . D e L R250) (224)
Net addition to sharcholders’ capltal and roserves 284 T}
Shareholders’ capital and reserves at beginning of year 504 463
Shareholders’ caplital and reserves at end of year 788 §0y

These finaneul statements have been prepared o he statutary basis of fiacial reporting, using the sccounting policies sez aut on pages 3 and 35,
Sapplementary information peepared on the accraals hasis of inandat seporting: is provided on fages 1010 3,
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Prydential Annual Repart and Frnancial Statements

Balance Sheet of the Company :
31 December 1993 4
I
Moo : L .. - - . _1983Em 1992 dm ;
Flxed assets 3
Investments i‘
1 Shares in subsidiary undertakings 299 294 3
1 Loans to subsidiary undertakings o . o 697  or0 :
996 o b
Currant assets }
Debtors H
Amounts owed by subsidiary undertakings 3 280
Otner dectars . . . L F
260 281 y
Less Llabllities: amounts falling due within one year K
13 Borrowings 8 17 j
Tax - 1% 3
o Deferred tax 18 11 by
Amounts owed to subsidiary undertakings 232 183 g
Final dividend 165 147 ;
Other creditors . ) B k!
432 351 b
Net current liabilities 172 100 4
Total assets less current liabilitles 824 869 ;
tess Liabilities: amounts falling due after more than one year o
Amounts owed to subsidlary undertakings 450 506 3
374 363 ¥
Copital and reserves i
12 Share capital 95 94 E
12 Share premium 119 93 :
2 Retained profit 160 176 b
374 a63 F

The finamial statem=nts on pages 30 to 46 znd the supplementary information on pages 50 to 58 were approved by the board of dicecrors on 18 April 1994, .

sh Brian Corby, Chairman K‘,_‘ P &—]ﬁh‘ ‘

M G Newmarch, Group Chief Executive
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Note

General Insurance and Shareholders’ Cash Flow Statement

Year endet’ 31 December 1993

Pradential Annual Report and Frnanual Staterients

. e e e . I (1993 Em 19 dm

Operations
*+ Net cash inflow from operaions 242 202

Servicing of finance
Interast paid {58} {s4)
Dividends paid L i L 4 ) e e '(_23‘2".[ _o iy
Net cash ou:ﬂow I'or servlclng of fmance {200} (206)
Tax
Tax received 10 00
Investments {excluding short-terin deposits)
Purchases:

Crdinary shat s (163) - (321)

L#]

¥

T

1”7

-

aned Incorne seulrmes

—_ iy A + I, —

{1,819) (2121}

(1,982) {2,502)

Sales;

Ordinary shares 205 499

Fixﬁg_iggogm sequrities N 1,601 1,851
I et s e _ 1,806 2,350
Net purchases of Investments (excludmg short-term deposits) (1786) (152)
Net inflow from sale of Canadian general Insurance operations i - 58
Net cash outflow for Investment (176} (94)
Net cash outflow before financing {214) {(08)
Financing
Commercial paper borrowings {excluding short-term debt}:

Issues - 67

JRepayments . — i (81) )
Net {borrowings repaid) cash borrowed {81) 66
issues of erdinary share capntal e e — ) 27 L
Net cash {outflow) Inflow from fmanclng (54) 86
Net outflow in cash and cash equivalents (268) (12)
Changes In cash and cash equivalents
Net outflow (268} (12)
Exchange  translation e e e U SO |
(Decrease) Increase for year (268) 7
Balance at baginning of year 327 320
Balance at end of year 61 327
Comprising;

Short-term deposits 93 233

Bank halances and cash 70 103

Short-term debt (162) (33)

61 327

,-.*,b“i“u" s |,r T
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Prudentsal srawal Report and Financal Statements

Accounting Policies

{a) Disclosure requirements

The consolidated finaneial statems, vts are prepated in accordance with the provisions of'section 7234 of, and Schedule DA o, the Companies Act 1985
whih cover the disclosutes applicable to insarance companies. The financial statements are prepared in ag, ordance with applivable accounrizgp
standurds and with the starzment of recommended practice fssved by the Association of British Insurers. The balance sheet ol the Company Is prepaced
in ageordance with the provisions of Schiedule 4 to the Compan’ « Act 1985, which apply to companies generally, The Company has taken advantape off
the exemption under section 230 of the Companies Act 1935 from presentingits awn profit and 1oss account,

(B} Basis of consolidation
The nancial staements of the Group incorporate the assets, Habilities amd resulrs of the Company and its subssdiary undertahings.
The resules of subsidiary undertakings acquired or disposed of are included in the inancial starements from the date olacquisition or up to the date

of disposal,

(€) Long-term business

Premiums and annuity considerations are aceounted for when due, except for unit-linked business where premiums are accounted for when the
labilities arising from those premiums are created,

Maturity claims ar+ accounted for on the policy maturity date. Annuities are accounted for when the anuuity becomes dug for payment.

Surrenders are accounced for, when paid, Death claims and all other clims are accounted for when notified.

Tax on long-term business activities is charged to the long-teem business fonds.

Long-term profits are allocated from surpluses determined as the resule of annual actuazial valuations. For with profits and reinsurance business, the
amount of surplus released ro profits is determined by the directars of the campanies concerned in accordance with the relevant Articles of Association.
For other business the release to profits comprises the whole of the surplus ansing in the year.

The transfer of shaceholders’ profit from the long-term business revenve accounr 1o the prefitand loss aceount is grossed up by attributable tax,

(D) General insurance

li) Personal fines

Personal lines Lusiness is accounted for on an annual basis with profits recognised in the financial year in which the tisk is carried.

Premiums written are accounted for when risks are assamed, In determining the underwriting tesalt the proportion of the premiums written and
acquisition costs incurred relating to periods of risk beyoad the year end are cartied forward to subsequent accounting periods as unearned premiums
and deferred acquisition expenses. The amounts carried farward are calenlared mainly on a daily basis.

Claims comprise the settlement and handling costs of paid and outstanding clims arisin,, .rom events ocourring in the year and adjustments to prior
yeats’ claims provisions, Qutstanding clums comprise claims incurred up to bat net paid at the year end whethe teported or not.

An unespired risks provision is established for any escess of expe ted chims and deforred acquisition costs over uneamed premiums and anticipared
investment retuen.

(i) Inwards reinsurance
lnwards reinsurance business is subject to delays in the receipt of information from ceding companies and is accounted for on a funded basis.

Premiums and claims are recorded in the accounting period in which they are notihed. The aggregate net ievenne in respect of each underwriting year
is careicd forward as a fund and additional provisions are made if necessary to meer the estimated costs ofall outstandung liabilities including clnims
incuered but not reported and claims expected on periods of risk beyond the year end,

The minimum development petiod before profit is recognised on an underw riting yeae depends upon the nature of the business and ranges from one
to three years, Where applicable, uneasned premivms are ealculated on the basis of individual contract terms or on a pro-tata basis.

{m) Dizcounting

Cestain long-tail fiabilities m respect of reinsurance and dis. ontinued businesses are disconnted to take account of the extended settlement period.
"The investment teturn carned over the period to settdement is eredited to the underwriting result,
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(E)} Tax

Tax is chasyed on all profits wnd incorue earned to date less reliefs. Provision under the liabiliey methad is made for deferred tax arising from timing

differences other than those cansidered likely to continue into the foreseeable futre, Under this policy, deferred rax is not provided nn earnings
retained aversens,

{F) Investments
{7} Investment valuations
Listed investments ure shown at market valae, propertics ac open market value as valued by the Group's qualified surveyors or by professional eternal

‘aluers and unlisted invesrments, moregages and Joans at directors’ valuation. Shares in subsidiary undertakings are shown at cost less provisions for
dimintian in value

(i) Investment gains

-~ Long-term business funtls

Vor non-linked business, realised and unrealised gains and related ix are taken to investmene reserves. Transfers are made between investment reserves
and the long-term business revenue account as determined by the directors of the companies concerned.

Tor linked business, gains aze dealt with {n the revenue aecount.

~ General insurance and skareholders’ funds

linsurance company realised .nd unrealised gains are taken initially to reserves. The five year average of these gains is credited to operating resulis,
The unrealised element is subsequendy transferred back to revaluation reserve,

Non-insurance company realied gains are included in operating resules. Unrc Jfised gains are taken to revaluation reserve,

(G) Foreign currencias

Foreign currency revenue transactions, assets and liabilities arc eranstated at year end exchange rates except that cerrain revenue teansactions are
translated st races ruling ar the transa.tion dates. Within general insurance and shayeholders' funds, exchange differences on not investuents in foreign
enterprises less matching borrowings are taken to retained profitand ether exchange differences to shareholders’ other income.

Exchange differences o1 long-term business are taken to investment reserves.

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

{1) Fixed assets and depreciation
Fixed assets are capitaliied and depreciated by equal annual instalments over their estimated nseful Jives.

{1} Leased assets
Assets held under finance feases are capitalised at their fiir market value, Commitments under these leases are included within other eredicors.

(K} Pension costs

Chrges in respect of employers’ contributions to defined benefit suhemes are ¢ileulated on a basis which spreads the costs over the scrvice lives of
s ieme members. Contedbutions in respect of defined contribution schemes are recognised when incuired,
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Prudentizl Annual Report and Financal Stater pnts

~ .

Notes on the F

Nate 1 Segmental Analysis
Fremiums and operating prafit {loss)

inagcial Statements

_Annuat preenlums

Mew b

UsIneLs

Single premiums

Gross
p!emium jncame

Dpciating
profit {loss}

Long-term Business o ‘_|_9937 fm 1y 1993 Ein 192 4m 1993 €m s g&m 1993 €m P2 gm

United Kingdom

Non-linked;

Pensions 120 134 656 5RY 1,221 1,125 91 L2
Life and annuity 90 126 1,089 1,960 1,728 164 100

Linker life and pensions o a_ 3 7 . 132 an ] 13

Total individual business 214 263 1,822 [ 141 3,314 2,40 261 257

Corporate penslons o A 72 6 620 Cosis 820 LLIN 21 1y

Tatal Unlted Kingdom . o286 el 2,442 4,934 3020 282 7h

usa L 73 1,068 a2 o

Other countries

Australia and New Zealand 45 A2 552 163 727 714 6 12

Aslan markets 39 30 55 12 193 1da 5 4

Otner markets o a1 I 129 Ial 366 364 ﬁ[‘i’) (€)]

Total other countries o 125 133 ) 6 G4 1,286 4 19

Mercantile & General Reinsurance

United Kingdom 36 38 76 60 248 226 a3 a3

North America 16 14 451 202 568 402 16 12

Otherwc_‘ountries L . 9 9 . 25 Mo 72 66 _ 14 12

Total Mercantile & General Reinsurance 61 o1 552 86 888 094 73 [
3 Group Total 536 22 4,798 4,581 7,896 7,599 491 444

Gross Operating
pieT um income “Undcrwrlling result __Inyestment return p{ofl!. (less)

19924 1993 £m 1992 4m

Continuing Ganeral fnsurance Operations 393 Em 1997 m 1993 £m 1992 Lm 1993 &m

United Kingdom personal lines

Domestic 261 218 37 0 18 17 535 27

Motor e i 72 67 ] L N & 8

Total United Kingdom ) e 333 uy 34 8 27 k) LU

Mercantlie & Generai Reinsurance

United Kingdom 260 303 {51) () a1 27 (10) (104)

North America 75 123 - 1) 13 10 13 {43)

Other countrles - B - SOV, . R ¢ S L3

Total Mercantile & General Reinsurance 379 481 {53) (187} 59 44 6 (i13)
2 Group Total 712 i (19) (179} 86 69 67 {110)
4 Discontinued General Insurance Oparations - 392 - {06) - 55 - (1

2es 36 Prudentis Corpdratinn ple

The geoprphical analyses of premiums are b 4 on the terrieory of the operating unit assuming the nuk. Peemiums by territory of sk are not materdally different, except in
respect of the gencral insurance operations of Mercantile & Ceneral Reinsurance, for which the analysis by tescitory of risk compr'ses United Kingdom £ 94m (<9 m),
Continental Yngope £76m (£122m), North Ameriea £93Im (L1 s9m}and other countries £116m (£129m).
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Prudential Annual Repart and Financial Statements

New busingss
sy Gross
premium income

a Arwlrn;al_memrumsvw
1993 £m

long-term Business B ] o o 192 4m_ 1993 €m 19924m 1993 Em  it2im
Non-linked:
Pensions 194 198 656 90§ 1,631 1614
Life 243 30 1,188 1,001 3,176 2964
Annulty 1 2 1,339 [ R 1,355 1,071
. Permanent health . . . i 30 a3 486 324 469 178
Total Non-linked 468 529 3,869 3,893 5,831 6,732
Linked:
Pensions 18 27 259 225 292 203
Life o 50 36 670 4ol 773 o il
Total Linked 68 63 929 6RO 1,065 86
Group Total 536 02 4,798 A, 581 7,896 7,590
Comprising: Individual business 424 186 3,318 3448 6,101 0,127
Corporate business 112 106 1,480 1,133 1,795 116w
536 192 4,798 4,581 7.896 7,596
Gioss
premivm incgine .
Continuing General insurance Operations ) L 993 tm 1992 4m
Property 420 q4i
Liability 232 245
Other 60 [
Grotp Tot' 712 790
Net assets and sharehcliders other income - geographical analysis
Shazeholders” funds held to meet solvency requirements aze not regaeded as opesating aet assets for the Jurposes of calzulating profits of the longterm and general
msurance businesses, Therefre the net assets of these businesses are considered to be nik. The seographical spread of tue businesses is indicated by the following
anddysis of insurance tunds:
Long-term Generat
bush_a_ess iun_rjs_r insurance funds‘ ;
Insurance Funds L o 1993 £m 2 Lm
United Kingdor., 28,981 24,288
uUsA 12,114 10,20t
Canada 2,250 2,233
Australla and New Zealand 3,267 2,681
Aslan markets 48% 340
Other cauntries 797 640
Group Total 47,898 40,433 1,696 1,832
Shareholders' Shareholders' capitin
_ uthﬁer Incc!me . ’ayd reserves B
Shareholder<’ Funds e e e e e V93 €M 1902 Lm 1993 £m 1902 4m
United Kingdom 21 49 338 22
usa 52 96 870 739
Canada 1" 1y 140 121
Other countiles _ ) SV LSO (U - A} | )
100 134 1,475 1,198
. Less Borrowings - - 687 W
Group Total 100 134 788 504

Detals of Group horrowings by ¢ inency are ingluded innote 13,

—
e i *It‘ls [ )
R
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2 Historica! Cost Profit

Notes on the Financial Statements

A vete of the histarical cost profic tor the year has nor been presented as it is not materialy different trom the profic disuosed in the protigand los aweunt

3 Long-term Business Revenwu,, Account B e L 1993 Em  1widm
Gross premium income 7,896 750
V!:ess reassurante o ) o I | E A A
Net premium Income 7,699 A4
Investment income 3,091 2850
Investment gains transferred from Investment reserves 1,983 Jpdod
Investmeat gains relating to linked business o ) o .. 004 M8

13,777 12,104
Gross claims and surrenders 4,812 3 A%l
Less reassurance L o o . _“LBD . b
Net claims and surrenders 4,652 WAHE
Commission 564 i
Expenses 789 Hab
Tax 175 190
Increase in insurance liability 54832 428

11,612 10,114
Surplus for distribution 2,165 1,989
Less policyholders’ honuses o 1,843 1S
Shareholders' profit after tax 322 284
Shareholders’ tax 158 160
Operating profit 481 A4

4 General Insurance Revenue Account

1995 Em B dm

Gross premium income 712 1188
Less rainsuranca o 62 o
Net premium income 650 1,038
Gross clairns 629 RS
Less“{einsurance _ o 7 120 L
Net claims 509 742
Commission 109 147
Expenses 83 17§
Deferred acquisition expenses [ 3
{Decrease) increase In insurance liabllity o (38) 186
669 1,23
Underwriting result {19) (24%)
Investment return 86 124
Operating profit {loss) 67 {121)
Comprising: Continuing operations 67 {1109
Discontinued operations - (n
67 {121}

14438 Prudential Corporation ple
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Prudantal Arnual Repet and Firancy: Statements

Nete 3 Shareholders’ Other Income 1993 £m 1 dm
Investment return:
In 'estment income 55 an
Insurance company averaged investment gains 36 s}
Nan-insurance company realised Investment gains i . 8 &b
97 Tutd
Corporate expenditure {21) (23
Tradina results fror1:
Investment management 23 3
Unit trusts and persenal equity plans 1 (1)
Operaling profit 100 134
6 Long-term Business Investment Return ) ) ) - 1993 f&m  1emiim
investment income 3,227 2984
Less investment expenses ) ] 136 RLa)
3,091 2,450
Irvestment gains: non-iinked business 6,686 2dht
linke 1 business 1,004 E3E]
Total long-term businzss investment retin 10,781 655

7 General Insurance and Shareholders’ tnvestment Return

PR Em

Investment income 120 174

Less investment expenses e a4 5

116 74

Investment gains arising in y2ar 177 57
{Intrease) decreaza in investment gains not Included in profit;

Deferred investment galns (34) 2y

Non-insurance company unreallsad gains (46) 24

Total general insurance and shareholders’ investment return recognised in year 183 284

Allocated to: Cuntinuing operations

general Insurance 86 6Y

shareholders’ other income . 97 160

183 220

Discontinued operadons - 55

183 284

Deferred investment wains at the end of the yearamountd to £138m (€7im).

Insestmesit retern arising in the vear of £39m (€37m) has been credited to the closure provision in respeet of discontinued general insurance operations and is not

i Juded above,

Long-term business

General insurance

and sharcholders

8 Interest on Borrowings 1993 Em 1992 Lm 1993 £m 19920

Interest on borrowings repayable within 5 years 7 9 29 11

Interest on other barrowings - - 30 40
7 Y 59 51

Intetest chaggod to the fo geterm business revenie account s deducted from investment invome,
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xates on the Financial Statements

Note 9 Tax Geacral Insurance
Lora-tepn 'bysmess and sharekolders
Taxﬁc[mrged_to long-term b}g_sl ess revenue account and to profit and loss account 1993 €m  Je2dm 1993 €&m 1wlim
Carporation tax 14 19 [N
Double tax relief {14) {13} 0+
Tax on franked investment income 80 4 i
Overseas tax 108 25 b
Prior year adjustments ] L o ) ) (5} Ay - o
183 27 £ {n)
Deferred tax: current year {(7) {3 2 R
. Jprioryear e . - o - 3) !
175 1ok 34 a7)
Shareholders' attributable tax {159) {14m) 159 H
16 ih 193 124

Tax charged to reserves 1993 fm 12 4m 1993 Em 1w dm

Current tax 118 o {1) .
Deferred tax - (] - -
148 ol {1) 3
e — ___19"93 €m 1w {m 1993 Em 13 Im
eats:
Short-term timing differences 3 11 4 2
Closure cost provistons - . (24} (n}
2 3 11 {20) (19}
Potential liability not provided {asset not rezognised):
Unrealised gains on investments 2,271 11%2 101 ]
Unrelieved losses {53) (23) {36) ()
General insurance funds - - (9) (18)
Other timing difierences 2 (0) (25) (22)
2,219 L3 31 )

The deterred tow ability of £ (8m (£ 11m) in the balance sheet of the Company r2lates wo shortterny nmung Jilfesences,

10 Pension Costs

The Granp opeates a number of pensian schemes around the word, The majoz schemes ate of the defined benedit type with scheme sssets held in separate srustee
adminsstered funds,

Thz Group's main United Kingdom schenme, which covers approximarely 757 of eligible employees in service, was valued asat 5 April 1943 by a qualined acwan who is i
emplagee of the Group. The projected auerued benefits mediod was used and the prinuipal actuarial assumptions adojrted were investment retum Y per annum,
pensienable carr ings prowth 7.4 per annum, invreases to pensions in payment 4° perannum and dividend prowth %« per annum,

The market value of scheme assets ar thac date v 35 £ 2,580m and the acruarizl value of the assets was sutticient to cover 122 of the benefits that had awerued to members,
alloving for expected tuture inererses in earr 5. As s tesnle of the acuari valuation, the employer's vontribunion rate was mamrained atapprozimuely & ol

pensu mable earnings.

For the vear erded 31 December 1993, the total pension cost for the Group was £a0m {£50m) of whuch £ 6m {£3m} related to overseas sshemes,
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Prudeatal Agnual Roport ard Frranags! Statonients

Price Waterhouse _ Other fums Total
hote 13 fees Payable to Audit Firms o . M993Em  pesdm 1993Lm  Iw24m_ 1993 Em  Lwldm
Statutory audit ) i n 17 a4 0.5 0.8 2.2 2
Audit related services 1.2 6 0.8 04 2.0 1.0
Consultancy services 2.5 1.9 0.2 oy 2.7 2.2
5.4 iy 1.5 in 6.9 §.4

Eees pagable to Price Waterhouse for work performed in the United Kingdom o her than fur starurory audit amounted to £ 20m (4 1.5m),

12 Balance Sheets

l.ong-terrn l;unness

General insurance
and sharcholders

] . o 1993 £m 1992 4m 1993 £m 16yt £y

lnvestments
Ordinary shares 27,792 21,570 548 drh
°roperties 3,978 1,887 26 24
Briush Government securities 2,940 2073 419 Rt
Other fixed Inconie securities 21,049 16,842 1,614 1A62
Mortgages and loans 4,418 1,579 61 58
Short-term deposits . 2,169 1,716 83 255
59,04¢ 47,467 2,761 2350

Other assets
Fixed assets 68 67 63 61
Tax recoverable 178 185 79 120
Deferred tax (3) {11) 20 1y
Nebtors 1,356 1,210 782 R5Y
Bank balances and cash ] 266 369 70 10%
1,865 120 1,014 1,170
Total assets 61,511 49,287 3,775 3720

Less Liabilities

13 Borrowings 2 16 687 694
Tax 107 79 30 TO
Final dividend - - 165 147
Other creditors ) B 1,155 1,074 409 147
1,264 1,169 1,291 1,364
Total assets less liabilities 60,247 18,118 2,484 2,456
14 Less General insurance funds - - 1,696 1,852
60,247 48,118 788 304
'4 Long-term business funds 17,898 40,133 - -
Long-term business reserves 12,349 7,685 - =
Shareholders’ capital and reserves - - 788 504
60,247 48,118 788 504

. st
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Notes on the Financial Statements

General nsuranoe

Long-term business and 5mmholdels
13 Borrowings o L i 1993 £m  Ivulam 1995 Em P dm
Bank loans and ovg[draftjv(repayabl_e on demand} _ o o ) o - 11 18 I
Secur¢d loans:
Canadian dollar borrowings 2 5 -
Unsecured loans:
Siarling commercial paper - - 15
Us dollar commerdlal paper - - 84 ™
DM300m 6% Guaranteed Notes 1997 - - 117 124
SF200m 4,75% Guaranteed Bonds 1998 - 91 o
USS300m 8.25% Guaranteed Bonds 2001 - - 203 [
£150m 9.375% Guaranteed Bonds 2007 - 1501 140
_ Sgren:y“[ranslatiq'g Hability on swap transactions . . ) _ o . - : L b
Total other borrowings 2 &9 7 fs
Total borrowings 2 16 687 64949
r Borrowings are repayable as follows:
: Within one year or on demand - 13 102 114
Between two and five years 2 3 232 140
o After five years - - 353 442
K 2 16 687 v
5T
7!"_

The Company has bank loans and overdrafis of £9m (£ 17m) which are wholly repagable within one year or on demand,

‘[he Group has entered into a number ufswap transactions in respeet of unsecured toans of the general insurance and shuceholders’ funds, As a result of these wansactions,
the eficctive abilities at 31 December 1993 for the unseeused loans are US$742m, DM300m and .£50m, equivalent in total to £ 669m. The weighted average rate of intcrest
payable on these loans is 8.7% (8.4%),

Under the terms of the Group’s arangerenes with ity main United Kinedom binker, the bank has a right of'set off between crediv balanees, other than these ot long1erm
funds, and all overdrawn balances of those Group undertakings with similar arrangements.

14 Insurance Funds

g9z em 1992 Lm

47,685 iy

233 290
LU O

Long-term Business

Insurance funds
Gross outstanding ¢claims
Reassurance recoverable

Net outstanding claims 253 235
Total funds 47,8588 10,434
General Insurance i N e i ) I 1893 Em 1yl dm
Funds gross of reinsurance:
Uncarned premiums 185 230
Qutstanding claims 596
Ir-wards refnsurance and other funds__ o o . 1,358
2,181
Reinsurance recoverable e e ne e e e o o laosy G
1,726 Loon
Deferrad acqulsition expenses {30} {48)

Total funds net of reinsurance 1,696 1,852

Discounting has been applied to cortain Jong-tatl general insurance fuads in respect ofacident non preportional refnsurance, direct abilug usiness and asbestos and
pollution Jums, The discount rite applicd is 53 per annum and the average periods of settleroenr are between three and hfteen yeass. 'The bverall eftec t ol discounting s o
reduce th general insurane funds at 31 December 1993 by £240m {£226m) andl w inctease Group proht belure tax by £ 18m (L 7m).

[ the s aee of discontinued businesses, the fature investment return on technical reserves Has been recognised in aaluulating the dosure provisions,
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Nota 15 General Jnsurance and Shareholders’ Cash Flow
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Reconciliation of operating profit to ret cash inflow from operatlins

Prudental Arnual Report and Finanaal Statements

1593 £mv i b

Total operating profit 648 asy

Adjustments for non-cash items:
Depreciation charges 20 o
Investment gains and other movements (90} {139}
Tax on long-term profits and franked investment Income (163) (11w}
{Decrease) increase in general insurance fund {152) 158
Increase in long-term business proflt transfer (38) 3)
Decreas: {ineraase} in other assets 55 {i36)
Decrease «n other liabilities (38) (2)

Net cash inflow from operations 242 202

Changes In investments

1993 £m m!')f}ﬂ Lm

- R T Lk, e A B e

Net purchases of investments {excluding shoft-term Héposits) 176 152
Investm ant portfolio of Canadian general insurance operations sold In year - (220)
Realisad and unrealised investment gains 185 57
Exchange translation and other movements 12 in
(Decrease) increase in short-term deposits 162) 23
Incraase for year 211 266
Investments at beginning of year 2,550 2,284
Investments at end of year 2,761 2,350

$hare capital
{including share

Borrowings premium)

S@{Qgﬁglhborroﬂgjﬂgrlspare capital 1993 £in 1992 Lm 1993 &m 1992 Lim
Financing:
Net {borrowings repaid) cash raised {81} 46 27 24
Exchang‘gvtvr':mslatl‘on i o . ) o 3 w o - -
(Decrease) increase for year {76) 173 27 ;
Finandng at beginning of year | ) 661 488 87 7
Firancing at end of year 585 ool 214 187
Other barrowings:
Short-term debt induded in cash and cash equivalents 102 33 - -
Total borrowings/share capital 687 694 214 187
16 Exchange Rates
The principal year end exchange rates used for translation were:

) _ Currency 1993 1942
Australia AS 2,18 2.20
Canada 3 1.96 1.92
UsA 118% 1.48 1.51

Sharas In subsidiary

Loans to subsidiary

undertakings undertakinas
17 Investments of the Company o o 1993 €m 1993 £m
At beginning of year 290 670
Exchauge rate movements - 8
Advances of new loans - 20
Repayment of loans - {1)
At end of year 299 697

= T R W
J ,‘:‘ gt
A ;I‘ N 4"
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Notes on the Financial Statements

18 Subsidiary Undertakings
The prinapal subsidiary undertakings of the Company were;

Jacksan Mational Life Insurance Company*

The Mercantile & General Reinsurance Company plc*
Prudential annuities Limited*

The Prudent.al Assurance Company Limited
Prudential Finance BV~

Prudential Financial Services Limited

Prudential Portfalio Managers Limited

Country of Intorparation
United States of America
Scotland

Englard and Wales
England and Wales

The Netherlands
England and Waies
England and Wales

*awned by a subsidiary undertaking of the Company

Each undertakin g hs naly one s of ordinary shares all of which are held by the Group and eperates maialy in its counery of incotporation, apart from The Meraantile &

General Reinsurance Company p.¢ which opentes mainly in England.

The main weivity of the se underrikings is insusance with the exception of Prudential Finance BY, a finance vompany, and Prudential Pordolio Managers Limited an
i estment managerent conpay. Other nadertakings that do not materiatly «ifece the profie of the Group or the amount o its 2ssets are pot shown,
The cumuative goodwiil charged against the Ciroup's reserves arising on acquistions of sabsidisry undertakings that remuain past of the Group amocntcd to £410m (L41vm)

19 Share Capital and Share Premium
Authorised share capital is £120m comprisir 7 2,400,000,000 shares of 5p each,

Issued shares of 5p each fully paid

At beginning of year
Shares issued under share option scaemes
Shares issued In lieu of cash diviqg_qfis

At end of year

Number of Share Share

shares capial Fremium

e . 1933 Em 1993 £m
1,878,604,802 93.9 93.5

9,924,038 0.5 17.6

—— - 2535393 e 83
1,F91,244,433 24,5 119.4

Options subsisting under share aption schemes at 31 December 1993 ware;

Year aptions
granted

1985
1987
1988
1989
1990
1991
1992
1993

Number of optlions

37,950
1,339,455
1,218,208
3,050,964

10,659,651
7,822,305
12,411,224
8,250,524

Exercise price

pence per ,s_ljp_re
128.2

157.2-199.0
149.0-166.4
167.0-200.5
156.0-197.0
192.0-248.0
163.0-256.0
264.0-231.0

Period during which

.. SRtions are exercisable
1994-1995

1994-1997

1994-1998

1994-1999

1994-2000

1994-2001

1995-2002

1996-2003

20 Profit of the Company

‘The proticof the Company tor the year was £234m (£ 27 Im}. Ater dividends of £250m (£ 224m), retained profitat 3) December 1993 amounted to £ 166m (£176m).
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21 Dinztors' Emoluments

The errclumenes of ¢ sevative divectors ather than the group dhied exewtine v determined by the Remunerauon € ommytzee, T € ommittee smprbes the o caoutne ducdon
A neted on page 37 ant the group ehicl exeuutve,

‘The emoluments of the group whief executive e desermined by Hhe non-exe utive members of the Committee,

I udilitson ta xatary entitkments, the exeyutive directon participate jn the Prudential Corporation Share Partiopation Plan, Awards under the Plar are determined by the Committee,
pawed on the pecormance of the Group, tiking into account sharehalders” expectations and eamings peeshare growth in recent years and relative to comparable companies,

‘The Plan operates by the pagment initially of cash awards, The dhrectors oy elect to use the alter tax payments er existing holdings of shures to the same value trs provide shares in
the Company which are bodged with the taustee of the Plan, The Commiteee then approves additioml shave awards base | on the gross amounts 6f the vash awards

Thew addinomil shazes ase purchased 1n the market und behd by the trustee, & condition of the Plan is thae a director nurmally benents Jrom the additional awand only i the shares
whish are lodged by the dires tor are helid by the trustee for five years.

I respeatof 10 2 s executive directoes eleceed e lodge shares with the teustee, The emoluments shown below reflect all pre-tax amounts awanled under the Plan including the
ostol additional shares,

Fxeoutive drrectors alo quality for share opains nnder the Pradential Fxecutive Share Optien Scheme and the Peudential Savings-Related Share Oprion Schenie,

Detuls of holhags of share options are ingluded in note 22,

Tetal emoluments for the year were:
Je93 e g
2,174,019 2,138,457

Salaries, benefits and fees
Performance related emoluments under the Share Participation Plan

(represented by shares to be held by trustee for flve years) 622,800 487,200
Pension contributions 434,636 366,066
Supplementary pension contribution for M ) Lawrence 249,850 -

T ART 205 3,022,623

Tostal emoluments include £280,865 (£279,602) in respect of services as dicectors of the Company.

The emoluments of the Chairman and the highest paid director were:

Sir Brian Corby (Chairman}
Fees and benefits 96,768 B8,718

M G Newmarch (Group Chief Executive)

Salary and benefits 343,856 565,390
Performance related emoluments under the Share Participation Plan

{represented by shares to be held by trustee for five years) 234,000 156,000
Pension contributions 56,212 47,094

834,068 769,385

Exeluding pension contributions, the emoluments of individual directors, other than the Chairman and lighest paid director, fell inte the following bands:

Emoli.: ents Etinﬂr{_g‘fﬂ!e:tors _"__S_njolumcnt_L - 1‘1."19.5’.,‘3.’ djr_ectars
YT 1993 " on: i - o 1983 ion2
5,00% to 10,000 3 o 260,001 to 265,000 - b]
15,001 to 20,000 4 4 295,001 to 300,000 1 -
25,001 to 30,000 - f 305,001 to 310,000 2 -
30,001 to 35,000 - 2 315,001 to 320,000 - 1
35,001 to 40,000 2 - 370,001 to 375,000 - 1
145001 to 150,000 - 1 390,001 to 395,000 1
255,001 to 260,000 - 1 430,001 to 435,000 1 -
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Notes on the Financial Statements

22 Directors® Snterosts

Interestin shargs of 5p . Optirns to subsee tor shares o/ Sp each in the Company

eathgn ths Company Prudenlml Savmgs Relnaﬂd Sham Cption S(home _ Prudential Executive Share Oprios s
) Lranted xexmed ’ Granted Exerary

e i ... . Van 1993 31 5usc1993  1Jan g9 L) 3993 310m 1993 1) 1u93 n 1993 1993 Dec 19493
MD Abrnhams h2,000 12,000

M & Baker 2,500 2,500

K L Bedell-Pearce 7.262 29,274 15,215 2,730 12,4 490,29¢ 105,000 220,040 375,250
Sir Brian Covby 27,927 28,306

N W A FitzGerald 3,040

J A Freeman 23,522 32,816 11,163 11,163 281,250 107,000 388,250
Sir Trevor Holdsworth 6,056 6,283

Sir Alex Jorratt 12,000 12,000

H R Jenkins 2,582 19,648 642,500 244,000 450,000 436,5
M J Lawrence 22,308 34,224 10,51% 2,613 4,830 8,297 459,600 141,500 124,600 476 ..
B Medhurst 25,723 35,660 11,104 11,104 331,900 150,000 181,%.
M G Newmarch 15,241 39,396 10,693 10,693 989,100 397,000 488,850 897,250
A H Teare 2,500 2,500

Options granted to and exercised by directors during the year were at the following prices:

Granted Exerased

o _ e 3 pence per sh:fc_q ) . penm pe share
Savings-Related Scheme 264.0 143 0-160.9
Executive Scheme 327.0-328.0 128.2-199.0

Options granted during the year are exercisable herween 1996 and 2603,

Txcept as stared above none of the ditcctors in office at the end of the year had any intere u shares i, or debentures of. any Greup company ar the beginmng of the year
orat the end of the year, or was granted or exercised any right to subscribe for shares § in, or debentures of, any Group company during the year.

Allinterests disclosed abose are benclicial interests except for 1,190 shares held by Mr B Medhusst ae 31 December 1993,

Thiure has been the following change in duectors’ interests betwaen 31 December 1993 and 31 March 1994: Mr B Medharst agquirad 2,576 shares,

+ 186 Prudential Carporation plc

fiow b, R " r"'-\i
AT -

L3

[ ,,;?“ YO
AR 7, Ty o :.w ’gn

T 0N T eyl P ,;‘gﬂd afy .,,,» .rh,.,n,v i

i
o 4y
‘o

P




a =Tt
e

BN

o E

Frudont'ai Annuat Beport ond Feanzal Staterents

Statement of Directors’ Responsibilities

in respect of the preparation of financial statements

The directnars have w duty to report to shareholders on the pertormance and angial position of the Group and are responsible tor preparing the
Bnancial statements on pages 30 cw -i6 and o~ supplementazy inform tion on pages 50 to 34,

Company Law requices the direceers to pregare financial stitements for the Company and thy- Group which «omply with the relevant provisions of the
Companies Act 1985, In preparing those statements, the directors ensure that suitable aceoanting policies are selected and applied vonsistently, that
reasonable and prndent judgements and estimates are made and that applicable aecounting standards are fellowed. They also ensure that appropriate
accngating recards are maintained for the preparition of those statements and that reasonible steps are taken to safeguard the assets of the Group and
ta prevent and derect frand and other jrregulacities,

Report of the Auditors on the Financial Statements

to the members of Prudential Corporation ple

We have audived the Bnancial statements on pages 30 to 46,

Roipuctis o rorfronstbilitive of Jireccturs amd anditors
As described above, the Company directors are responsible for the preparatiun of financial statements. It is our responsibility wo form an independent
apinion, based or our audit, on thoese financial statements and to ceport our opinion to you.

Buriivaf upiniun

We eonducted our audit in accordance with Auditing Standaeds isswed by the Auditing Practices Board, An awdit includes an examination, on 4 rest
basis, of evidence relevant to the amounts and disclosures in the financial statements. I also includes an assessnient of the significant estimates and
judgements made by the dircctors in the preparation of the financial statements and of whether the accounting policies are appropriate to the
circumstances of the Company and the Group, consistently applied and adequately Jisclosedl,

We planned and performed our audit 50 a5 to obtain all the information and explanatic ns which we considered necessary in order to provide us with
sufficient evidence to give reasonable assurance that the financial stacements are free lrom material misstatement, whether cansed by fraud or other
itregularity or error. In forming our opinion we also cvaluated the overall adequacy of the preseatation ofinformation in the financial statements.

Opisia

In our opinion, the balance sheet of ehe Company gives a true and fir view of the state of the Company’s affairs ac 31 December 1993 and has been
prapedly prepared inaccordance with the Companies Acc 1983, and the consolidated financial statements have been properly prepared in accordance
with the provisions of the Companies Act 1985 applicable to insurance companics.

?;@, Lelerlonee_

Price Waterhouse
Chartered Accountants
and Registered Auditors
London

18 Aprit 1994
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Five Year Review

e 2R
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o i B o 1993 Em Pmlam ldm 1R Am [9RYLm
Summary of Results
Oparating profit {lass)
Continuing operations:
Long-tern business 481 11 184 Aoy A%y
General insurance 67 (110) {38) {1.23) (13)
Shareholders’ otherincome o . - o e 100 1) LI . R
L . . o 648 46K 113 32 !"'1
D;scontinueo operntnons'
General insurance - (11) (v1) {62} A
Estate agency e . - . R ) (19)
. ) = o - (n) (1) (96) (1%)
Total operating profit 648 1§57 Axn 270 ax
{Loss) gain on dosure/disposal - - (85) ) -
Estate agency goodwill previously charged to reserves . . - - - (2}5) -
Profit on ordinary activities belors laterest payable 648 57 237 Th 129
Interest payahle N ] ) L {59) __{m (55) 32} (:i;l)
Profit on ordinary activities hefare tax 589 106 182 44 85
Tax and minorlty interests ) (193) (124) {(v31) (133) L)
Profit for the financial year 396 282 87 {89) 27
Share Statistics
Earninys per share 21.0p 15.0p 4.ip (4 8} 149
Cividend per share 13.2p 11.9p 1Lop 103p hip
Market price at 31 December 361.0p 298,5p 246.0p 196.0p 230,5p
Insurance Funds and Reserves
Long-term business 60,247 18,118 18,801 32,626 34,064
General insurance 1,696 1,892 1,727 1,539 1,566
Shareholdars’ capital and reserves 788 50 163 503 314
Investments at Market Value
Long-term business 59,646 {7,407 38,254 32,339 35,042
General Insurance and shareholders 2,761 2,550 2,184 1,939 2,20%
ther funds under management e . 13,205 11,799 10517 8992 9781
Total investments 75,612 01,816 51,055 413,270 -'h.l)RR
Long-term Business Investments
Net Investment in year
Funds arising in United Kingdom:
Ordinary shares 761 1300 1,35 671 466
Propertles {146} (117) (192) (152) (142)
British Government securities 51 96 (522) 38 (523)
Other fixed Income securities 266 521 297 ERi| 628
Short-term deposits R L (530) a2 (92) 104
2,339 1,360 1,261 313 673
Funds arising overseas;
Ordinary shares {187) u 140 2ug By
Properties 15 3 (19} 33 44
Fixed Income securitles 2,260 AL 1751 1,5%¢ KK
Short-term deposits ) NPT I C1 -3 I (/- 14 ot 186
1 976 2,619 I 886 1.8%0 1,742
+ro40  Prudential Corporation plc
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) 1983 m v dm wlam 1w dm IRLENATH
Sales of Savings and Protection Products
Ordinary long-term business: annual premiums 520 S48 487 14 14
single premlums 4,795 4,557 LR T} R iR
Industrial life business: annual premiums 16 a7 5% n% 6%
single premiums 3 24 2 24 a2
Investment preducts: regular premiums 36 "
singla premiums 323 i 109 104 120
Resuits of Continuing Operations
Long-term Business
Qrdinary Long-term Business
Grass premium income 7.572 7,221 5,708 RGOS &,481
Investment income 2,897 2012 2,202 Lot L d
Investment gains transferred from investment reserves 1,669 1,314 Lozy ELY HEY
Commission and expanses 1,176 1,178 inhfy Hoh ®27
Policyholders' bonuses 1,480 1,330 1259 LD 1,084
Shal:eholdgﬁ' operating prowli(t _ e . ) 425 380 L me 284
Industrial Life Business
Gross premium income 324 375 9% A06 410
Investment income 184 23R 275 ang 20
Investment gains transferred from investment reserves 314 178 79 318 han
Commisaion and expenses 177 164 225 215 206
Policyholders' bonuses 363 369 18 L] At
Shareholders’ operating profit 56 58 /3] S T
Total operating profit 481 4 185 3067 354
General Insurance
Gross premitm income 712 7% (45 70 501
Underwriting result (19} {179} (2 (190) (v2)
Inves_trpent return . e v__BG 0% . . _ A
Operating profit {loss) 67 (110) {18) (123) (13)
Shareholders’ Other Income
Investment return:
(nvestment Income 55 80 n 84 Eh
Insurance company averaged investment galns 36 30 20 28 s2
Non-insurance company realised Investment gains U VL. LS (S, N
a7 160 101 148 133
Corporate expenditure (21) (33) (20} (z6) (29
Trading resuits from:
Investment management 23 8 12 7 16
Unit trusts and persogaﬂ’equ_ity_plgnj_w R . . 1 *(1)"”“__11_)_(“__ _Q_)_ e
Operating profit 100 131 80 128 128
Total contintiing operations 648 08 413 7 A4

v
13 A

Uy e $4 2
""fh'u"‘ﬁ".’i'- )

Prudential Corporation pic 49,4,

T
= d i3y

TR
]

v



Prudentiat Supplomenta Infarmation

Long-term Business Results - Accruals Basis

Financial Overview
QOperating prot’

¢k e TR © AT 5 WA e £3 % e TR W Tanae =TT S TE

993 Em 1ML

Lang-term business 887 87
Geni. !insurance and shareholders’ other income o ) . 7 167 13
1,054 Balr
Intarest payable {59} (51)
Protit on ordinary activities before tax 995 100
Earnings par shar 25.1p 28.%p

Sharsholders’ capital and reserves

S e Y 4 ———— T O W ALYl 1S5

1993 Lm 1993 L

Statutory basis 788 504
Profits retained in long-term funds 3,386 2,296
Accruals basis 4,174 3,300

Review of Results

As Lexplained earlier, we believe that the
accruals basis of reporting provides a beteer
insight into the performance and underlying
profitability of our business than the sratutory
bas.s, Howeves, the method §s still atan
eaperimensal stage and results on this basis are
therefore shown as supplementary information
gather than as the priacipal inangial statements.
aAn explanation of the aceruals basis of
reporting is sct out on page 56.

On the accruals basts our long+term business
contributed profits of £887 million in 1993, up
10 per cent. Taken togecher with the significant
simprovement in the geoeral insurance results,
our total prestax profits were ¢lese to £ billion,
with earnings per she o the aeeeval basis
inurcasing by 23 per cent to 35,0 pence.
Aviruals profits atise from three Sources = new

+0450 Papidential Corporation pic

Long-term Profits
< (£ million)

hid

business, business in force and the investment
tzturn on the shareholders' acerued interescin
the leng-term funds,

Profits from new business fell by 12 per centto
£289 million primarily as a result of a one-third
fall in sales of single premium annuity products
in Jackson Nationai Life,

Proftts from business in force have huen
reduced by a charge of £170 million tsulting

from a reassessment of the expected rate of

v,

1993 Long-term Profits by Category
{£ million)

vl

¥z
Rew

. business

"‘\:\- LR

.
3
W

§

s Bustness
In foree 11970

N
Invostment
return |

future investment returns on owr main UK in
force portfolio. The anticipated pre-tax return
has been reduved to L0 per cent per annum
from the 11 per cent applicd in 1992.
Nevertheless good investment returns around
the world in 19y3, an increase in realised gaing
in Jackson National Life, and the benefit of
expense reductions in our Home Service
division helped profits lrom husiness in force to

increase by 54 per cent o £192 million,
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The third clement of the zecruals profits, the
investment return on the shareholders” acerned
interest in the long-term business, grew by 15
per cent to £4106 milfion.

The aceruals basis of reporting also shows the
profits retained in the long-term business of our
operations, The shareholders’ accrued inccrest
in the Group's long-term funds rose by 21 per
cent to £3.4 billion during 1993 reflecting the
growth in retained profits whicl we are
achieving from sales ol new policies, the
management of the business in force und
particularly in 1993, strong investment
performance. The shareholders acerued interest
includes deferred geins of £530 million (£206
mill:on) which under our policy of smoothing
investment appreciation will be included in
operating results 1 fueure years,

After including the net assets of £788 raillion
(£504 million) reported on the statutory basis,
total shareholders’ funds on the accruals basis at
the end of 1993 were £4.2 billion {£3.3 billion).
In my review on pages 8 1o 25 [ dealt in some
dezail with the progress in each of our main
businesses. I prosenting aceruals information,
the resuits of Hlome Service, Prudential
Financial Scrvices and our overseas retail
operations (other than in the USA) are reported
under Pradential Assurance, their principal

operating company.

A ame e b by

Business Area Review

Long-term profits of the Group in 1993 were as

foltows:

-5 . 1993 Long-term Profits by Business * « 4

Fwx (€ mlllion)
s M&G

2t !'-e'm‘;?;.,. Litdm
& ’ Ir

Prudential :{
H

Atsurance

vl 3

. Jackson
{* Matlonal Life
£187m

Prudential Assurance

1993 £m 1992 Lm
New business
Annual premiums 411 458
Single premiums 3,178 2,620
Operating profit
New business 223 226
Business in force 41 36
Investment return on
the shareholders’
accrued interast 272 225
536 487
Shareholders” acerued
Interest in the
long-term business 2,153 1,753

Prudential Assurance and its subsidiarics are
responsible for all of the Group's retail
opeiations outside the USA and sell life and
pensions products to both the individual and
corporate markets, These products gene cally
have high savings and fow risk contencand are
designed to be held for the long term, The
mature of the products aliows recognition in the
year of sale of a high proportion of the total
sharehalders” peofits which will ultimacely
emerge from new business. The ather main

constituent of Prudential Assurance’s profits is

o T e
.i‘la(r‘j.,.,, I

Flan

Prudential Supplementary information

investment return on the shareholders acvrued
interest in the long-term funds, whicl
represents profits resained In the funds
primarily to meet valuation and solvency

requirements,

v, Prudential Assurance
;
keng-term Profits [C miflion)

"

an

7 "3

Sales of single premium policies were up by

21 per cent with strong growth in most of our
major markets. However, annual premium sajes
{ell in most arens, reflecting the continued
reluctance of consumets to enter into regular
Hnancial commitments, Also, profitability of
individual contracts sold in the year was slighdy
lower than in 1992 due to our expectation

of lower future investment rerurns, Taken
together, these factors resulted in 1993 new
business profits of £223 million, similar to the
1992 level,

However, there were encouraging features
within the 1993 new business results. Tn the
UK, profits from Prudence Bond, our successful
single prerium with profits investment
contract, rose by 15 per cent to £54 million,
whilst overscas, our Asian and Australian
operations together contibuted £35 million of
new business profitin 1993, Unit Faked
bsiness in Australia is now fint deed wholly by

Prudential Corparation plt 51,.,




Prudential Supplementary Infa: mation

shateholders’ funds and consequentdy
sharchokders receive ll of the profit previously
shared with the life fund,

Profits from busines in force increased by 14
pet cent to £41 mitlion. In the UK, smoothed
investment returns were some £90 million
higher chan in 1992 but this was outweighed by
the charge of £170 million for the effect of
lower andcipated UK investment returns,

The benetits already delivesed from our cost
reduction programme in the Home Service
division allowed us to recognise a one-oll
reduction In our expected future expunses.
Overseas, profits from business in force
improved slightly, o ainly due to much
improved investment returns fn Australia,
However, the results of our Canadian
operations were again disappointing due to the
need for further provisions for investment
defauit losses,

The investment return on the sharcholders'
accrued interest in the long-term funds
increased by 21 per cent between 1992 and
1993 to reach £272 million reflecting both the
increase in retained prolits and good
investment performance,

Investment teturn was the major contributor to

._-.,.';2‘. Prudential Assurance
4 .. 1993 Long term Profis by Category (S miltion}
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the growth in the shareholders” interest in the
long-term business of Prudential Assuranee
which rose by 23 per cent during 1993 and
stood at £2,153 million at the end of the year,

Jackson National Life

1993 Em 1992 £'m
New business
Annual premiums 64 73
Stngle premiums 1,068 1,375
Operating profit
New business 39 68
Business in force 97 40
Investment return on
the shareholders*
accrued interpst 51 49
187 137
Shareholders’ accrued
interast in the
long-term businass 470 410

Jackson National Life sells savings nd
protection products in the USA individual
macket, with the majority nlits sales being
single premium annuitics, In vecognitinon of the
different risk characteristics of the USA annuity
market, profit emergence on Jackson's products
is less weighted tewards new business than s
the case for Prudential Assurance. A larger
proportion of profits therefore tends to arise
from business in force,

As mentroned in my review, Jackson's rpid
sales groweh reversed in 1993, Single premium
sales fell by a third and new business profits fell
accordingly, from £68 million to .£39 millon,
Un the other hand, profits from business in
foree more than doubled to .£97 million,
mainly due 1o # £33 milion increase to

402 million in realised investment mains
allocaied o slitrcholders,

Investment rerurns on the shareholders’

Intesest rose from .49 million (o 4 51 million,

.
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. ;&  Jackson National Life
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. 1991 Long-term Profits by Cateoory (€ million}
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the growth in the sharekolders’ interest being

offset by lower inracest rates. The sharcholders’

interest itself increased by 13 per cent to
L£470 million.
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Mercantile & General

1993 €m 1992 £'m
New business
Annual premiums 61 al
Single premiums 552 386
Operating profit
N business 27 35
Business In force 54 49
lvestment return on
the shareholdars’
accrued Interest 83 79
164 163
Shareholders’ accrued
interest (1 the
long-term business 763 433

Mereaniile & General is 2 major participant

in worldwide life and disability ceassurance
mckets. Its business is more exposed to
underwriting risk than the Group’s retail
businesses whose products are mainly
orientated towands the medium- to long-term
savings market, The prteern of accruals profit
emergence refleees this characteristic by taking
a lower proportion of the ultimate profit in the
year of sale.

Investment return on the sharcholders” acerued
interest in the long-term business forms the
largest constituent of M&G's accruals hasis
prafits, reflecting the high level of profits and

salvency capical retained within M&G's long-

Mercantile & General
Long-Leemt Profits {€ million)

HE
200 .
15 (in) 164
150
100
50
o
§ " 92 w3

term funds, Since M&G does uut have any
participatitg policyholders the whole of the
investment return on hese rettined funds is

attributable to sharcholders.

@ Marcantile & General
1533 Long-term Profits by Category (C millien)
Lestitae,,
e e, Now buslaess
. L22m

g

7= Buslness

= et Inforce
fraqusr” cs*m

In total, 1993 proiits of £164 million were
similaz to "he 1992 level, For new business,
annual premium sales were virlually unchanged
but single premiums increased by 43 per cent,
mostly due to a higher level of medical expense
business. However, the growth in new business
profits that might be expected has been
outweighed by the effects of a reassessment of
the appropriate profile of accruals profit
recagnition for certain lines. In addition the
vesults for UK disabitity business deteriorated
an [993; recent rises i premium rates in the
primary macket will not have significans effect
for M&G until 1994, Accordingly, profits from
new business fell by £8 million to £27 million
in [993,
This reduction was ofiset by growth in profits
from business in force, up 10 pee cont to £54
million, duc mainly to improved Investment
returns, The sharehalders’ accrued interest in
M&C3's long-term business rose during 1993 to
L7063 million, an increase of 21 per cent,

e
lf}‘j\ .

Prudential Supprementary Informaton

Conclusion

This is the third time that we have published
our results on the accruals basis, We remain
committed o the development of this method
of reporting. 1 believe that the resnlts once
again demonstrate much more cleany 1o both
management and sharcholders the faciors, hoth
pesitive and negative, which have contribured
to the underlying performance of our main

businesses,

/cé ﬂ//fm'm/

M G Newmarch
Group Chief Executive
18 Aprif 1994
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Prudantial Suppleimentary Information

Consolidated Profit and Loss Account — Accruals Basis

Yoar ended 31 December 1993

. 1593 £m 1992 dm

Operating profit {Joss)

Continuing operations:
Long-terr business

New business 289 32y
Business In force 192 125
__(Invegtment return an the shareholders’ accrued intarest 406 A3i
887 807
General Insurance 67 (110)
Shareholders’ other income 100 _ 134
1,054 831
Discontinued operations - (11)
Total cperating profit 1,054 U
Interest payable {59) s
Profit on ordinary activities before tax 985 769
Tax (333) (234)
Rinarity interests = (1)
Profit for the financial year 662 434
Dividends {250) (224)
Retalned profit for the financial year M2 310
Earnings per share
Based on earnings of £662m (£534m) and 1,884m {1,873m) sharas. 35.1p 28.5p
Dividend per share 13.2p 11.9p
Statement of Total Recognised Gains and Losses - Accruals Basis
Yed, ended 31 December 1993
Hote 1993 £m 1992 £m
Profit for the fipancial year 662 534
Other recognised galns {losses)
g lacrease In investment gains not included in profit 434 12
5 Exchange (losses} gains (3} 166
Other movements . 4 {20}
435 158
Total recognised gains 1,087 692

This supplementary information has been piepts < e the acoreais basis of Snancial teportin® described on page 56,
Fimanal statements prepired on the tatutory B s of financial reporung are provided on pages 30 to a6,
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Summarised Consolidated Balance Sheet — Accruals Basis

31 December 1993

Prudental Supplementary InfGrmation

ol 1953 €m 1992 4 m
Investments 62,407 50,017
q_t_hﬂassets 2,420 2339
Yotal assets 64,827 52,550
Less Liabllitles 2,096 2,082
Total assets less liabllitias 62,731 50,474

Less Insurance funds and reserves
Long-term business 60,247 18,118
Less Shareholders’ accrued interest In the long-term business 2,386 2,796
56,261 45,322
General insurance 1,686 1,852
58,557 47,174
4,174 3,300

Shareholders’ capltal and reserves
Share capital 95 o4
Share premium 119 23
Retalned profit and reserves {statutory basis) 574 317
Profit retained in long-term funds {accruals basis) 3,386 2,796
4,174 3,300

Reconciliation of Movement in Shareholders’ Capital and Reserves - Accruals Basis

Year ended 31 December 1993

_ 1993 £m 1992 £m
Total recognised gains 1,097 Gy2
New share capital subscribed 27 20
Dividends {250} (224)
Net addition to shareholders’ capital and reserves 874 488
Shareholders’ capital and reserves at beginning of year 3,300 2,812
Shareholdors’ capital and reserves at end of year 4,174 5,300

“This supplementar; information has been preparcd on the aceruals basis of fnancial reporting described on page 56,
Finincial stacements neepared on the stacutory basis of financial eeporting are provided on pages 30 to 46,
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Prudential Supplemeniti.y Information

The Accruals Basis of Financial Reporting

The aceruals basis of financial reporting is based on conventional accounting principles and recognises profit as it acerues over the life of ag insurance
contraet. Altheugh total profits from long-tem business caleutated under this methed are the same as under the statutory solvency method, the timing
of recagnicion is different,

The timing difference can be illustrated by considering an mdividual contract. Using pradent assumptions of the main elements of fature invome and
expenditure - investment retuin. death elaims, lipses, surrenders and administzation expenses - the total profit expected 1o be caned rom the contract
can be estimated ac the time of its sale.

Under the statatory solvency basis of reporting, this profit will be recognised as it is released to sharcholders as a series of cash flows from the longsterm
funds. Under the accruals method, however, the patten of profit recognition is based on an assessment of work performed end risks borne by the
insurer over the life of the conteace. The total profit expected to be carned is allocated to individual financial years by incorporating planned profit
margins into the asst,.nptious made at the time of sale about future incore and expenditure. These margins are see by Pradential’s board to reflect work
done and risks borae in future financial years. Provided that the actual outcome s in line with the original assumptions, protits will be earned in each
accounting period as these margins are released. Any anticipated losses are recognised immediately as are difierences between actual and assumed
income and expenditure,

Major elements of work perfotmed are marketing, staff training and policy administration, all of which are conicentrated to a large extent in the year of

sale. Consequently, a significant proportion of the total profit from the contract will normally be recognised in the year of sale, reflecting the success of
these efforts. This clement of profit {s known as the profit on new business. The retease of planned margins and vasiances between actual and assumed

experience during the remainder of the contrace period produces the profit on business in force.

Under the accruals methed, profits are recognised eariier than under the statutory solvency basis of reporting, which derives from statutery requirements
designed to ensure and demonstrate solvency in the long-term luads, The additional profits recognised at an earier stage under the aceruals method
are retained within the *ong-term funds, thus ensuring the solvency of those Tunds. These retained profits are known as the sharcholders’ acerued
interest in the long-term business and the investment return on this amount forms part of the aceruals profit for the year,

The total accruals basis profirs reported for wn accounting year can therefore be analysed into three separate compenens:
« profits from new busiuess:

+ profits from business in force; and

« the investment return on the shareholdees’ acerued interest in the long-term business.

"Thie accruals basis is designed to repore profits which reflect business performance during the year under review, particularly new business sales and
investment performance, Both sales and fnvestment returns can change significantly from period to period and so accruals basis profits ate expected to
show more variability than profits ceported on the statutory solvency basis.

It is important to note that the usc of the acerualy basis does not affect che cash surpluses which are released to sharcholders funds from the long-term
funds. These continue to be determined by post-tax profits recognised on the statutory solvency basis. It should also be noted that the aceruals basis
docs not affcet amounts available for dividend pagments to sharcholders, as the profits which are recopnised earlier when using the accruals basis are
not legally distributable,

The non-distributable element of retained profir is represeated by the sharcholders” accrued interest in the long-term business and, when combined
with sharcholders’ funds reported on the statutory solvency basis, provides an improved measure of tatal shareholders’ funds of the Group,

It is important to realive, however, that the sha reholders’ accrued interest does not represent the value to shaceholders of the business in force as,

in future years, further profits will be carned on this husiness,
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Prudential Supplementary Ip/ormation

Notes on the Supplementary Information

1 Basis of Preparation

The aceenals basis results have been prepared inaccordance with the Diaft Propesals an Accounting for Shassholders’ Profits in Long-term Insurance
Husiness issued by the Association of British Insurers in July 1992,

The information 1s supplementary to (e financil statements on pages 30 to 46,

2 Assurnptions

The accruals basis results have been prepared on the basis of prudent foreeasts of fture rates uf invesement return, policy discontinuznces, mortality
and rorbidity, expenses, expense inflation and taxation, ln prepating these ferecasts, aceount has been tzken of recent experience and general cconomic
conditions, together with inherent uncertainey.

Tt has been ussumed that the bases and rates of wxation, hoth direce and indirect, will n ot change materially in any of the countries in which the

Group operetes.

Assumed furure rates of investment recurn reflect prevailing interest rates, the outlook for inflation and the mix of the investment portflolios. A pre-tax
sate of 10% per annum, before applying planned margins, has been assumed fur the UK with profits fund of Prudential Assurance, compared with a rate
of 1% per annum assumed in 1992, The assumption in the current year of a lower future rate of retirn reduces the expected cash flows from business in
force at the star of the year and has resulced in a charge to 1993 profits from businesy in force of £170m.

‘The proportion of surplus from the with profits business of Prudential Assurance allocated to shareholders has been based on the present level of 10%
bue with an sllowance for the estimated future effects of taxation on UK pensions business.

In the UK, Depictment of Social Security rebate business has been treated as single premivm business.

3 Planned Margins
Planniud margins are designed to provide an approptiate retuen on tisks borne and work done in futare periods. The marging on the most impaostant
assumptions, expressed as proportions of those assumptions, ace as follows:

Investment return 15-22% Mortality and morbidity 8-18%
Proprictor’s margin on investment returns Palicy discontinuarce 20-50%
(USA annuity products) 25% Expenses 20%

Planined marging have been resuicted to below the levels shown abave for products where their application would result in a oss being shown on new
business which is expected to be profitable,
‘The planned margins used are the same as in 1992 with the exception of investment return where the masgins in 1992 were 15% to 20%.

4 Investment Return

‘The aceruals basis » accounting recognises the total investment return of the long-term businsss to the extent attributable to shareholders, The

rerurn comprises mcoeme and pains, bot: realised and unrealiced, and includes expested future returns on existing contracts alter providing for

planned margins.

With the exception of fixew ierest investments held by North Ameriean subsicdiaries, investment gains during the period a.e inchuded in the
shaccholders’ acerued interest as they arise butare spread forware ~ver five years for the puvposes of caleulating ~uerating resules.

In the case of North American subsidiarics, it is assumed that fixed interese investments will normaily be held until maturity. Therefore unrealised gains
are not reflected jo the accruabs fenults and only income received and the amortisation of the difference between cost and maturity values, to the extent
attributable to sharcholders re recognised in operating results, Some investments are realised before maturity, mainly through catly redemption by
issuers or mortgage holders, In the case of Jackson National Life, the directars have Jiscretion over the allocation of resulting gains between
sharcholders and policyholders, The amount allocated to sharcholders is consistent with assumed future policyholdes interest erediting rates, and is
tecognised in the operating result and sharchiolders” accrued fnterest in the year of realisation, Realised gains on fixed interest investments ansing
other North American subsidiaries are amortised to the original maturity date

5 Deferred Investment Gains
Deferred gaing indtuded within the sharchofders' accrued interest but not yet sucopnised in operating results amounted to £530m (£ 206m), net of tax,
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Prudential Supplementary irtarmetion

Notes on the Supplementary Information

6 Discount Rates
The shareholdess' intewests in tuture cash flows within the longsterm lunds bave been discounted to present vatue at the post-tax rates of return assumed

to he earned by the eelevant funds, The release of the discount is included in the investment retusn on the shareholders’ acsraed interest.

7 Tan
Undes the ~ceruals method, the profie for the year s calculated initially at the post-tax Jevel, This profit has been grossed up for presentation purposes at
the full rates of company tax applicable to the countries and periods concerned irrespective of the effective rates of tax actually allowed for in calculating

the proficalter tax,

8 Foreign Currency Translation
Foreign currency amounts have been translated at year end raves of exchange, Exchange gains on the opening sharcholders’ interest of nil (£130m) have

been excluded from profits, but are included in the Sttement of Total Recognised Gains and Losses.

Report of the Auditors on the Supplementary Information

to the members of Prudential Corporation ple

W have audited the supplemencary information on pages 54 to 58, which has been prepared on the basis set on. in No*s * ~n page 57 and is limited (o

a re.tatement of the Group profir and the shareholders' interest in the Group's life funds to an aceruals basis.

Rspective respunsibifitics of directors and andit 1rs

As noted in the Statement of Dircctors' "wsponsibilitir s on page 47, the Company's directars are responsible for the preparation of the supplementary
information. It is out responsibility ) form an independent opinion, based on ouz auut, e that supplententary informaion and to report our opinion

to you,

Busisof oprie

We ronducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board. An audit includes an examinatien, on a test
Vasis, of eviddes .o evant to the amounts and disclosures in the supplementary information. It also includes an assessment of the Jgnificant estimates
and judgements mace by the directors in the peeparation of the ~applementary information and of whether the accounting policies are appropriate to
the circumstances of the Group, consistently applied and adequately disclosed,

We planued and performed our audit 56 as to obtain all the information and explanstions which we consideted newessary in order to provide us with
sufficient evidence to give reasonable assurance that the supplementary information is free from material misstatement, whether cainsed by fraud or
other frregularity or ecsor. In forming our opinion we also evaluated the overall adequacy of the presentation of the supplementaty information.

Opinin
In eur opinion, the accruals basis Group profit for the year enderd 31 December 1993 and sharcholders’ interest in the life funds at thae date have been
propely prepared in corformity with the methodology and disclosuze requirements contained in the ‘Deaft Proposals on Accounting for Shareholders’

Prafits in Long-term [nsurance Buginess’ issued by the Aseociation of British Insurers in July 1992,

(917 te  dabeorbaai
Price Waterhouse
Chartesed Accountants
London

18 April 1994
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Financial Calendar

Frudernat Anaual Roport

Payment of 1993 final dividend

Annual General Meeting
Announcement of 1994 Interim results
Payment of 1994 Interim dividerd
Announcement of 1324 full year results

25 May 1994

25 May 1994

14 Sgptember 1954
24 November 1994
21 March 1995




NOTICE OF ILLEGIBLE DOCUMENT

ON THE MICROFICHE RECORD

Companies House regrets that the microfiche record
for this company, contain some documents, which are
illegible.

The poor quality has been noted, but unfortunately
steps taken to improve them were unsuccessful.

Companies House would like to apologise for any
inconvenience this may cause
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