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28032006:15:40:31

Statement of solvency - long-term insurance business

MName of insurer
Global business
Financial year ended

Solo solvency calculation

31st December 2005

PEARL ASSURANCE (UNIT FUNDS) LIMITED

Company
registration
number

GLUKICM

Period ended
day _manth

year

Form 2

Units

Rz | 1027138

6L | 31| 12| 2005 | 2000

Asatendaf | As at end of
this financial | the pravious
year | year
1 | 2
Capital resources
| Capital ising within the long-tarm i
furs resources anising m the long-tarm insurance 1 5418
Capital resources allocated towards long-tarm Insurance =4
business arising outside the long-term Insurance fund 12 35770 18673
Capital resources avarable 1o cover long-term insurance
| business capital resources requirement (11+12) 13 35770 24096
Guaranteo Fund
Guarantee Fund requirement 21 2030 2087
-EIEHBE {Jéﬁﬁanw} of available capital resourcas io ] .
cover guarantes fund reguirement 22 33740 22009
Minimum capital requirement (MCR)
Long-term insurance capital requirement 3 RT3 3003
Resilianca capital requirement 32
Base capilal resources requiremant 33 2030 2087
Individual minimum capltal reguiremeant 34 2873 3003
Capital requiremants of regulated related undertakings 35
Minimum capital requirement (34 + 35) 36 2873 a003
Excess (deficiancy) of avallable capltal resources to =
cover 50% of MCR 37 34334 22595
Excess (deficiency) of available capital resources to
cover 76% of MOR o 38 33616 21844
Enhanced capital requirement
| With-profits insurance capital component 39
| Enhanced capltal requirement 40 2873 3003
Capital resources requirement (CRR)
Capital resources requirement (greater of 36 and 40) 41 2873 2003
Excess {daliclency) of available capital resourcas to cover long-
term insurance business CRR (13-41) 42 32897 21093
Contingent liabilities
Quantifiabla contingant liabilities in respact of long-term M
insurance busingss as shown in a supplementary nole (o 51
Form 14




28032006:15:40:31
Covering shest to Form 2
Name of insurer PEARL ASSURANCE (UNIT FUNDS) LIMITED
Global business

Financial year ended 315t December 2005

I W Laughlin

J S Moss

G 5 Felston

31st March 2006

Managing Director

Director

Director

Form 2



28032006:15:40:31 Form 3
(Sheet 1)
Components of capital resources
Name of insurer PEARL ASSURANCE (UNIT FUNDS) LIMITED
Global businass
Financial year ended 31st Deceamber 2005
Com
I'ﬂﬂil';:.lﬂym Period ended
i GUUKICM  “gay month  year Units
R3 1027138 GL | I 12 2005 | EODOD
General Long-term Totalas atthe | Total as at the
insurance insuranoe end of this | end of the
hisinass husiness financial year presdous year
1 2 3 | 4
Core tier one capital
| Permanent share capital n 41371 41371 41371
Profit and lnss account and other reserves 12 168060 18080 | 11918
Share premium account 13 6350 6550 | 6250
Posilive valuation differences 14 '
Fund for future appropriations 15
Cora bar ona capital in relaled 16
underakings |
Caoreg tier ong capital (sum of 11 to 16) 19 B4381 B4381 E0239
Tier one waivers
Unpaid share capital / unpaid inial funds 29 |
and calls for supplementary confributions
Implicit items 22 | |
Tier one waivers in related undertakings 23 | i |
Total fier one walvers as restricied 24
{21422+23)
Other tier one capital
Perpetual non-cumulative preference 25 |
sharas as restricted
Perpetual non-cumulative preferance
shares in related undertakings 26
Innavative tier one capilal a3 restricled 7 ]
Innovative tier one t:aj:ﬂ!al in related '2! | —F
undertakings |
Total tier one capital before deductions .31 I
(10+28+25+26+27T+28) poes 81 80238
Investimantz in own shares az
Intangible azsels 33
Amounts deducted from technical 34
provisions for discounting
Cither negative valuation differences a5
Deductions in ralated undartakings 36
Deduciions from fier one (32 to 36) ar
'I;gt:!!;i}ar one capital after deductions 19 4381 64381 s




2BO3IZ006:15:40:31 Form 3
(Sheat 2)
Components of capital resources
Mame of insurer PEARL ASSURANCE (UNIT FUNDS) LIMITED
Global business
Financial year ended 31st December 2005
etn _ Periodended
nurmber GUUWCM  gay month  year Units
R3 1027138 | GL | 31 | 12 2005 | £000
Genaral Long-term Total as at the Total as al the
insurance insurance end of this end of the
husiness businass financal year PTEVIOUS Year |
1 2 3 4
Tier two capital
[Implicit items, (lier two waivers and PR
amounts excluded from line 22)
| Perpetual non-cumulative preference 42
shares excluded from line 25
| Innenvalive tier one capital excluded from line 27
i Ther two walvers, innavative tier cne capital and
| perpetual non-cumulative prefence shares treated 44
as tier two capital (41 ta 43)
| Perpetual cumulative preference shares 45
| -
Perpatual subordinated debl and securities 46
| Upper ler wo capital in relaled unden;iings - TR

47

| Upper tier two capital (44 1o 47) 49 |

Fixad tarm preference shares 51

Other tier two II‘ISUI.IH';";'I_!S - 52

Lower tier two capital in related undertakings 53

Lower tier two capital (51+52+453) 59

Total tier two capital before &1

restrictions (48+50)

Excess tier two capital G2

Further excess lower ter two caphtal B3 N -
Total tier two capit.aTaftar rastrictions, 69

before deductions (81-B2-83)




2R032006:15:40:31 Form 3
(Sheet 3)
Components of capital resources
Mame of insurer PEARL ASSURANCE (UNIT FUNDS) LIMITED
Global business
Financial year ended 31st December 2005
mmm Periad ended _
number GUUKICM  gay month  year Wnlte
R2 1027138 GL 31 12 2005 E000
General Long-Term Total g at the Total a= at the
insurance INBLUMANCE end of this end of the
Businoss Business financial year previous year
! 1 2 3 4
Total eapital resources
Pozitive adjustments for reguiated e
non-nsurance related undertakings
Total capital resources before deductions
(39+60+71) 72 64381 G4381 BO239
Inadmiszible assets other than 71
intangibles and own shares |
Assels in excess of market risk and
eyl vty s 74 28611 28611 26142
Deductions for related ancillary services 75
undertakings .
Deductions for regulated non-insurance 76
related undertakings
Deductions of inaligible surplus capital s
Total capital resources after
deductions [72-73-74-75-T8-77) ™ i | il e
Available capital resources for PRU tests
| Available capital resources for guaranioo g1 15770 5770 24006
| fund requirement
| Awailable capifal resources for 50% MCR B2 35770 35770 24098
| raguirameant
| Awailable capital resources for 75% MCR g3 35770 35770 24006
| requirement
Financial engineering adjustments
! Implicit items -4
| Financial reinsurance - ceded a2
Financial reinsurance - acoeptad 83
Cutstanding contingent loans 94
Any other charges on future profits a5
Sum of financial engineering adjustments 96

{91+82-83+04+05)




28032006:15:40:31 Form 13
(Sheet 1)
Analysis of admissible assets
Name of insurer PEARL ASSURANCE (UNIT FUNDS) LIMITED
Global business
Financial year ended 31st December 2005
Category of assets Total other than long term insurance business assets
Company B e C'alunnrr
tian [ ai
m GLAKIEM day .I.'r-!l.ll’li:i‘.!__]ﬂ}af Units o
Ri3 1027138 GL ki 12 2005 | EQOOD | 1
As al the end of | As at the end of
this financial the previous
Investmonts vear year
1 2
| :
| Land and buildings 1 |
! — o
{
Investments in group undertakings and participating
interests
— 21 |
UK ingarance depandants AT 22 '
eharas __23 | |
Other II'IILIFBI'II'.“B- dependants e G e - 245
shares 25
PRI IS depenﬂanls —
dolts and loans 26 .
Oher ricerlish i d |
i bt and s 28 20389 | 12857
Parlicipaling interests shares = I
destits and loans, 30 |
Other tinancial investmenls
Equity shens 41
Otiver shares and other variable vield participations 42
Holdings in colloctve investmant schomas 43 2218 1672
o teudor derivarten COMMCEE A8 0
Fimed intehiss securitios — 45 :‘1333
Ciher 46
) ) . Approved soourilies 4T
Variabds inlarast sacurites m— 48
Participation In invesiment poals 49
Loans secured by mortgages .'nﬂ i
Loans 1o public or o suthorities and nabonalisod industries 51
OC undaraings |
Loans secured by polices of insurmnce issued by the 52
COmpany
Cither loans |53
Bank snd approved credit & Cn oot logn ot . 54 - 11574 849
fi ial stitition deposi Mana than ane manth
inancial mstit 5 Nk Tn 5-5 1559
Cibiar finaiciesl inversimenils a6




28032006:15:40:31

Form 13

{Sheet 2)
Analysis of admissible assets
Name of insurer PEARL ASSURANCE (UNIT FUNDS) LIMITED
Global business
Financial year ended 31st December 2005
Category of assels Total other than long term insurance business assets
Company c'amw
registration Period ended -1
number GUURICM "o month  year Unils  gosety
R13 1027138 GL | 31| 12 | 2005 | £000 | 1
T As atthe end of | As al the end of
this financial tha pravious
year year
1 2
Diposits with ceding undertakings 57 | |
I Azrats hald o mateh linkad liabifi i_ln(hu e 53 | I
match linkad llabiles I I
Reinsurers' share of technical provisions
Prowision for uneamed pramiums B 60 |
Cetatins outslanding 61 |
Prevvision far unspired risks 82 | ]
Ouer 63 |
Debtors and salvage
I '
Direct insurance business Poficy T1_ L e —1 =
Intrmeeiorion 72 =
Salvage and subrogation recoveries TJ
Reinsgurmasc AAC 74
Codud 75
Dependans Due in 12 months or less 76
? Diue in more than 12 months i
Due In 12 months or less 78 17
Due in mora than 12 months 79
Other assets
Tangible assats ) a0
Duposils nol subject o lmdg resticd 1% | with
}apprwed'msmums Kb Gl — 3_1 248 | 152:!] .
| Gash in hand 8z |
| Char assets (particulars to ba specified by way of 83 |
supphamentary nole) | |
Accried interest and rant 84 | 2q | 23
| Dioforrad dcquisition costs 85 |
Cither prepayments and eccrued income BG 8 |
| Deductions from he aggregate value of assets I 87 |
iGrand total of aomissible assets after deduction of market nsk
| and countarpany limits (11 1o B8 less 87) 89 36023 | 19021




ZB03I2006:15:40:31 Form 13
(Sheet 3)
Analysis of admissible assats

Mame of insurer PEARL ASSURANCE (UNIT FUNDS) LIMITED
Global husiness

Financial year ended 3st December 2005

Category of assets Total other than long term insurance business assets

Campany EF*WWY
registration Period ended
number GLIUKICM  gay  month  year Units

R13 1027138 GL 31 | 12 | 2005 £000 | 1

aAssals

As at the end of | As at the end of
this financial the pravious
year year
1 2

Reconciliation to asset values determined in accordance
with the insurance accounts rules or international
accounting standards as applicable to the firm for the
purpose of its external financial reporting

[ Total edmissible assets after daduction of market risk and |
o;mmrp@:r.-lumlrs [as par fine A abewe) x| 36023 19021

| Assets in excess of market and counterparty limits a2 28611 36143

{..amnl resournas recqueement deduction of regulatad related a3 |
undarakings -

inaligible surphss capital and rastricted assets in regulated 94 |
redaled Insurance undeﬂaklnw |

Inademissadin assots of regulabed eelated msoarancs a5 |
ul‘u:IEll‘I'.i-'llli.l.I'rg.E. |

Bnnh vitiue of relaled ancillary seevicos ulduruhmgs-

OLI-: differences in the valuation of assers {ather tham for
anaats nob walusd abova)

Rainurers’ share of fachnieal provisions exeluded from fine
ED

Other asset adjustments (may be negativa) 100

a6
a7
Dederred scquisiton costs excluded from line 89 98
88

| Total assets datermingd in accordanca wilh e insurance
sccounls nees o inlernabonal aocounleng standards as 101 64634
applicable to the firm for the purposs of ite extemal financial |
mapoing (81 1o 100) |

Amounts included in ine 82 atinbutable 1o debis due from
related ingurers, olfed than [hoes under contracts of insurants 102 20389 12857
aF rEinsuranc




28032006:15:40:31 Form 13

(Sheet 1)
Analysis of admissible assets
MName of insurer PEARL ASSURANCE (UNIT FUNDS) LIMITED
Global business
Financial year ended 31st December 2005
Category of assels Total long term insurance business assets
i paod s e
ragistration [ o
number = day month  year Units. .mm,
R13 1027138 GL 31 | 12 2005 EQDOD 10
As al the end of | As at the end of
this financial the previous
Investments year year
1 2
Land and buildings 1M
Investments in group undertakings and participating
interests
sharss 21/
i FEBBRETY sl sand boans 22
{ . shares 23
Q'I.I'_ler T dabls und loans 24 |
shares 25 |
Man-insuranca dependants | -
| bl dricng, 26
- .  sharas _ET | .
T SR AnCaTnT destita and Inans 28 |
Participating intemasts Sice &4 4
| debts and lnans 30|
Other financial investments
re— P
Cithar sharas and othar varable vield panicipations 42
Holdings In coliactive immstmant schames 43 28804 a009
Rights under destvdiveg conlrics 44
Fiwga imlorgst el i 4-5 151 ?[]—
Ciher 46
) Approved setilios a7
‘Variable inferest securilios Oi_hﬁ_ — 48
Farticipation in invesimant pools 49
Loans secured by morgages B 50
Loans to public o local authonties and natinnalised industries 51
or undertakings
Loans sacured by policles of Inaurance lzsued by the 52 |
company
Dveer Isans 53 B
Bank and approved cradil & e "”“T_"_rf'f:“"f‘“" B 34 _13459 j .'.}.‘.’.".‘lﬂ__
financial Instifution deposite Mara fhan one mond
withdrawal 55 10098
Qi financial Ineepsiments 56




2B032006:15:40:31 Form 13
(Sheet 2)
Analysis of admissible assets
Name of insurer PEARL ASSURANCE (UNIT FUNDS) LIMITED
Global business
Financial year ended st December 2005
Category of assats Total long term insurance business assets
Company gfmow
ragistration Perlod anded
number GLIUKICM ay month  vear Units assels
R13 | 1027138 GL 31 | 12 | 2005 £000 10
Asalthe end of | As al the end of
this financial the previous
year year
1 2
i Dreposits with coding undertakings 57 |
Iﬁ.smstmunmmd Tinked fabidili i i fo
| VITRETEISE | property bnked 59 316769 343550
Reinsurers’ shara of tachnical provisions
Provision for ungamed premiums 60 | |
Claims autsianding 61 |
Provision lor unéspired risks B2
| Other 63 |
Debtors and salvage
Direed insurance busiss G - 2|
Inlamediaries T2
Saivege and subrogetion recovries 73
ReinEurnc i rws L
Caded 75
Digez in 12 moniie or kess TG
ndams
i Due in mora than 12 months 77
D in 12 months or less T8 267 11055
i D in more than 12 monihs 79
Other assets
| Torgtlasesals = 80
Deposits not subject 1o fime restriction on withdrawal with
Soproud nsitons : L 2765 4680
Caszh i hand a8z
Cihar assats (pariculars to be specified by way of 83
supplementary nola)
Accrued intanest and rant B4 265 | 0
Dafarrad acquinition costa 85 |
| Olher prepayments and accrued Income a6 o4
| Deductions Fom th agegregaln vl of sses B I &7 | _]
Grand iotal of admissible assets alter deduction of markel risk
and countomarty Emits (11 10 86 lass B7) 89 372481 393982

10



28032006:15:40:31

Form 13

(Sheet 3)
Analysis of admissible assets
Mame of Insurer PEARL ASSURANCE (UNIT FUNDS) LIMITED
Global business
Financial year ended 31st December 2005
Category of assets Total long term insurance business assets
Company Category
registration Parlod ended of
number GUUKICM “day month  year Unils ~ @ssets
R13 1027138 | GL N 12 2005 £000 10
N As atthe end of | As atthe end of
this financial the previous
WEEr year
1 2
' Reconciliation to asset values determined in accordance
with the insurance accounts rules or international
accounting standards as applicable to the firm for tha
purpose of its external financial reporting
Tobal achmissble assels afler disduction of mackel nek and
| Déunhrparﬁrirm‘tﬁ :as pa1r Iina_H&at_mlap ) " 372481 393982
Asgets in excess of market and counlerpary limits 92
Capital resourcas requirament deduction of rgeeated rilaind 93 |
undanakings ]
Inedigible swrplus capial and restricted asseds in regulated | N
ralated insurance undortakings e 94 | -
Irsdmissible pssets of rogulatod molided insurancn 95 | B
uncdatakings
| Book vatue of related encillary senvices underlakings 96 |
I Other diffarences in the valuation of assats (olher han Tor a7 — |
assels not valued above)
Deferred acquisition costs excluded from finae 89 98
Rainsurers’ shars of tehnicsl pronvisiong axcluded from lina a9 3
BY
Other asset adfusiments (may ba nagative) 100
Total essels determined in gccordance with the ingurance
e LR TTL intermational ting slandand
applcable 1 the fim for Ihe purpose of i exiemal fnancial 101 372484
| reporing (81 1o 100}
Amountis meludod inline 82 atinbutable 1o debls due from
related inssiers, other than hose whder conlmets of iInsurance 102 244 164
or reinsurance

Lk




28032006:15:40:31 Form 14
Leng term insurance business liabilities and margins
Name of insurer PEARL ASSURANCE (UNIT FUNDS) LIMITED
Global business
Financial year endeéd 31st December 2005

Fund Total long term insurance business

As at the end of As at the end of
| this financial the previous
year year
1 2
Mathematioal rosenves, aftor distribution of surphus 11 334707 | 366345
Cath bonuses which had net been paid to policyholders prioe to and of _12 |
the financial year
Balanca of surptus/(valuation deficit) 13 5418
Long tarm insurance business fund carried forward (11 to 13} 14 334707 371763
Fo————— 15 1694 917
Claims outstanding P r— 16
et {15-16) 17 1694 9y
Provisions e 21 11529 3‘249
- s 22 -
Deposite racaived from rainsuners 23
o Direct insurance busingss 31 33 25
Creditors | Reinsurance accopled 32 | !
| Reinsurance ceded 33
Debenture loans Bitiha a4 ¢
S | Unsecured a5 - |
Armounts owed o credil mstitulons 36 I
Taxation a7 5200 1476
Creditors { .
| Cithar 38 18870 11461
Accruals and defermd income 39 448 91
Provigion for "reasonably foresesable adverse variations” 41
Total athar insurance and nondnsurance liabillies (17 i 41) 49 ariTd | 22219
Excess of the value of nit adrmissiilo assots 51
Total llabdllites and marging 59 372481 | 393982
Amounts included n e 58 attributable 1o kabillies to rlated companies,
Dﬂ‘ﬂrﬁhﬂ'ﬂ?ﬁﬂuﬂﬂrmﬂiﬂmmﬁmmum 61 18712 11461
Amounts included in Bne 50 aliribulable to Esbilities in respoct of property
finked benedits 62 B 316769 343550
Totsl liabilities {11+12+48) 7 372481 388564
Increass o lizhilites - DAC releted T2
Reainsurers share of wchnical provisions 73 3
Ciher edjustments o liabdities (may be negalive) - T4
Capital and reserves and fund for lulure sppropeielions. 75
Total lkabilites under insgurance pocounts rules o internstional
accounting standarts as applicable to the firm far the purpesa 78 372484
of 12 prtasnal :‘I_ntm:ill reporting (T1 to 78)

12



28032006:15:40:31 Form 15
Liabilities (other than long term insurance business)
Name of insurer PEARL ASSURANCE (UNIT FUNDS) LIMITED
Global business

Financial year ended 31st December 2005

Caompany
raglatration w_ L '_Mhd
numbar GLIUKICM day month  year riks

R15 1027138 GL 31 | 12 | 2005 £000

As atthe end of | As al the end of
this financial the previous
yaar yaar
1 2
Technical provisions {gross amount)
[ Provision for uneamed premiums 11
|' Claims outstanding 12
Provision for unaxpirad risks o 13
o _ Credit business |14
Equalisation provisions | Other han credit business 15
‘Other gross lechnical provisions 16
[ Total gross technical provisions (11 to 16) 19
Provisions and creditors
= Taxation 21
Provisions -
| Dither risks and charges 22
. Dﬂpﬂtﬁlﬁ_mmimd from reinsurars 31|
Mirect Insurance husiness 41 |
Creditors Reinsurance accepled 42_[ -
Reinsurancs caded 43 |
Dabanlure loans Secured 44 -
Unsacured 45 |
Amounts owed (o credit institutions 46
Taxation a7
Creditors Recommanded dividend 48
Othar 49 | 251 341
Accruals and deferred income 51 2 Z
Total (19 to 51) 59 | 253 343
Provigion for "reasonably foreseesble adverse varialions” 61
Cumnulative prefa'nn:aeus.i;;m ;::ap.lté! 62
Subordinated loan capital 63
Total (59 to 63) 89 253 343
Amounits includad in ling B9 attributable 1o lisbilites to related insurers, olher tan 71 251 177
those under contracts of insurance or reinsurance
'Relnsurers' share of DAC B 81
Amounts deducted from technical provisions for discounting B2
Other adjusiments (may be negative) a3
Ceplal and reserves b4 64381 |
Total Habilities under Insurance accounts rules or international
accounting standards as applicable to the firm for the purpose as 64634
of its axternal financial raporting {59+EI1—HE+BJ+B4_:| |

13



ZB03IZ2006:15:40:31 Form 16
Profit and loss account (non-technical account)
Name of Insurer PEARL ASSURANCE (UNIT FUNDS) LIMITED
Global business
Financial year andad 31st December 2005
Company Period ended
Istration 8
T GLUKICM o™ ot yoar Units
R16 1027138 GL 31| 12 : 2005 E£000
a This financial Previous
year year
1 2
Transfer (to)from the From Form 20 11
general insurance business —_—
technical account Equalization provisions 12
Transfer from the lang term insurance Business revente
account 13 0478
Incomea 14 259
: Value re-adjustments on 15 T
Invastiment income imastments
Gains on the realisation of
investments 18 . 127
: Investment management :
charges, including interest L 7 a7
Value re-adjustments on ' -
Investment charges investments 18 132
Loss on the realisation of 19
investmeants |
' Allocated investment return transferred to the general
I Insurance business technical account 20
Other ncome and charges (particulars to be specified 21 (135)
b way of supplementary note)
Profit or loss on ordinary activities before tax
(11+12+13+14+15+16-17-18-19-20+21) e 8580 ] (57)
| Tax on profit or loss on ordinary activities 3 30 {17}
| Profit or loss on ordinary activities after tax (28-31) 38 9560 | (40)
Extracrdinary profit or loss (particulars to be specified 41
by way of supplementary nole)
Tax on extraordinary profit or loss 42
Other taxes not shown under the preceding itams 43
Profit or loss for the financial year (39+41-(42+43)) 49 9560 {40)
Dividends (paid and proposed) 51
Profit or loss retained for the financial year (49-51) 50 9560 {40)

14



ZA0320068:15:40:31

Long-term Insurance business : Revenue account

Mame of insurer PEARL ASSURANCE (UNIT FUNDS) LIMITED

Mame and number of fund/Summary  Total long term insurance business

Form 40

Financial year ended 31st Decembar 2005
Units £000
Financial year Previous year
| |
1 2

Income _
Eamed premiums 11 16683 24789 |
Investment income recaivable before
deduction of lax 12 13803 12385
Increase (decrease) in the value of non-linked
assets brought into account 13 (32) (338)

i Increase (decrease) in the value of linked 14 45810 35736
Assals
Other income 15 G
Total income 19 16274 72578
Expenditura B
Claims incurred 21 91125 117779
Expensas payable 22 3154 4385
Interest payable before deduction of tax 23 662 16
Taxation 24 8911 2068
Other expenditure - 25
Transfer to (from) non technical account 26 9478 o

 Total expenditure 20 113330 124248
Business transfers-in b3
Business transfers-out 32
Increase (decreasa) in fund in financial year
(19-20+31-32) 39 (37058) (51670)

| Fund brought forward 49 | 371763 423433

| Fund carried forward (39+48) 58 334707 371763

13



28032006:18:40:31 Form 41
Long term insurance business : Analysis of premiums
Mame of insurer PEARL ASSURANCE (UNIT FUNDS) LIMITED
Total business/subfund Total long term insurance business
Financial year ended 31st December 2005
Units £000
UK Life UK | Overseas Total Total
Pansion Financial Previous
year year
1 2 3 4 5
Grm s — e - -
| Regular premiums 11 16727 16727 24773
' Single premiums - 12 5 7] 58
Reinsurance - external
Regular premiums 13 _ R
Single premiums 14
_En_all_'hs_-umnuu = intra-group
- Regular premiums 15 39 38 42 |
| Single premiums 16 '
Met n__f_l_jaln_uu_T'an; I |
Regular premiums 17 16688 | 16688 24731
Single premiums S 18 5 ] | 58
Total . N | R
Gross 18 16732 16732 24831
Reinsurance 20 39 - | 39 42
 Net 21 | 16693 | 16693 24789

16
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28032006:15:40:31 Form 42
Long term insurance business : Analysis of claims
MName of insurer PEARL ASSURANCE (UNIT FUNDS) LIMITED
Total business/subfund Total long term insurance business
Financial year ended 31st December 2005
Linits E000D
UK Life | UK Overseas Total Total
Pension Financial Pravious
year year
i 1 2 3 | a4 | s
Gross . ]
Death or disability lump sums 11 5736, 5736, 8445
Disability periodic payments 12 i
Surrender or parial surrender 1 _3 41‘3_1__! ! 41311 48905
Annuity payments 14 |
Lump sums an maturity 15 44078 | 44078, G429
3 ! 1 Wbt il
Total 18 91125 21125 M7ire
Reinsurance - extarnal |
Death or disability lump sums 3| |
Disability pariodic paymants 22
Surrender or partial surrender 23 |
Annuity payments o 24 |
Lump sums on maturity 25 |
Total 28 —
Reinsurance - intra-group
Daath or disability lump sums 3
Disability pariodic payments 32|
Surrender or partial surrender a3 |
Annuity payments 34
Lump sums an maturity a5 |
__T_qt_al B 36
Net of reinsurance
Death or disability lump sums 41 | 5738 5738 B445
Disability periodic payments |42
Surrender or partial surrender 43 | 41311 41311 48905
Annuity payments 44
Lump sums on malurity 45 44078 440748 B0428
Total 46 91125 91125 117778




28032006:15:40:31 Farm 43
Long term insurance business : Analysis of expenses
MName of insurer PEARL ASSURANCE (UNIT FUNDS) LIMITED
Total business/subfund Total long term insurance business
Financial year ended 31st Decembar 2005
Units £000
UK Life UK Overseas Total- Total
Pension Financial Previous
year year
!
| 1 2 E 4 5
Gross )
Commission = acquisition 11
Commission - athar 12
Management - acquisition 1_3
Management - maintenance 14 3154 3154 4385
Management - other 15 |
Total 16 3154 31564 4385
[ |
Reinsurance - external _ !
Commission - acquisition 21
Commission - other 22
Managemenl - acguisition 23
Management - maintenance 24 - ]
Management - other 25
Total 26 |
Reinsurance - intra-group
| Commission - acquisition 31
Commission - ather 32
Managemeant - acquisition = 33
Management - maintenance M|
Management - other a5
Total | 38
Net of reinsurance B [
Commission - Eﬂﬂ___i.lisiﬁﬂn 41
Commission - other 42
Management - acquisition 43
Management - maintenance 44 | 3154 - 3154 4385
Management - other 45 | |
Total 46 | 3154 3154 4385
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Units £000

2BD032006:15:40:31 Form 44

Long term insurance business : Linked funds balance sheet

MName of insurer FEARL ASSURANCE (UNIT FUNDS) LIMITED
Total business
Financial year ended 31st December 2005

Financial yaar |r Fravious year

1 | 2
Inturna! linked funds (excluding cross investment) | !
Dlremuy held assets {ewc.ludmg collective invastmant schamas) 1 4711 |

' Directly held assets in collective investment schemes of connected companies e i

Directly held assets in other collective investment schemes 13 321685 |
Total assets (excluding cross investment) (11+12+13) 14 326408
F&smnhr tax on unrealised capital gains R 5293 |

Secured and unsecured loans 16

Other liabilities 17 2053
Total net assets (14-15-16-17) 18 319060

Directly held linked assats

Value of directly held linked assets 21

Total e e— S—— L

Value of directly held linked assets and units held (18+21) 31 319060

Surplus units - 32 220 |
Deficit units . as i
‘Net unit liability (31-32+33) 34 | 316769
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208032006:15:40:31 Form 45

Long term insurance business : Revenue account for internal linked funds
MName of insurer PEARL ASSURANCE (UNIT FUNDS) LIMITED
Total busingss
Financial year ended 31st Daecember 2005
Units £000

Financial year | Previous year

1 2
| Income |

Value of total creation of units 1 12188 19925
Investment income attributable to the funds before deduction of tax 12 11101 9718
Increase (decraasa) in the value of investments in the financial year 13| 45810 35736
Othar income 14 3
Total income 19 58088 55382
Expenditure. S — il -
Value of total cancellation units 21 20606 106509
Chargas for managament 22
Charges in respect of lax on investment income 23 648 6992
Taxation on realised capital gains 24 380
Increase (decrease) in amount set aside for tax on capital gains not yet 25 5203 1184
realised
Other expenditure B 26 | (130) 15
Total expenditure 29 96800 114700
Increase (decrease) in funds in financial year (19-28) 39 (27701) | (49318)
Internal linked fund brought forward 49 346761 396079
Internal linked funds carried forward (39 + 49) 59 319060 348761




Long term insurance business : Summary of new business

Mame of insurer

2B022006:15:40:31

PEARL ASSURANCE (UNIT FUNDS) LIMITED

Form 46

Total business
Financial year ended 31st December 2005
Units £000
UK Life UK Overseas Total Total
Pension Financial | Previous
year yaar
1 2 3 4 5
Number of new policyholdars/scheme
members for direct insurance business |
Regular premium business | 11
Single premium business |12
Total | 13 i
| : .I
Amount of new regular premiums == |
Diract insurance business 21 75 75,
External reinsurance L2 I
Intra-group reinsurance 24 — . ]
Total 24 75 75|
‘Amount of new single premiums I
Direct insurance business 25 5 5
Exlemal reinsurance 286
Intra-group reinsurance 27 | . |
Total N 28 | 5 5
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28032006:15:40:31 Form 48
Long term insurance business : Non-linked assels
Name of insurer PEARL ASSURANCE (UNIT FUNDS) LIMITED
Category of assets Total long term insurance business assets
Financial year ended 31st December 2005
Units E0DD
| -l}nanust&u Economic Expectad Yield Raturn on
assels Exposure incomao befora assets in
from assets | adjustment | financial
In column 2 year
1 2 | s 4 5
Assets backing non-profit liabllities and
non-profit capital requirement
Land and huil:Hngs 1" - — —
 Approved fixed interest securities 12 534 22 412 |
" Other fixed interest securities 13 208 [ 3.22 [
| Variable interest securities 14 13 344 |
UK listed equity shares 15 5026 135 269 |
Mon-UK listed equity shares 16 2418 36 147 |2
Unlisted equily shares 17 s
Other assets 18 55712 47512 2034 428 |
Total 15 55712 L6712 2234 4.01
L | i,
Assets backing with-profits liabilities f
and with-profits capital requirement . .
Land and buildings 21 i ' ;
Approved fixed interest securilies T '
Other fixed interest securilies 23 |
Varlable interest securities |24 .
UK listed equity shares 25 [
Mon-UK listed equity shares 26 = =
Unlisted equity shares 27
Oner assets I
Total | 28
|
Overall return on with-profits assets '
Post Investment costs but pre-tax 31 Py
Return allocated to non taxable ‘assel 32
sharas’
Retumn allocated to taxable ‘assat shares' »E o ,,”mzmsmwszm*



ZHOIZ006:15:40:31 Form 50
Long term insurance business : Summary of mathematical reserves
Name of insurer PEARL ASSURANCE (UNIT FUNDS) LIMITED
Total business/subfund Total long term insurance business
Financial year ended 31st December 2005
Linits E000
UK Life | UK Pension| Overseas Total Total
Financial Pravious
Year Yoar
\ =
| 1 2 a 4 5
Gross
Form 51 - with-profits |11 )
Form 51 - non-prafit 12 253
Form 52 — 13 | |
| Form 53 - linked 14 316769 i 316769 343550
Form 53 - non-linked 15 17941 | 17941 22795
Form 54 - linked 16 | |
Form 54 - non-linked 17
Total 18 334710 334710 366598
Reinsurance - external .
Farm 51 - with-profits 21
Form 51 - non-profit 22
Form 52 23
Form 53 - linked o4
' Form 53 - non-linked 25
Form 54 - linked 26
Form 54 - non-linked 27 _' -
Total 28
Reinsurance - intra-group
| Form 51 - with-profits 31 |
'| Form 51 - non-profit a2 | 253
! Form 52 33
Form 53 - linked 34
Form 53 - non-linked 35 B 3
Form 54 - linked 36
Form 54 - non-linked a7
Total a8 3 3 253
Net of reinsurance | mlflisSea—
Form 51 - with-profits 41
Form 51 - non-profit | 42
Form 52 | 43 |
Form 53 - linked 44 316769 316769 343550
‘Form 53 - non-linked | 45 17938 17938 22795
Form 54 - linked | 46
Form 54 - non-linked | 47 D
Total 48 334707 334707 365345{

24



£ c gg 96EZ DU DOUBINSSE W] 0l
Y=Ea jafie) - wnpusad _
Lizy | gg BLEY @y tit QEZEL JeinBal juaLumopua pasuy Auadosd ay | oz |
gBuses - winpeud
riviBl BZRLL BFagLL OFEGLL SLEZL BESESK HESEE Jepnbas juswmopus payu) SAuedosd ut..L LS
11418 1S¥ POLEL PagEE LLkE krgOk b BEZGE wnjlwaud Jenal a) ajoym pasu) Auadod sy _ OLL
LOPLEL 5095 L0852} L0BGZ G0ESZL LEGYL wnissId Bibws payul Ausdaid & | 00L |
8 8 L 9 g ¥ £ z b
S LLIBLL
SaAESE) slunjwad WIS | JEHLLInL
LB TR sange| SJILEN O BN EJiLn |0 Snjes BIIO [ENUUE Jyausgq siapjoyAapod Bpoa
O unowy B0 PEUNCISI] [BULON 49 Junowyf JO Junouwiy JO JBgLIny uonduasap 1anpold | pnpoigd
80U [ 8T MN
0003 SN
G002 Jaqwadaq isLe papua Jead [Blueuld
ssau|sng asueinsu| wue) Buo] [Blol punjgns | ssauisng (o]
a3LINM (SANNS LINN) 3ONVENSSY THY3d J8insu| JO BLUEN
( _ sioenuod payul Adadoad Jo AeWiWwing UORENIEA | SSOUISNHO S2URINSU| Wie) Buon
L 18aysg

E§ uog

TE:Q¥:5T*9002C082

25



£ £ 8g | BEEZ JBpU BOUBINSEE LWUB | 0LL
[ 8 L 9 5 | 4 £ z 8
ETERTET
SHAISEDI swinjuard awayos | AU
JEnEEL R sanam| SHUN JO SnjEs ELjUn Jo anjeA B30 [BnuuE yausaq sepowtaod B
1O Junoung JBUID PRUNCISI0 [EULION 10 Ny 10 JuUNaLLy? 0 JSquiny uohduasap 1anpdud Tanpdud
dnoiB-eiju| papas asueinsulay [ 8ji WM
0003 SN
G00Z Jaquadad I1SLE pEpLE JESA [BIUEULY
ssaujsnq soueinsu) wue) Buo| [eyo] punygns  558UIsSNq (101
azuwin (sannd LINN) 3ONYENSSY dY3d JEUNSU| JO BLUEN
sjaenuod payu)| Apadoid jo Aewiuns UolEn|EA @ $Saujsng oouBinsy) waay Buon
(z 18aysg)

£5 w04

TE:OF:ST:300CZEQHE

26



ol'gL 2L'S L't E SOUS 19N |0ZLEY Aunbe i - 8 - g0 Aunb= A0 @i
8Os B'Z 5T 18N | 196881 pun) paBeuEw paouB(eq - 8) - 20 pafaury paouejeg
8 L 9 ] t £ & I
IBad alEp aep
Buunp uonen|ea uanenjea
aoud BN gnosid afieys sauas
uj ebueyn 18 a0ud 1B aoug B yun = 519558 19N puny jo adf | SWEU pun4
0003 spun
S007 Jaqueadan] I1SLE papus Jead |Eoueu)
SSBUIENE (E10]
(1 1084S) a3LiWIT (SONN4 LINN) 3DONVENSSY THV3d JINSUL §O dWeN
Spuny peyu|| [Ewsu] 1o} saoud Jup : SSauUSNg AJUBRINSY| Wia) Buo
55 uuog TEO¥:ST:500ZE08T

27



ZBO3Z006:15:40:31 Form 58
Long term insurance business : distribution of surplus
Name of insurer PEARL ASSURANCE (UNIT FUNDS) LIMITED
Total businessisubfund Total long term insurance business
Financial year ended  31st December 2005
Units £000
Financial year Previous year
1 2
Valuation result
Fund canied forward 1| 334707 371763
Bonus payments in anlicipation of a surplus 12 |
Transfer to non-technical account 13 | 9478
Transfer to other funds/parts of funds 14
Sublotal (11 to 14) 15 344185 ___3n7e3,
Mathamalical reserves 21 334707 366345
Surplus including contingency and other reserves held 29 9478 5418
towards the solvency margin (deficlency) (15-21)
| Composition of Surplus
Balance brought forward 3 5418 2560
Transfer from non-technical account a2
Transfer from other mﬁdsiparls of funds 33 —
Surplus arising since the last valuation 34 a6 i 2858
Total SIS . 35 9478 5418
Distribution of Surplus
Bonus paid in anticipation of a surplus 41
‘Cash bonuses 42 i o
Reversionary bonuses 434 -
Other bonuses B 44
Premium reductions 45 o
Total allocated to policyholders (41 to 45) 46
Net transfer out of fund/part of fund 47 9478
Total distributed surplus (46+47) 48 478
Surplus carried forward 49 5418
Total {(48+49) B 58 2478 5418
Percentage of distributed surplus allocated to
policyholders
Current year 61
Currant year - 1 62 -
Currentyear-2 63 B
Current year - 3 64 =1
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Long term insurance capital requirement

Mame of insurar

Z28032006:15:40:31

PEARL ASSURANCE (UNIT FUNDS) LIMITED

Form 60

Global business
Financial year ended 31st December 2005
Units E000
LTICR Gross Hat Rainsurance LTICR LTICR
factar rasarves | reserves | factor Financlal Previous
capital at capltal at year year
risk | risk -
1 4 2 | 3 | 4 5 8
Insurance death risk capital component
Classes |, Il and IX 11 0.1%
Classes |, Il and IX 12/0.15% 0.50
Classes |, Il and IX 131 0.3% 2393 4 4
: £ £
Classas I, VIl and VIII 14| 0.3% 391535 391535 1.00 1175 1398
Total 15| 193928 agrsss | 1179 1400
Insurance health risk capital component
Class IV and supplemeantary 210
classes 1 and 2
Insurance expensae risk_eapitnl compaonent
| Classes |, |l and IX |31 1% 3 0.85 3
| Clagses |1, VI and VII| |
| rsctrient daky | 3| 10 17538 17938 1.00 179
Classes IIl, VIl and VIl
| (expansas fixed 5 yrs +) 33| 1% s00 e
igﬁ?s 11, W1 and Wil a4 | 259 477 268
| Class IV 35| 1%
i LTI e R e e
Class V 36| 1% |
Class VI 37| 1%
R R e e
L B 115 1567
| Insurance market risk ca,pltai component
Classes |, |l and IX 41| 3% 3 0.85 &
Classas [Il, Vil and VIl
(investment risk) 42| 3% 174938 17938 1.00 538
Classes IIl, VIl and VIl e
| {xpensas fixad 5 yrs +) bt s, o il fﬁ%ﬁ%ﬁ% _%
Classes Il VIl and Vil .
0% 265758 266758 |
(other) 4“ . !
Class IV 45| 3%
Class V 46| 0% P
Ciass V| 47| 3%
Total a8l 334710 IUTOT i 518 5
Long term insurance 2873 3003

capital requirement
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Returns under the Accounts and Statements Rules

Supplementary Notes

PEARL ASSURANCE (UNIT FUNDS) LIMITED

Global Business

Financial year ended 31st December 2005

Appendix 9.1
*0301* Reconciliation of net admissible assets to total capital resources after
deductions
2005 2004
£000 £000
Net admissible assets:
Form 13 line 89 (othar than long term business) 36,023 19,021
Form 13 line 89 (long term) arz.4a81 393,082
Less Form 14 lines 11, 12 and 49 (372,481) (388,564)
Less Form 15 line 59 (253) {343)
Total capital resources after deductions 35,770 24 096

*1305*

*1311*

*1306"

*1312*

Counterparty limits

{a) The principal investments of the insurer are holdings in authorised collective
investment schemes and depesits. The investment guidelines operated by the
insurer limit exposure to any one approved counterparly in respect of deposits to
20% of the business amount .

(b} The investment guidelines permit exposure to counterparties that are not
approved counlerparties subjecl to a non-approved counterparty being rated P-1
by Moody’s, an independent rating agency. The guidelines operated by the
insurer limit exposure to any one non-approved countarparty o 5%of the
business amount. The loan to Pear| Assurance plc referred to in 1306 & 1312 has
been approved by the directors.

(c) There were no breaches of these limits during the financial year.

Counterparty exposure at the end of the financial year

There were eleven cases where exposure of the insurer to any one counterparty at
the end of the financial year exceaded 5% of the sum of the base capital resources
requirement and the long-term insurance liabilities, excluding property linked banefits
and net of reinsurance ceded. The insurer provided a £49 million (2004: £42 million)
loan to its parent underlaking, Pearl Assurance ple, Nine of the remaining cases,
whera the total amount of the exposure was £30 million were deposits held with
approved credit institutions. In the one remaining case the exposure was £22 million,
the assets held which gave rise to the expasure wera holdings in authorised collective
investment schames.
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Returns undar the Accounts and Statements Rules

Supplementary Notes
FEAKL ADDURKANUE (UNII FUNUS) LIMII EU

Global Business

Financial year anded 31st December 2005

Appendix 9.1 (continued)

*1401*

“1501*

*1402*

*1502*

*1603*

*1700*

Provision for reasonably foreseeable adverse variations
It is the insurer's policy not to enter into derivative contracts. Therefore a provision for
reasonably foreseeable adverse variations is nol required,

Liabilities

(a) There are no charges over assels.

(b) The total potential liability to taxation on capital gains which might anse if the
insurer were to dispose of its long term assets is £11,528 000 (2004:
£8,249 000). A provision of £11,529,000 (2004: £8,248 000) has been included
within Form 14 line 21 lor taxation on capital gains.

{c) There are no contingent liabilities held at the end of the financial year.

(d} The insurer has no guarantees, indemnilies or other contractual commitments
effected other than in the ordinary course of its insurance business in respec! of
related companies.

{e) In the opinion of the directors, there are no other fundamental uncertainties
affecting the financial position of the insurer.

Other income and charges

Charges have been incurred during 2005 in respect of consultancy services.
Analysis of derivative contracts

In respect of Form 17 Long term insurance business assets and Other than long term
insurance business assels, all amounts required to be shown (including

comparatives) would be zero and these Forms have not been included within the
Reaturn.
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Returns under the Accounts and Statements Rules

Supplementary Notes

PEARL ASSURANCE (UNIT FUNDS) LIMITED

Global Businass

Financial year ended 31" December 2005

Appendix 9.3

*4002*

*4008*

*4009*

iMO1‘

*4502*

Other income and other expenditure

Other income in 2004 represents compensation received from Pearl Unit Trusts
Limited in order to alleviate double charging of management fees within the Pearl
Group.

Provision of management services

Since 1 September Paarl Group Services Limited has provided the management and
administration services to the insurer. Prior to thal the services were provided by
PGS 2 Limited {(formerly HHG Services Limited). Henderson Global Investors Limited
have provided investment management services to the insurer for the whole of the
financial year.

Material connected-party transactions

Throughout the financial year the insurer has provided a £48 million interest free loan,
repayable on demand, to its parent undertaking Pearl Assurance ple,

Basis of valuation of assets

Investments are stated at current value at the end of the financial year, calculated as
follow:

- listed investments are stated at the middle markel value

- shorl term deposils are included al cosi

- oplther investments are shown al directors’ estimates of market valua

- properties are valued on the basis of open market value, in accordance with the
RICE Appraisal & Valuation Manual

Other income and other expenditure

Other income in 2004 on Form 45 line 14 represents compensation received from
Pearl Unit Trusts Limited in order to alleviate double charging of management fees
within the Pearl Group.

Other expenditure on Form 45 line 26 represents a write back of VAT of £(137,000)
for the property unit linked fund and bank interest payable of £7,000.
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Returns under the Accounts and Statements Rules
Supplementary Notes

PEARL ASSURANCE (UNIT FUNDS) LIMITED
Global Business

Financial year ended 31st December 2005
Appendix 9.3 (continued)

*4503" Charges for Management

Form 45 is an aggregate revenue account for level 1 funds which are the basic asset
funds. Charges for management are deducted at level 2 series and are included in
line 21 as part of the “Value of total cancellation of units™ The level 2 series is the
policyholder liability level.

*4900* Analysis of admissible fixed interest and variable interest securities
As there are no fixed interast securities or variable interest and variable yield

securities in Form 48 requiring analysis, Form 49 has not been included within the
return,
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Returns under the Accounts and Statements Rules

Statement of additional information en derivative contracts required by rule 9.29
PEARL ASSURANCE (UNIT FUNDS) LIMITED

Global Business

Financial year ended 31st December 2005

It is the insurer's policy not to enter into derivative contracts and it has not done so during the

financial year. There is consequently nothing to disclose under paragraph (1) (b} to (i) of rule
9.29 of the Accounts and Statements Rules.



Returns under the Accounts and Statements Rules

Statement of additional information on controllers required by rule 9.30
PEARL ASSURANCE (UNIT FUNDS) LIMITED

Global Business

Financial year ended 31st December 2005

The persons who, to the knowledge of the Company, wera controllers at any time during the
financial year were Pearl Assurance ple, which remained a controller at 31st December 2005,
together with Henderson Finances (formerly Pearl Group), Henderson Group PLC (formerly
HHG PLC). AMP Financial Services Holdings Limited, AMP Holdings Limited, AMP Group
Holdings Limited and AMP Limited which ceased to be controllers on 13th April 2005, Pearl
Assurance Group Holdings Limited which ceased to be a controller on 12th May 2005 and
Pearl Group Limited (formerly Life Company Investor Group Limited), Sun Capital Investments
Limited, Hera Investments One Limited, Xercise Limited, Jambright Limited, Hugh Osmond,
Alan Mcintosh, Matthew Allen, Edward Spencer-Churchill, Mare Jones, TDR Capital LLP and
TDR Capital Nominees Limited which became controllers on 13th April 2005.

The persons who, to the knowledge of the insurer, were controllers at the end of the financial
year were:

1. Pearl Assurance plc

As at 31sl December 2005, Pearl Assurance plc owned 100% of the issued share capital of
Pearl Assurance (Unit Funds) Limited and was able to exercise 100% of the voting power at
any general meeting.

2. Pearl Group Limited

As at 315t December 2005, Pearl Group Limited owned 100% of the ‘A’ and 'B' ordinary
shares of Pearl Assurance plc, a company of which Pear| Assurance (Unit Funds) Limited is a
subsidiary undertaking, and was able to exercise 100% of the voting power at any general
meeting.

3. Sun Capital Investments Limited

As at 31st December 2005, Sun Capital Investments Limited owned 50% of the ordinary
shares of Pearl Group Limited, a company of which Pearl Assurance (Unit Funds) Limited is a
subsidiary undertaking, and was able o exercise 50% of the voting power at any general
meeling.

4. Hera Investments One Limited

As at 31st December 2005, Hera Investmeants One Limited owned 50% of the ordinary shares
of Pearl Group Limited, a company of which Pearl Assurance (Unit Funds) Limited is a
subsidiary undertaking, and was able to exercise 50% of the voting power at any general
meeting.

5. Xercise Limited

As at 31st December 2005, Sun Capital Investments Limited, which is an associale of Xercise
Limited within the meaning of section 422 of the Financial Services and Markets Act 2000 by
virtue of being a subsidiary undertaking, owned 50% of the ordinary shares of Pearl Group
Limited, a company of which Pearl Assurance {Unit Funds) Limited is a subsidiary
undertaking, and was able to exercise 50% of the voting power at any general meeling.
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Returns under the Accounts and Statements Rules

Statement of additional information on controllers required by rule 9.30
PEARL ASSURANCE (UNIT FUNDS) LIMITED

Global Business

Financial year ended 31st December 2005

(continued)

6. Jambright Limited

As al 31st December 2005, Hera Investments One Limiled which is an associate of Jambright
Limited within the meaning of section 422 of the Financial Services and Markets Act 2000 by
virtue of being a subsidiary undertaking, owned 50% of the ordinary shares of Pearl Group
Limited, a company of which Pearl Assurance (Unit Funds) Limited is a subsidiary
undertaking, and was able to exercise 50% of the voting power at any general mesling.

7. Hugh Osmond, Alan Mcintosh, Matthew Allen, Edward Spencer-Churchill, Mare
Jonas

As at 11" Decamber 2005, Hugh Osmond, Alan Mclntosh and Matthew Allen, together with
Edward Spencer-Churchill and Marc Jonas, who were associates of Hugh Osmond and Alan
Mcintosh within the meaning of section 422 of the Financial Services and Markets Act 2000 by
virtue of being partners, jointly owned 67.7% of the ordinary shares of Xercise Limited and
ware able to exercise 67.7% of the voling power at any general meeting. Sun Capital
Investments Limiled is a subsidiary undertaking of Xercise Limited and owns 50% of the
ordinary shares of Pearl Group Limited, 2 company of which Pearl Assurance {Unil Funds)
Limited Is a subsidiary undertaking, and was able to exercise 50% of the voting power at any
general meeting.

8. TDR Capital Nominees Limited

As at 31" December 2005, TDR Capital Mominees Limited acled as nominee for the TDR
funds, which own 89.8% of the ordinary shares of Jambright Limited and were able to exercise
89.8% of the voting power at any general meeting and own 79.7% of the preference shares of
both Jambright Limited and Xercise Limited, which carry no voting rights. Hera Investments
One Limited is a subsidiary undertaking of Jambright Limited and owns 50% of the ordinary
shares of Pearl Group Limited, a company of which Pearl Assurance (Unil Funds) Limited is a
subsidiary undertaking, and was able lo exercise 50% of the voting power at any general
meeting.

9. TDR Capital LLP

As al 31" December, TDR Capital Nominees Limited, which is an associate of TDR Capital
LLP within the meaning of the Financial Services and Markets Act 2000 by virtue of being a
subsidiary undertaking and, acted as nominee for the TDOR funds, which own 89.8% of the
ardinary shares of Jambright Limited and were able to exercise 89.8% of the voting power at
any general meeting and own 79.7% of the preference shares of both Jambright Limited and
Xercise Limited, which carry no voting rights. Hera Investments One Limited is a subsidiary
undertaking of Jambright Limited and owns 50% of the ordinary shares of Pearl Group
Limited, a company of which Pearl Assurance (Unit Funds) Limited is a subsidiary
undertaking, and was able lo exercise 50% of the voting power at any general meeting.
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Pearl Assurance (Unit Funds) Limited
Appendix 9.4

Abstract of Valuation Report

Introduction
1. (1) The date to which the investigation relates is 31" December 2005,

(2} The date to which the previous investigation under IPRU{INS) rule 9.4 related was
31" December 2004,

{3} Since the previous valuation date, there have been no interim valuations (for the
purposas of IPRU(INS) rule 9.4).

Product range

2. There have been no significant changes to products during the financial year.

Discretionary charges and benefits
3. (1) There are no such policies.
{2} There are no such policies
(3) There are no such policies.
{4} During the financial year service charges on linked business remained unchanged.
{5) During the financial year benefil charges on linked business remained unchanged.

(6) DCuring the financial year unit management charges on linked business remained
unchanged.

{7} (a} Units are of four types — gross accumulation, gross distribution, net capital, and
net accumulation. The following method is applied to all four types of units.

The creation or cancellation of units in the internal linked funds is done at
unrounded bid prices. This ensures that unit prices are unaffected by the creation
or cancallation of units and that the interests of unit-holders nol taking part in a
unil transaction are unaffected by thal transaction

Base prices are derived from the internal fund valuations, which are adjusted for
fund specific charges. Increasing the base price by the bid-offer spread and
rounding to the higher tenth of a penny gives the “offer price”. The “bid price” s
the base price rounded to the lower tenth of a penny.

The assel values of the internal linked funds are calculated on a "bid” basis as the
expected cash flows are negative for all asset categories. The valuation includes
the income since the last valuation and allowances for tax on income and realised
and unrealised capital gains

The assets of the Internal linked funds are valued al noon on each working day. If

markets move significantly between noon and 4 pm, allowance for this market
movermnent is made.
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(8)

(9)

{b) The same pricing basis applies to all policies.

{c) A mid-market price applies to the collective investment schemes. The time on
each working day at which the assets in the internal linked funds are valued is the
same as that at which the units in the underlying collective investment schemes
are valued.

Tax on realised and unrealised gains and losses is accruad daily in the internal linked
funds. Gains in eguity funds are index-adjusted,

The table below summarises the lax rates used and tha limes at which the accruals
are cleared,

Fund Type Realised Unrealised  Realised Unrealised
Gains Gains Losses Losses
GGross Priced 19.7% il 189.5% Mil

{Collactive Investment
Scheme Holdings)

Policies sold before 25 Octobear 1985 invest in Gross Priced Units. Their unit prices
do not contain provisions for tax on unrealised gains or losses. When a policy
terminates, a deduction for any index-adjusted realised gains attributable to the
policy is made from the gross policy proceeds. The rate applying to such deductions
during 2005 was 19.7%.

Met Priced Fixed 20% 20% 20% 20%
Interest

Fixed Interes! lax accruals are cleared al the end of each month,

Met Priced Equity 19.7% 17.8% 19.5% 17.7%
(Collective Investmeanl
Scheme Holdings)

Gross Priced and Net Priced Equity (Collective Investment Scheme Holdings)
accrugls for realised gains and losses are cleared at the end of each manth
Accruals for unrealised gains and losses are cleared at the end of each financlal
year under the “"deemed disposal” regime. The tax rate used for this purpose al the
end of 2005 was 17.6%.

See (B) above.

(10) The allowances made o the insurer on the holding of such units are not significant.

The extenl to which the policyholder benefits from them is such that the charges
made to the policyholder are no greater than If the underlying investiments were
directly held.
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Valuation basis (other than for special reserves)

4, (1) Mathematical reserves have been determined by valuing the units allocated to
policies and adding a non-unil reserve for mortality and expenses.

The non-unit reserve is obtained on a discounted cashflow method. The amount of
the non-unit reserve is the net present value of any yearly deficiencies of income over
outgo less yearly surpluses of income over outgo, making no allowance for
surrendar/lapse but allowing for policies being made paid up. The net present value is
calculated over the number of years from the valuation date that gives the maximum
value,

{2) The following table sels oul the rates of inlerest used.

Product Group 2005 2004 Product Code

All business 2.90% 3.40% 700, 710, 715, 720

{3) Mo risk adjustments were required.

(4) The following table sets out the maortalily bases used

Product 2005 2004 Product
ey Male Female  Male  Female Code
Singl 65% 65% 65% 65% 700

Premium AMBO Ut  AFBOUIt AMBOUIt AFS0 UIt

Regular 85% 85% 85% 85% 710, 715, 720
Premium AMBO LIt AFBO LIt AMBO UL  AFBO LIt

Where appropriate, additional reserves for the extra mortality that may arise from
AIDS have been established. These addilional reserves are calculated assuming that
the addilional mortality will be 17% of Projection R in the fourth report of the Institute
of Actuaries AIDS Working Party and apply te male lives only. The additional
reserves calculated have all been included within the reserves for the relevant
individual product lines

{5) There are no products that use a maorbidity basis,

(6) Per policy expenses and investment management fees, both before allowance for tax
relief, and gross unit growth rates before management charges were

Per Policy Investmeant Gross Unit
Expense Management Growth Rate
Product Group (£) (% Fund) (% p.a.)
2005 2004 2005 2004 2005 2004
Single Premium  40.86 38.00 047% 041% 5.0% 5.5%
Regular Premium 4540 4220 047% 041% 5.0% 5.5%
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The above allow for payments expected to be made to Pearl Group Services Limited

under the Management Services Agreement, project expenses, and directly incurred

expenses. In addition:

+« areserve of £2.0 million is held agains!t fulure project cosis.

s areserve of £0.7 million is held for the additional payments due to Pearl Group
Services Limited over 2008 and 2007 following the renegotiation of the
management services agreement with that company

Inflation of per policy expenses was 3.75% p.a. (2004; 5.00% p.a.).
(7} There is no with profit business.
(8) Other malerial basis assumptions:
Tax Rates
Tax on investment income, unit growth, and relief for tax applied lo expenses is 20%
Persistency Rates

Mo allowance is made for surrender or lapse.

Paid Up Rates
Product Code 2005 2004
710 3% 3%
715 3%, 4.5%, 6% 3%, 4.5%, B%

The paid up rates for Product Code 715 are different for different sub-products.

Partial Withdrawal Rates

Product Code 2005 2004
700 2.2% 2.2%

(9} Mo derivative contracts are held.

Options and Guarantees

5.

(1) There are no guaranteed annuity rate options.
(2) There are no guaranteed surrender or maturity values.
(3) There are no guaranteed insurability options.

(4) Certain policies provide a fixed additional amount on maturity. This amount
decreases by £36 each calendar year until 2011, after which it becomes nil. The
basic reserve for the policies with this benefit is £146.4 million. The reserve for this
benefit (£1.0 million) is included within the non-unil reserve, on the assumption that
every eligible policy surviving to maturity receives the benefit.



Expense Reserves

6.

(1)

(2)
(3)

(4)

(5)

The aggregate amounts of expense loadings, grossed up for taxation where
appropriate, expected to arise during the 12 months from the valuation date are
summarised below:

= Explicit per policy expense loading £2.2 million
= Explicit allowance for investment management expenses £1.5 million
« Explicit allowance for policy charge Income £2.5 million
All provisions for fulure expenses have been made using explicit methods.

The amount of maintenance expenses is not significantly different from tha
maintenance expenses shown at line 14 of Form 43,

The insurer has been closed to new business for some years. The amount of top-
up and incremental business to existing policies is not significant. Any additional
expense resulting from such increments is nol material and is more than covered
by the existing expense provision. Therefore no expense overrun reserve is
calculated.

No maintenance expense overrun reserve is held,

The per policy expense assumptions used allow for the payments expected lo be
made to Pearl Group Services Lid under the Management Services Agreement
(MSA), plus project expenses and directly incurred expenses. A prudent margin is
added to these total per policy expenses to allow for adverse deviation. Thesa per
policy expense assumptions are then projected into the future assuming a prudent
level of inflation,

The MSA with Pearl Group Services Ltd is structured on a fixed cost per policy per
annum. Pearl Group Services is engaged with a third party to implement the
oulsource of processing and administration work which gives certainty over the
majority of the cost base Into the future, especially In relation lo economies of scale
and fixed costs

As Pearl Assurance (Unit Funds) Limited is closed to new business, other than for
increments, no reserve is held for discontinuance costs, or the valuation slrain or
expensea ovarrun from the writing of new business,

Mismatching reserves

7

(1) All the liabilities and assets are denominated in sterling.

(2) Not applicable.

(3) Mo currency mismatch reserve Is held.

(4) The more onerous scenario under PRU rule 4.2 1GR for assets invested In the

United Kingdom and other assets that fall under this rule for the purposes of
calculating the resilience capital requirement is described below,

(i} A fall in the market value of equities of at least 10% or, if greater, the lower
of:
(a) a percentage fall In the market value of equities which would

produce an earnings yield on the FTSE Actuaries All Share Index
equal to 4/3rds of the long-term giit yield; and
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(b) a fall in the market value of equities of 25% less the equily market
adjustment ratio;

This resulted in a fall of 10% in assel values.

(i} A fall in real estate values of 20% less the real estate market adjustment
ratio for an appropriate real estate index;

There is no real estate.

(N A fall in yields on all fixed interest securities by a percentage point amount
equal to 20% of the long-term gilt yield.

This resulted in a rise of 7.5% in asset values.
(5) No assets were deemed held in a significant territory.

(6) {(a) The amount of the resilience capital requirement is nil.

(b) Under the more onerous scenario the long lerm insurance liabilities rose by
£0.4 million.

{c) Under this scenario, the value of the assels allocated to maltch these liabilities
didd nol changa,

(7) Mo additional reserve is held.

Other special reserves

8.  Areserve of £4 million for capilal gains lax deductions on Gross Priced policies is held
in respect of the terminal deductions on those policies (see 3 (8) above). The policy
conditions permit deductions from the internal linked funds if the terminal deduction
reserve is exhausted by payments of capital gains lax.
A reserve of £4 million is held o cover possible compansation to past and present
policyholders resulling from historical unil pricing errors. The amount of the reserve was
derived from investigation of the errors and consequent estimates of the differences
between correct and incorrect policy values.

Reinsurance

9. (1) Mo reinsurance has been ceded on a facultative basis.
(2) Mot applicable.

(3) Not applicable.

Reversionary (or annual) bonus

10. There is no with profit business.

42



Returns under the Accounts and Statements Rules

Certificate required by rule 9.34

Pearl Assurance (Unit Funds) Limited

Global Business

Financial year ended 31st December 2005

We cerlify that. -

T (a)

(b)

(&)

(©)

I' W Laughlin

the return has been properly prepared in accordance with the requirements in
IPRU[INS) and PRU; and

the directors are satisfied that:

(i} throughout the financial year in queslion, the insurer has complied in all
material respecls with the requirements in SYSC and PRIN as well as the
provisionsz of IPRU(INS) and PRU; and

(ii) it is reasonable to believe that the insurer has continued so to
comply subsequently, and will continue 50 o comply in future,

in the directors’ opinion, premiums for contracts entered into during the financial
year and the resulting income earned are sufficiant, under reasonable actuarial
methods and assumptions, and taking into account the other financial resources of
the insurer that are available for the purpose, to enable the insurer to meet its
obligations in respect of those contracts and, in particular, to establish adequate
mathematical reserves;

the sum of tha mathematical reserves and the deposits received from reinsurers as
shown in Form 14, conslitule proper provision at the end of the financial year in
guestion for the long-term insurance business liabilities (including all liabilities arising
from deposit back arrangements, but excluding other liabilities which had fallen due
before the end of the financial year) including any increase in those liabilities arising
from a distribution of surplus as a result of an actuarial investigation as at that date
inte the financial condition of the long-term insurance business;

the directors have, in preparing the return, taken and paid due regard to advice in

preparing the return from every actuary appointed by the insurer to perform the
actuarial function in accordance with SUP 4.3.13R.

J 5 Moss G S Felston

Managing Director Director Director

Date: 31st March 2008
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Returns under the Accounts and Statements Rules

Independent auditors’ report to the directors pursuant to rule 9.35
PEARL ASSURANCE (UNIT FUNDS) LIMITED

Global business

Financial year ended 31st December 2005

We have examined the following documents prepared by the insurer pursuani to the
Accounts and Statements Rules set out in Chapter @ of the Interim Prudential Sourcebook for
Insurers and the Integrated Prudential Sourcebook (“the Rules”) made by the Financial
Services Authority under section 138 of the Financial Services and Markets Act 2000,

= Forms 2, 3, 1310 16, 40 to 45, 48, 58 and 60 (Including the supplementary noles)
{"the Forms");

= the statement required by rule 9.29 ("the statement”); and
= the valuation report required by rule 9.31(a) ("the valuation report”),
We are nol required to examine and do not express an opinion on the following:
« Forms 48, 47, 50, 53 and 55 (including the supplementary notes),
« the statement required by rule 9.30; and
« the certificate signed In accordance with rule 9,34,

This reporl is made solely lo the insurer's directors, in accordance with rule 9.35 of the
Accounts and Statements Rules. Our examination has been undertaken so thal we might
state to the insurer's directors those mallers we are required by the Rules to state to them in
an auditors’ report and for no other purpose. To lhe fullest extent permitted by law, we do not
accepl or assume responsibility to anyone other than the Insurer far our examination, for this
report, or for the opinions we have formed.

Respective responsibilities of the insurer and its auditors

The insurer is responsible for the preparation of an annual return (including the Forms, the
statement and the valuation report) under the provisions of the Rules, Under rule 9.11 the
Forms, the statement and the valuation report are required to be prepared in the manner sel
out in the Rules and to state fairly the information provided on the basis required by the
Rules. The methods and assumptions determined by the insurer and used to perform the
actuarial investigation as set out in the valuation report and prepared in accordance with rule
9.31(a) are required to reflect appropriately the requirements of PRU 7.3.

It is our responsibility to form an independent opinion as to whether the Forms, the statement
and the valuation report meet these requirements and to report our opinion to you. We also
report to you if, in our opinion, the insurer has not kepl proper accounting records or if we
have nol received all the informaltion we require for our examination.
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Returns under the Accounts and Statements Rules

Independent auditors’ report to the directors pursuant to rule 9.35
PEARL ASSURANCE (UNIT FUNDS) LIMITED

Global business

Financial year ended 31st December 2005
(continued)

Basis of opinion

We conducted our work in accordance with Practice Note 20 “The audit of insurers in the
United Kingdom” and Bulletin 2004/5 "Supplementary guidance for audilors of insurers in the
United Kingdom" issued by the Audiling Praclices Board. Our work included examination, on
a lesl basis, of evidence relevant to the amounts and disclosures in the Forms, the statement
and the valuation report. The evidence included that previously obtained by us relating to the
audit of the financial statements of the insurer for the financial year on which we reported on
31st March 2006 It also included an assessment of the significant estimates and judgements
made by the company in the preparation of the Forms, the statement and the valuation report,

We planned and performed our work so as to obtain all the information and explanations
which we considered necessary in order to provide us with sufficient evidence to give
reasonable assurance that the Forms, the statement and the valuation report are free from
material misstatement, whether caused by fraud or other irregularity or error, and comply with
rule 9.11.

In accordance with rule 9.35(1A), to the extent that any document, Form, statement, analysis
or report to be examined under rule 9.35(1) contains amounts or information abstracted from
the actuarial investigation performed pursuant to rule 9.4, we have obtained and paid due
regard lo advice from a suitably gqualified actuary who is independent of the insurer

Opinion

In our opinion:

(a) the Forms, the statement and the valuation report fairly state the information provided
on the basis required by the Rules and have been properly prepared in accordance
with the provisions of those Rules; and

(b) the methods and assumptions determined by the insurer and used to perform the
actuarial investigation as set oul in the valuation report appropriately reflect the
requirements of PRU 7.3,

Ernst & Young LLP 1 More London Place
Registered Auditor London
SE1 2AF

Date: 31st March 20086
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