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2B032006:16:12:04 Form 2

Statement of solvency - long-term insurance business

MName of insurer PEARL ASSURANCE (UNIT LINKED PENSIONS) LIMITED

Global business

Financial year ended 31st December 2005

Company
. trati Poriad ended
Solo solvancy calculation :ﬂ:hr o GLUKEM g, ‘monl':l = Vi
1122485 GL 3 12 | 20056 | E000
I N o As al end of As at and of
this financial the previous
yaar year
|
1 2

Capital resources

Capilal i thin th i i

Tu:zl MEEOUTGaS anﬁmg WL [} Iﬂl'lﬂ-* BT NSUrance 11 342[}
pfaiiee — !

Capital resources allocaled towerds long-term insuwrence

businass grising outside the long-term insurance fund 12| 43179 317

Capital resources available to cover long-term insurance .
| business capital resources requirement (11+12) 13 ‘ 43179 40211

Guarantee Fund

Guarantee Fund requiremant 21 2030 2087
Excess (deficiency) of avallabla capital resources o B = i
cover guarantee fund reguirement 22 41149 38124

Minimum capital requirement (MCR)

Long-term insurance capital requirement i l 5572 5 25\_

Resilience capital requirement 32

Base capital resources requiramant 33 2030 | 2087
| Individual minimum capital requirement 34 5572 5129
| Capital requirements of regulated related undertakings 35
| Minimum capital requirement (34 + 35) 36 55672 5129
| Excass (deficiancy) of avallable capital resourcas 1o
| cover 50% of MCR 37 40393 37647
 Excoss (deficiency) of available capital resources to

cover 75% of MCR 38 38000 36364
Enhanced capital requirement

With-prafits insurance capital component 39

Enhanced capital requirement 40 5RT2 5129
Capital resources requirement {CRR)

Capital resources requirement (greater of 38 and 40) 41 G572 5129 |

Excess (daficiancy) a-F;'-allanla capital resources to cover long-

term insurance business CRR (13-41) o 37607 35082

Contingent liabilities

Quantifiable contingent iabilities in respect of long-term

insurance business as shown in a supplementary nols o

Form 14 5




ZBO3IZ006:16:12:04 Form 2
Covering sheet to Form 2

MName of insurar PEARL ASSURANCE (UNIT LINKED PENSIONS) LIMITED
Global business

Financial year ended 3 st December 2005

I W Laughlin Managing Director
J 5 Moss Director
G S Felston Director

31st March 2006



28032006:16:12:04

Form 3

(Sheet 1)
Components of capital resources
Mame of insurer PEARL ASSURANCE [(UNIT LINKED PENSIONS) LIMITED
Global business
Financial year ended 31st December 2005
Company
registration Feriod ended
number GLIUKICM  “gay ™ menth  year Units
R3 1122485 GL 31 | 12 | 2005 | £000
General Long-term Total as at the | Total as al the
INsurance insurance end of this end of the
business business financial year PrEVIOUS year
| 1 2 3 4
Caora tier one capital
Parmanent share capital 11 53750 | 53750 54750
Profit and loss account and other reserves 12 (6778)) (6778), (13781)
Share premium account 13 252 . 252 252
Positive valuation differences 14
Fund for future appropriations 15
Core tier one capital in related 16
undertakings
Core lier one capital (sum of 11 o 16) 18 AT224 47224 40211
Tier one waivers
Unpaid shara capital [ unpaid initial funds 21
and calls lor supplementary contributions
Implicit items 2z
Tier one walvers in refated undertakings 23 = =
Total tier one waivers as restricted 24 =
[21+22423)
Other tier onae capital
Perpetual non-cumulative prefarance a5
shares as restricted
Perpetual non-cumulative proference E
shares in related undertakings 26
| Innovative tier one capital as restricted 27
Innovative tier one capital in related 28 B
undartakings
Total tier one capital before deductions '
(10424425+26+27+28) o 424 47224 40211
Investments in own shares 2
Intangible assets 33
Amounts deducted from technical 34
pravisions for discounting
Other negative valuation differences a5 |
Deductions in related undertakings a6 [
Deductions from ter ene (32 1o 38) a7
i i |
‘I:'g!ﬁls ; Jnzur ona capital after deductions 39 4724 47224 40711




28032006:16:12:04 Form 3

(Sheet 2)
Components of capital resources

Mame of insurer PEARL ASSURANCE (UNIT LINKED PENSIONS) LIMITED
Global businass

Financial year ended 31st December 2005

Company
regisiration Pariod unded
numbar GLUKICM  day manth  year Units

R3 | 1122485 GL 31 | 12 | 2005 £000

General Long-term Total as atthe | Total as at the

insurance Inzurance end of this and of the

business business financial year previous year
1 2 3 4

Tier two capital

| Implicit items, (tier two waivers and
| amounts excluded from line 22)

Perpetual non-cumulative preference
| shares excluded from line 25

| Innevative tier one capital excluded from line 27

| Tier bwo walvers, innovative tier one capital and
| perpetual non-cumulative prefence shares treated
| as tiar two capll:l (41 to 43)

i Perpatual cumulative preference shares
| Perpstual subordinated debt and sscurities
| Upper fier two capital in redated underakings

Upper tier lwo capital (44 to 47)

DEEEEREEE

Fixed lerm preference shares

Other tier two instruments

| Lower tier two capital in retated undertakings

'%iz G

| Lower tier two capital (571+52453)

i Total tier two capital before
| restrictions (49+59)

i Excess tier two capital

| Furthar excess lowear tier bwo capltal

Total tier two capital after restrictions,
before deductions (51-62-83)

ABEE




2B032006:16:12:04 Farm 3
(Sheet 3)
Components of capital resources
Name of insurer PEARL ASSURANCE (UNIT LINKED PENSIONS) LIMITED
Global business
Financial year ended 31st December 2005
Company Bidciientes
Estratio o
;‘l.l’l'l'lhl' ! GLUKICM “day manth  year Units
R3 1122485 GL | )| 12 | 2005 | E000
General Long-Term | Total as at the I Tatal as al the
insuranca insuranca and of thiz and of tha
Business Business financial yesar MEViDUS vear
1 2 3 4
Total capital resources
: Positive adjustmenlts lor regulated 1
non-insurance related undertakings
Total capital resources before deductions
| (39+B9+71) T2 47224 47224 40211
| Inadmissible assets other than 73 Tt
intangiblas and own sharas
| Assets in excess of market risk and |
caunterparty imits T4 4045 4045
| Deductions for related ancillary services 75
| undertakings
| Deductions for regulated non-insurance 786
| related underlakings
Deductions of ineligible surplus capital 7
Total capital resources after | z
deductions (72-73-T4-T5-TG-TT) " SheH i 45178 ok
Available capital resources for PRU tests
Ami!ahln_t:s;pilal resourcas for guaranies
| fund requirement 81 43179 43179 40211
| Awailable capital resources for 50% MCH I
| requiramant B2 43179 43179 40211
| Awvailable capital resources for 75% MCR i
| requiremant 83 43179 43179 | 40211
Financlal enginearing adjustments
| lmplicit items 91
| Financial relnsurance - ceded 8z
| Financial relnsurance - accepled a3
i
| Qutstanding contingent loans a4 ]
Any other charges on fulure profils g5 I 1l
Sum of finencial engineering adjustments a6 | ]
{91+82.03+04+05)




2RO3IZ006:16:12:04 Form 13
) (Sheet 1)
Analysis of admissible assets
MName of insurer PEARL ASSURANCE (UNIT LINKED PENSIONS) LIMITED
Global business
Financial year anded 31st December 2005
Category of assets Total other than long term insurance business assets
m? Period ended of
lalj} L]
irireeey GLIUKICM T ot e i
R13 1122485 GL 31 | 12 | 2005 | EDOD | 1
As at the end of | As al the end of
this financial the previous
| Investments yaar year
| 1 2
| Land and bulldings 1 .
Investments in group undertakings and participating
interests
| LIk degendant | 2
INGLIF G NS
i oebts and loans 22
Other insu ndants e — =
o cops dabts and loars 24
HNon-insurance dapandants . 25 -
debts and loans 26
shars 27
Clhwr growp wndurtakings i -
debis and loans 28 8955 13000
| Participating interests | St 0
| | debis and loans 30
Other financial investments
Equity shawes a1
Othar ghares and othar vanabla yield participations 42
Holdings in collactve invesimenl schemes 43 7500 5429
| Rights under derivative contracls 44
Fimgel indorest socurities Aporoied 4-'5- 3863
CHher 46
‘fanabla interest eacurities o Somures .4
Dher 48
Paricipation in invesimant pools 49
Loans secured by morigages 5“.- = _
Loans to public o local suthorities and nefionelised indusires 51
O underiakings .
Loans sacuned by policies of insurance issued by the 52
- CparTy S
Cither inens 53
Bank and approved credil & S06 month of les wdihdrsws! 54 19825 4613
financial ifuits i 1 m
caal inslitubon deposits _H'JMIJW Wi o mgnth 55 AB48 3{]22
Cithver financial imasimints |56




28032006:16:12: 04 Form 13
(Sheat 2)
Analysis of admissible assots
Nama of insurer PEARL ASSURANCE (UNIT LINKED PENSIONS) LIMITED
Global business
Financial year ended 31st December 2005
Category of assets Total other than long term insurance business assets
Company Catagory
registration Pariod ended of
number GLIUKICM day month  year Units S
R13 1122485 GL | 12 2005 £000 1
As at the end of | As at the end of
this financial tha pravious
year year
1 2
Deposits with ceding undertakings 57
Ingex linked 58
Azgats hald o madeh linked Babillties wed 59
Reinsurers' share of technical provisions
Preevvizion far unnarmad pramimea 60
| Claims oulstanding 61
Prowision far unexpired risks 62
Chhr 63
Debtors and salvage
Direct Insurance business Palcybican — L&
Intermedianies T2
Salvage and subrogation recoveries T3
Reinsurance ceoony. 14
mu s S—— — S— S— TE
D in 12 months o lass 76
Dapendants - [t |
| i Due in imedng 1han 12 monlis ?'T_
D in 12 manths or lass T8 |
o Dua in marae than 12 months 79 l
Other assels
Tangible assats B 5 80
osvaemsh ot el cemias ot 0ol iy 81 2593 1577
Canh In hand 82
Cther ansais (paniculsrs o b specifed by way of 83
supplamoniany naba)
Acesued intarest and e B4 71 662
Dafered acquisition costs 85
CHhEr prepayments and accrusd income 86 | 25
: Deductions from the aggregate value of assels I 8T | | _I
Grand tolal of sdmissile ts alfler deduction of madked risk = |
| and ommarpartymu::'u 11’1'1'.::;-&::@3 87) " I as | 43817 [ 32166




28032006:16:12:04 Form 13

(Sheet 3)

Analysis of admissible assets
Mama of insurer PEARL ASSURANCE (UNIT LINKED PENSIONS) LIMITED
Global business
Financial year anded 31st December 2005
Category of assets Total other than long term insurance business assets

Company E'm!

registration Pariod endad

iniber GUUKICM  gay  month  year Units assets

R13 1122485 GL 3 | 12 2005 EQOO0 | 1
| As atthe end of | As at the end of
this financial the previous
year yaar
| 1 2

Reconclliation to asset values determined in accordance a
with the insurance accounts rules or international
accounting standards as applicable to the firm for the
purpose of its external financial reporting
Totel sdmilssibie sssets aftar daduection of markat risk and -
counborpary limits (a5 por ling 8O abowes) EL 43817 32166
Assots in oxcoss of markel and counterpary kmas 92 4045
Capltal resources requirement deduction of regulated related 93
unhartavkngs
Inligible surpdus copital ard mestricted assets in eguleded =1
redlalid insuironge uncrtakings 94
Inadmizssible pssets of regulated related insurance 95
undertakings
Flock value of related ancilary sarvicas undertaking a8
Other differences in te valualion of assats (other than 97 — -
asgels not valudd abowe) S
Caferred acquisiton costs excluded from fine &9 a8
Reinsumnns’ shass of lechnicl provigions excludod fom ke ag -
]
Cther aseet adjustments (may bi negative) 100
Tatal assots dotarmined In actardanca with the insurance
Becounts rules or intamational accounting standards as 101 47862
applicable io the firm for the purpose of its external financial
repoding (81 o 100}
Amounts includad in line 88 atributable to debts dun from .
related insurers, other than these under eontrects of Ingurance 102 B955 13000
OF TEHNSUTEnCE




28032006:16:12:04 Form 13

(Sheet 1)
Analysis of admissible assats
Name of insurar FPEARL ASSURANCE (UNIT LINKED PENSIONS) LIMITED
Global business
Financial year ended 31st December 2005
Category of assels Total long term insurance business assets
Company Categol
registration Period ended ufm i
number CLUKICM oy month  year Units  assets
R13 1122485 GL 3 [ 12 2005 @ EO00O 10
As al the end of | As al the end of
this financial the previous
Investments year year
1 2
Lo s baullctings 1
Investments in group undertakings and participating
interests
shares 21
bl b ol o debts and lnans
—— 55
Insuranca dapendants T
MNon-msurance dependanis 25
dahts and loans
Other greup undsrtakings ot i
debts and loans — 28
Farticipaling inarests ol 29 1l
debts and loans 30
Other financial investmeants
Enquity shames B 41 G0 43“6“
Ciher shires and othar vanabie yield partcipations 42
Holdings In collective investment schemes 43 G525 31511
Rights urder darivallve coniracts 44
Fixed inlenest securities 45 16444
Other 46
Variable interest securities v :;
Pearticipation In invesiment pools 49
Loans secured by morigages 50
Loars to public or local suthorities and nationsfised industries 51
or u
Loane securnd by policies of insurnes ssuod by the 52
CUERArY .
Cther loans 53
Bank and approved credit & o misili o Mool S 54 953 9101
fmancial institution doposits Mora than th
b P w:mwmme st 55 10716 4114
Cithar financanl imvesdmonts 56




2B032006:16:12:04 Ferm 13

(Sheet 2)
Analysis of admissible assets
Mame of insurer PEARL ASSURANCE (UNIT LINKED PENSIONS) LIMITED
Global business
Financial year anded 31st December 2005
Category of assets Total long term insurance business assets
Campany Category
registration Period ended of
number GLAMICM day month  year Units assels
R13 | 1122485 GL | 12 2005 £000 10
B As atthe end of | As al the end of
this financial the previous
year year
| 1 2
Depasits with ceding undertakings 57 |
| Index, linked 58
Axzaeis hald o maieh linked Eabillties 1
| i Braperty linkesd 59 384457 337984
Reinsurers' share of technical provisions
| Pronision for unaamad poamiamsa 60 |
| Claims outstunding - o 61
Provision for unexpired risks 62 |
Crther 63 |
Dabtors and salvage
Direct insurance business Pelcificioers L& } 28 3 18
Inermediaries 72
- Arcepled 74 |
Binsurance 3 g
Ceded 75
Dus in 12 manths or lass 76
Dependants
Due in more hen 12 monlis T
Diug in 12 manths of lBss 78 1512 G20
isiacl Due in mare than 12 months ¥ —
Other assels
Targhon smves_ 8
Eupualta m?mm o lime restriction on withdrawal with B1 12?5 2704
Canh in hand a2
Cther assats (pariculars 10 be specified by way of
supplemeniany note) 83
Acnued intéres] and rent 84 296 116
Defemad acquisilion cosls . 85
Other prepayments and accrued income = &6 56 | 1
| Deductions from the sgyregale value of assels I H-T | | . I
Grand botal of sdmissible assels after deduction of markst risk | e
and counierparty Iu:;b' :1?;55 R‘.':; BT i l 89 | 435480 | 403133 |

10



28032006:16:12:04 Form 13

(Sheet 3)
Analysis of admissible assets
Name of insurer PEARL ASSURANCE (UNIT LINKED PENSIONS) LIMITED
Global business
Financial year anded 31st December 2005
Category of assets Total long term insurance business assets
Company Category
regisiration Pesiod ended af
numbar GLUKICM “day month  year Units assats
R13 1122485 | GL | 3 12 | 2005 | E000 | 10

As atthe end of | As at the end of

this financial the previous
year yaar
| 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

Tolal edmissitle assets after deducton of markel risk and

iyl bl 91 435480 | 403133
Azgats in excess of market and counterpany limits a2

Capetal resourcas requiremant deduction of regudated melabed 93

Uniarimdngs: .

Inaligibie surpdus capital and restricted assels in regulated

retated insurance underakings _M = 1 =)
Inadmissibile assots of rogulated retled insuranoe a5

undartakmngs |

Book value of related aawillaey serioes undoerakings 96 |

Oithar differancos in the valuation of assots (ather than for 97

pasats not valusd abova)

Detarrad acquisition costs excluded from line 89 98

Reinsurers’ shane of technical provisions excluded from line 99 82010

a5

Cihar assat adjustmants (may be negstive) 100
“Total assets delemmined in Sccomdanca with the insurance

accounts rlis of inbermalonal accounting slandonds as 104 517490

applicable i tha fiom for the purpaes of ils axstemal financial

| reporting (81 12 100)

Amsounts includod inling BO allributable o dobls dus om a

redated nsurars, altvr than thase dnder sontracts of insurance 102 218 151
Of PeEnELrance

1"



Long term insurance business liahilities and margins

PEARL ASSURANCE (UNIT LINKED PENSIONS) LIMITED

Mama of insurer
Global buginess
Financial year ended 31st December 2005

Fund Total long term insurance business

2B032006:16:12:04

| of its extemnal financial reparting (71 1o 75)

. As ﬁt the and of As al the end of
this financial the previous
year year
1 2
Mathemalical resarves, after distribation of surplus 11 423185 376826
Cash bonuses which had not been pald to policyhalders paor to end of 12
My linaercad yoar
Balance of surplus/{valuation deficit) 13 B420
Leng berm insurance business fund carried forwsrd (1110 134 14 423185 385246
) , Gross amaunt 15 1734 1835
Claims outstanding Remsurers share 16 =
Mat {15-16) 17 1734 1835
Provisions Tamon 21
. S Oivar _22
Ceposits recaived from reineurers 23
[oriscd srviurisnon busingss 3 = 2-
Craditors Resingamancy assoptod 3z
I
Reineurance ceded 33
Debenture loans - 4
| Unsocurd 35 |
Amounts cwed 1o aredll irstiions 36 i
wadliire | Taxation ar 5 1|
| Cithee 38 10129 | 16050
Accruals and defarmed income as 427 |
Provision for "reasonably foresesable sdvarse vadationa” 4 i
Total other insurance and non-insuranca lisbilties (17 1o 41) 49 12295 17887
Excass of the value of nat admissible assets 51 |
Total liabities and margins 59 435480 | 403133
| Ameunts includael In lina 50 attributa ities 10 related —
oihas ::n thase und:l::unh-:m umnﬁm nll-"}‘::;:,mm oomeaniee- -1 g1 8968 | 16596
Amounts included in ine 59 sttnbutable bo kabili ' |
sl me i \ s lnrespact orpopety 1 g2 384457 | J37984
Total habilfies {11+12+40) 7 435480 | 394713
Increasa ko liabilities - DAC related 72 |
Ralnsurscs’ shara of inchnical provisions 73 B2010 —
Chher adjustments 1o labities (may be negative) 74 )
Gapital and resenes and fund for future eppropristions 75
Talal kahilities dnder msunne acoounis nibes or internationsal
accounting standards as appéicatia 1o the firm for e purpose 76 517490

12

Form 14



28032006:16:12:04 Form 15

Liabllities (other than long term insurance business)

Mame of insurar PEARL ASSURANCE (UNIT LINKED PENSIONS) LIMITED
Global business
Financial year ended 31st December 2005
Sompaey Period ended
s " GLIUKICM - Units

day month  year
R15 1122485 GL n 12 2005 £000

I Az at the end of | As at the and of
this financial the previous
yaar year
1 2

l —

Technical provisions (gross amaunt)
| Provision for uneamed premiums 1

Claims outstanding 12
| Provision for unexpired risks e |13
| = Cradit businazs 14
|1 Feesiteian s Other than credit business 15
| Other gross technical provisions 16
| Tolal gross technical provisions {11 o 18) 19

Provisions and craditors

ey : .
| Provisions s 2\
. Chther risks and charges 22 .
| Deposits recalved from reinsurers M |
| Direct insurance business 41
| Craditors Reinsurance accepted 42
Reinsurance ceded 43

| Debentura loans Secured 44
11 Unsecured 45
| Amounts owed to credit institutions 46
'I_ Taxation 47 220
| Credilors Rerommended dividend |48
' Other 49 632 153
| Aceruals and defared Income 51 6 2
| 7ol {18 to 51) 53 638 ars
E Provision for “reasonahly foraseeable adverse vanations™ 61
| Cumulative prefarance share capital 62 .
' Subordinated loan capital = = 63
| Total (59 to E3) 69 638 ars
| Amounts included in line 69 attributable to liabilities to related insurers, other than = a0
| those under contracts of insurance or reinsurance 153
| Reinsurers' share of DAC &1

Amounts deductad from lechnical provisions for discounting 82

Other adjustments (may be negative) 83 ]

Capital and resernves 84 47224

Total labllities under insurance accounts rules or intemational

acocounting standards as applicable to the firm for the purposs B85 ATBE2
| of its external financial reporting (59+81-32+83+84) B

T2



28032006:16:12:04 Form 16
Profit and loss account (non-technical account)
MName of insurer PEARL ASSURANCE (UNIT LINKED PENSIONS) LIMITED
Global business

Financial year ended 31st Deacember 2005

Company
rvgistration Parlod ended
number GLIUKICM ~0y month  yoar Units

R16 1122485 : GL I | 12 | 2005 £000

N This financial Previous
yasar year |
1 2
| Transfer (to)/from the Fram Form 20 11
| general insurance business
| technical account Equalisation provisions 12
' Transter from the long term insurance business revenue
| socsunt 13 14978
Income 14 817 G668
: Invastmeant income T:T“Tmr::gusmnts & 15 72
Gains on the realisation of
| invesiments 16 175
Investment management =
charges, including interast 17 24 21
Value re-adjustments on = T
| Investiment charges investmants 18 193
Loss on the realisation of - |
invasimants 19 7
Allocated investment retum transferred to the g_enFal l
| Insurance business technical account 20
Other income and charges (particulars to be specified 21 124
by way of supplementary note) ( )
Prafit or loss on ordinary activities before tax a
(11+12+13+14+15+16-17-18-19-20+21) 29 19629 nz
Tax on profit or loss on ordinary activities " 186 220
Profit or Inss on ordinary activities after tax (29-31) 39 15433 492
Extracrdinary profit or loss (particulars to be specified 41
by way of supplementary note)
Tax on extraordinary profit or loss 42
Other taxes not shown under the preceding items 43
Profit or loss for the financial year (39+41-(42+43)) 49 15433 492
Dividends (paid and proposed) 51 |
Profit or loss relained for the financial year (48-51) 5 15433 | 492

14



28032006:16:12:04 Form 40
Long-term insurance business : Revenue account
Name of insurer PEARL ASSURANCE (UNIT LINKED PENSIONS) LIMITED

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

Financial year ended 31st December 2005
Units E£000
i Financial year Previous yaar
|
1 2

Incoma

Eamed premiums | 11 15593 19658

Investment income receivable before

deduction of lax 12 13689 10720

Increase (decrease) in the value of non-linked ‘ 1

assats brought inlo account 13 (38) (202)

Increase (decrease) in the value of linked 14 52280 272

assels

Other income | 48
[lntal income 19 81524 59888
. Expenditura - '. ]

Claims incurred 21 23190 37568

Expenses payable 22 2812 2622
_ Intara_st _paythﬂ before deduction of tax 23 1587 7

Taxation 24 1018 4740
| Other expenditure 25 '

Transfer to (from) non technical account 26 14978

Total expenditure 29 43585 44937

Business transfers-in 31 |

Busingss transfars-out 32

Increase (decrease) in fund in financial year

(19-20+31-32) 39 37939 14951

Fund brought forward 49 385246 370295

Fund carried forward (39+49) 59 423185 385246

15



2A032006:16:12:04 Form 41
Long term insurance business : Analysis of premiums
Name of insurer PEARL ASSURANCE (UNIT LINKED PENSIONS) LIMITED
Total business/subfund Total long term insurance business
Financial year ended 3st December 2005
Units E0DD
| UK Life UK Overseas  Total Total |
Pension | Financial | Previous
| year yaar
- 1 2 3 | 4 5
Gross !
Regular premiums 1 10724 ' 10724 135562
Single premiums 12 9375 f 9375 9379
Rninm? rance - external ]
Regular premiums 13 B ‘
| Single pramiums 14 | |
| 1 _ -
ﬁmmuramm = intra-group !
| Regular premiums 15 |
Single premiums 16 4506 4506 3273
Net of reinsurance ' - - ———
Regular premiums 17 | 10724 10724 | 13552
' Single premiums 18 | 4869 4869 6106
| Total — e
L_Gmss 19 20099 20089 | 22931
| Reinsurance 20 | 4506 4506 3273
- MNat 21 | 15593 15693 19658

16



2R032006:16:12:04 Form 42
Long term insurance business : Analysis of claims

Mame of insurer PEARL ASSURANCE (UNIT LINKED PENSIONS) LIMITED

Total business/subfund Total long term insurance business

Financial year ended 31st December 2005
Units E000
°n UK Life UK | Overseas = Tota | Total
Pension Financial Previous
yaar year
| 1 2 3 & | B
Gross
Death or disability lump sums [ 1] 1070 1070 1184
Disability panodic paymenls 12 _ ] | B
Surrender or partial surrender 13 16102 16102 32840
Annuity payments 14 2222 2222 1333
Lump sums on maturity 15 6018 6018 3544
Total 16 E-H_?J _ 25412 38901
Reinsurance - axtarnal ]
Death or disability lump sums 21
Disability periodic payments 22
:_Eﬁrrender or partial surrender 23 gl B
- Annuity payments 24 | . !
Lump sums an malurity 25 | |
Total __ 26
Reinsurance - Intra-grnup. i
Death or disability lump sums 31
Disahility periodic paymanis 3z =
Surrender or partial surrender 33 - B
Annuity payments 34 2222 2222 1333
Lump sums on malurity 35 . |
Total N 36 2222 2222, 1333
Mat of reinsurance
Death or disability lump sums 4 1070 1070 1184
Disability periodic paymenls 42
Surrender or partial surrender 43 16102 16102 32840
Annuity payments 44 I
Lump sums on maturity 456 | 6018 6018 3544
Total 46 | 23190 23190 37568|
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2B032006:16:12:04 Form 43
Long term insurance business : Analysis of expenses
Namae of insurar PEARL ASSURANCE (UNIT LINKED PENSIONS) LIMITED
Total business/subfund Total long term insurance business
Financial year ended 31st December 2005
Linits £000
UK Life UK Overseas Total Total
Pension Financial Previous
year year
1 2 | 3 4 5
Gross |
Commission - acquisition 1
Commission - other 12
Management - acquisition 13
Managemenl - maintenance 14 2812 2812 2622
_in_ﬂérl-i-l_g-amant - ather 15 ]
Total 16 2812 2812 2622
Rainsurance - axtarnal
Commission - acquisition 21
Commission - other 22
Management - acquisition 23|
Management - maintenance 24 i
Managamant - other 25 i
Total 26 i
5 o | . =
Reinsurance - inlrn-nr;uup |
Commission - acquisition Y = |
 Commission - other 1|3,§
Management - acquisition [ a3
Management - maintenance | 34 |
Management - other | 35
Total |36 |
Net of reinsurance { I
Commission - acquisition | 41
Commission - other 42
-_hfanagamani - acquisition | 43
Management - maintenance 44 2812 2812 2622
| Management - other 45 =
| Total % 2812 2812 2622
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28032006:16:12:04 Form 44

Long term insurance business : Linked funds balance shest

Name of insurar PEARL ASSURANCE (UNIT LINKED PENSIONS) LIMITED
Taotal business
Financial year ended 31st December 2005
Linits E000
= Financialuv_;réar Previous year
, B 1 2
Internal linked funds (excluding cross investment) |
{Directh_.r held assets (excluding collective Investment schemes) 11 17948
| Directly held assets in collective investment schemes of connected compames | 12
' Directly held assets in other collective invesiment schemes 13 371771
Total assets (excluding cross investment) (11+12+13) | 14 388769
Provision for tax on unrealised capital gains 15
Secured and unsecured loans 16
Other liabilities 17 203
Total net assets (14-15-16-17) 18 389566
Dimﬁﬂy held linked assets. |
Value of directly held linked assets 21 |
|
-Tml ] —— - - . ]
Value of directly held linked asseals and units hald (18+21) e | JBO566 |
— !
Surplus units 32 5109 |
Deficit units ) 33 |
_Hnt unit liability (31-32+33) 34 384457 |
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280320086:16:12:04 Form 45
Long term insurance business : Revenue account for internal linked funds
Mame of insurer PEARL ASSURANCE (UNIT LINKED PENSIONS) LIMITED
Total business
Financial year ended 31st December 2005
Units £000
| Financial year | Previous year |
_ | 1 2
= — |
Income }
 Value of total creation of units 11 | 10661 16755
| Investment income attributable to the funds before deduction of tax 12 11520 8224
| Increase (decrease) in the value of investmants in the financial year 13 52280 28712
Other income — 14 -
Total incoma 19 74531 546491
Expenditure -
Value of total cancallation units —— | 21 35129 31004
Charges for management | 22
Charges in respect of tax on investment income | 23 (16} 148
Taxation on realised capital gains - | 24
Increasa (decrease) in amount set aside for tax on capital gains not yel 25
realised
Other expeanditure | 26 -
Total expenditure | 29 35113 31242
| . ]
' Increase (decrease) in funds in financial year (19-29) 39| 39418 23449
| Internal linked fund brought forward 40 350148 | 326699
i_ Iniemal linked funds carried forward (38 + 48) ) 380566 | 350148
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ZEO32006:16:12:04 Form 46
Long term insurance business : Summary of new business
Name of insurer PEARL ASSURANCE (UNIT LINKED PENSIONS) LIMITED
Tolal business
Financial year ended 31st December 2005
LiInits £000
UK Life UK Overseas Total Total
Pension Financial Pravious
year year
1 2 3 4 5
' Number of new policyholders/schame
- members for direct insurance business
' Regular premium business ik = B
| Single premium business 12 j 456 456
Total 13 ' 456 456
Amount of new regular premiums = .
| Direct insurance business 21 118 118
External reinsurance 22
' Intra-group reinsurance 23
Total 24 118 118,
_Amount of new single premiums ]
. Direct insurance business 25 a375 8375
External reinsurance 26 |
' Intra-group reinsurance 27 '
Total 28 9375 8375
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ZB032006:16:12:04

Long term insurance business : Non-linked assets

Mame of insurer
Category of assets

Financial year endad

31st December 2005

Total long term insurance business assets

PEARL ASSURANCE (UNIT LINKED PENSIONS) LIMITED

Form 48

Units £000
Unadjusted| Economic = Expected | Yield | Returnon
assets Exposure | income before assets in
from assets adjustment | financial
in column 2 year
1 2 3 4 5
Assets backing non-profil liabilities and
non-profit capital requirement
Land and buildings 11
Approved fived interest securities 12 323 13
Other fixed interest securilies 13 160 5
| Variable interest securities 14
UK listad equity shares 15 60 26868 72
Non-UK listed equity shares 16 1570 23
Unlisted equity shares = 17
Other assats 18 50963 | 46293 1930
Total 18 51023 51023 2043
Assets backing with-profits liabilities - Sl
~ and with-profits capital requirement |
Land and buildings 21 | |
} Approved fixad interest securities 22 l |
Other fixed interest securities 23 | N
Variable interest securities 24 |
UK listed equity shares 25 | |
| Non-UK listed equity shares |28 [
| Unlisted equity shares 27
Other assets 28
| Total 29
|
Overall return on with-profits assats
Post investment costs but pre-tan 3

| Return allocated to non taxable ‘asset
| shares'

32

ek e
R B

| Return allocated to taxable 'asset shares'

33

P

L
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28032006:16:12:04 Form 50
Lonag term insurance business : Summary of mathematical reserves
Mame of insurar PEARL ASSURANCE (UNIT LINKED PENSIONS) LIMITED
Tolal business/subfund Total long term insurance business
Financial year ended 31st December 2005
Uinits £000
UK Life | UK Pension Total | Total
Financial Previous
Year Year
1 2 4 5 |
Gross i
Form 51 - with-profits 11 B
Form 51 - non-profit 12 47058 47058 42491
' Form 53 - linked 14 384457 384457 337984
Form 53 - non-linked 15 73522 73522 71907
_Form 54 - linked 16 _
Form 54 - non-linked 17 158 18 18
| Total 18 | 505195 505195 452534
|
Reinsurance - external |
Farm 51 - with-profits 21 | =S
Form 51 - non-profit 22|
Form 52 23 N .
 Form 53 - linked 24 )
Form 53 - non-linked 25 |
Farm 54 - linked 26 |
Form 54 - non-linked 27 ..
Total 28
Reinsurance - intra-group a =i
Form 51 - with-profits 31
Form 51 - non-profit 32 B 47058 47058 42491
 Form 52 33
Form 53 - linked 34
Form 63 - non-linkad 35 34794 34704 33085
Form 54 - linked 36
' Form 54 - non-linked 37 158 158 152
Total 38 82010; 82010 75708
Net of reinsurance
Form 51 - with-profits a1
Form 51 - non-profit 42
Form 52 43
Form 53 - linked 44 | 384457 384457 337084
Form 53 - non-linked 45 38728 38728 38842
Form 54 - linked 46
| Form 54 - non-linked 47
| Total 48 423185 423185 376826
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ZB032006:16:12:04 Form 58
Long term insurance business : distribution of surplus
Name of insurer PEARL ASSURANCE (UNIT LINKED PENSIONS) LIMITED
Total business/subfund  Total long term insurance business
Financial year ended  31st December 2005
Units £000
- Financial year Pravious year |
1 2
Valuation mx_liit
Fund carried forward 11 423185 385246
Honus payments in anticipation of a surplus 12 |
Transfer to non-technical account 13 14978 |
Transfer to other fundsiparts of funds 14 !
Subtotal (11 to 14) 15 438163 385246
Mathematical reserves 21 42313& 3r6e26
Surplus including contingency and other resarves held 29 14978 8420
| towards the solvency margin (deficiency) (15-21)
Gomposition of Surplus
| Balance braught forward 3 8420 4156
Tranifm' from non-technical account 32
Transtar from other funds/parts of funds i3 —=—|=
Surplus arlsing since the last valuation 34 1.’::5"53 4264
Total 39 14578 8420
Distribution of Surplus i
Bonus paid In anticipation of a surplus 41
Cash bonuses 42
Reversionary bonuses 43
Othorbonuses bl
Premium reductions 45
Total allocated to policyholders (41 1o 45) 46
Net transfer out of fund/part of fund 47 14978
Total distributed surplus (46+47) - 48 14878 |
Surplus carmed forward 49 B & 8420 |
Total (48+43) a8 14878 8420
Parcentage of distributed surplus allocated to
policyholders
Current year G1 B
Curm_n_'ul year - 1 62
Current year - 2 - 63
Current year - 3 G4




2B032006:16:12:04 Form 60
Long term insurance capital requirement
Mame of insurer PEARL ASSURANCE (UNIT LINKED PENSIONS) LIMITED
Global business
Financial year ended 31st December 2005
Units E£000
| Lner Gross Net Rainsurance LTICR LTIER
factor resarves / reserves factor Financial Previous
capital at capiial at year year
risk rish _L
! 1 2 3 4 | 5 8
| Insurance death risk capital component | -
| Classes |, Il and IX 11 0.1% |
;1-::|mas I, 1l and IX 1210.15% |
| Classes |, |l and IX 13| 0.3%
Classes I, V11 and Vi 14 | 0.3% 12483 12483 1.00 ar 32
Total 15| 12483 2 37 3z
Insurance health risk capital component B
Class IV and supplementary ?ﬁfyg
classes 1 and 2 e
Insurance expense risk capital component
Classes I, Il and IX 3] 1% i 47216 0.85 401 362
Classes IIl, VIl and VIII | .
(investment risk) 1Az 1% . 73523 38729 0.85 625 447
Classes Il, VIl and VIl
(expenses fixad 5 yrs +) 33 1% 112371 112371 1.00 1124 1402
Classes III, VIl and VII| -
(other) 34| 25% | 306 460
Class IV 35| 1%
Class V 36| 1%
Class V1 37| 1%
Total ... 2456 2671
Insurance market risk capital componant
Classes |, Il and IX 41| 3% | 47216 0.85 1204 1086
Classes lll, V1l and VIl
| (investment risk) 42| 3% 73523 3ar28 0.85 1875 1340
[ Py =
i g dipl 43| 0% 112371 112371 Maﬁi%wﬁ%*
S
Classes IIl, Vil and VIl 272085 oraoesbi
(other) mad i L
Class IV | 45| 3%
Class V 46 | 0% i
Class VI | 47| 3%
Total [4af 505195 ames| 0TS o
Long term insurance L o]
capital requirement Ly 5572 5120




Returns under the Accounts and Statements Rules

Supplementary Notes

PEARL ASSURANCE (UNIT LINKED PENSIONS) LIMITED

Global Business

Financial year ended 31st December 2005

Appendix 9.1
*0301* Reconciliation of net admissible assets to total capital rescurces after
deductions
2005 2004
£'000 E'000
Net admissible assels:
Form 13 line 89 (ather than long term business) 43817 32,166
Form 13 line 89 (long term business) 435,480 403,133
Less Form 14 lines 11, 12 and 49 (435,480) (394 713)
Less Form 15 line 69 (638) (375)
Total capital resources after deductions 43179 40,211

*1305* Counterparty limits

1A

*1306*

312

(a)

(b)

(c)

The principal investments of the insurer are holdings in authorised collective
schemes and deposits. The investment guidelines operated by the insurer limit
exposure to any one approved counterparty in respect of deposits to 20% of the
business amount (10% of the business amount in respect of exposure ather than
short lerm deposits).

The investment guidelines permit exposure to counterparties that are not approved
counterparties subject 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 noan-approved counterparty to 5% of the business
amount. The loan to Pearl Assurance plc referred to in 1306 & 1312 has been
approved by the directors,

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 exceeded 5% of the sum of the base capital resources
requireament and the long-lerm insurance liabilities, excluding property linked benefits
and net of reinsurance ceded. The insurer provided a £13 million (2004: £13 million)
loan to its parent undertaking, Pear| Assurance ple. Nine of the remaining cases,
whare the total amount of the exposure was £35 million were deposits held with
approved credit institutions. In the one remaining case the exposure was £39 million,
the assets held which gave rise to the exposure were holdings in authorised collective
investment schemes.
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Returns under the Accounts and Statements Rules

Supplementary Notes

PEARL ASSURANCE (UNIT LINKED PENSIONS) LIMITED

Global Business

Financial year ended 31st December 2005

Appendix 9.1 (continued)

*1401* Provision for reasonably foreseeable adverse variations

*1501*

*1402*

*{502*

" e03”

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

Liabilities

(&)
(b)

(c)

(d)

(e)
(f)

There are no charges over assels,

There is no potential liability to taxation on capital gains if the insurer disposed of
its assels,

In common with other life companies in the United Kingdom which have written
pension transfer and opt out business, the insurer has set up provisions for the
review and possible redress relating to personal pension policies. These
provisions, which have been calculated using data derived from detailed file
reviews of specific cases and from a statistical review of other outstanding cases,
ara included in the mathematical reserves.

The Personal Investment Authority (PIA) issued guidelines in 1995 on the analysis
of cases by priority and the method of calculation of compensation, The provision
for possible redress included in the mathematical reserves for Phase 1 s £19.7
million (2004: £18.4 million). The provision for possible redress included in the
mathematical reserves for Phase 2 cases is £0.3 million (2004: £0.1 million).

The above cost of the provision has fallen on shareholders so other policyholders’
benefits have not been affected in any way.

The insurer has no guarantees, indemnities or other contractual commitments
effected other than in the ordinary course of its insurance business in respect of
related companies.

The insurer has no other contingent liabilities.

In the apinion of the directars, there are no other fundamental unceriainties
affecting the financial position of the insurer,

Other income and charges

Charges have been incurred during 2005 in respect of consultancy services.
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Returns under the Accounts and Statements Rules

Supplementary Notes

PEARL ASSURANCE (UNIT LINKED PENSIONS) LIMITED

Global Business

Financial year ended 31st December 2005

Appendix 9.1 (continued)

*1700* 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 Relurn,
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Returns under the Accounts and Statements Rules

Supplementary Notes

PEARL ASSURANCE (UNIT LINKED PENSIONS) LIMITED

Global Business

Financial year ended 31st December 2005

Appendix 9.3

*4008*

*4009*

tm1i

4404

“45'“3*

*4800"

Provision of management services

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

year,

Material connected-party transactions

Throughout the financial year the insurer has provided a £13 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 invesiments are stated at the middie market value
- short term deposits are included at cost
- other investments are shown al directors’ estimates of market value

Surplus units

The surplus unils on Form 44 Line 32 are being held until various minor policy data
Issues are resolved.

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.

Analysis of admissible fixed interest and variable interest securities

As there are no fixed interest securities or variable interest and variable yield securilies
in Form 48 requiring analysis, Form 49 has not been included within the retumn
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Returns under the Accounts and Statements Rules

Statement of additional information on derivative contracts required by rule 9.29
PEARL ASSURANCE (UNIT LINKED PENSIONS) LIMITED

Global Business

Financial year ended 31st December 2005

It is the insurer's policy not lo enter inlo derivative conlracts and it has nol done so during the

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

38



Returns under the Accounts and Statements Rules

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

Global Business

Financial year ended 31st December 2005

The persons who, to the knowledge of the Company, were confrollers 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, Marc Jonas, TDR Capital LLP and
TDR Capital Mominees 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 31st December 2005, Pear| Assurance plc owned 100% of the issued share capital of
Pearl Assurance (Unit Linked Pensions) Limited and was able to exercise 100% of the voting
power at any general meeting.

2. Pearl Group Limited

As at 31st December 2005, Pearl Group Limited owned 100% of the ‘A’ and 'B' ordinary
shares of Pearl Assurance plc, a company of which Pearl Assurance (Unit Linked Pensions)
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 Decamber 2005, Sun Capital Investments Limited owned 50% of the ordinary
sharas of Pearl Group Limited, a company of which Pearl Assurance (Unit Linked Pensions)
Limited is a subsidiary undertaking, and was able to exercise 50% of the voting power at any
general meeting.

4, Hera Investments One Limited

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

5. Xercise Limited

As at 31st December 2005, Sun Capital Investments Limited, which is an associate 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
Limiled, a company of which Pearl Assurance (Unit Linked Pensions) Limited is a subsidiary
undertaking, and was able to exercise 50% of the voting power at any general meeting,

38



Returns under the Accounts and Statements Rules

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

Global Business

Financial year ended 31st December 2005

{continued)

6. Jambright Limited

As at 31st December 2005, Hera Investments One Limited 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 Linked Pensions) Limited is a subsidiary
undertaking, and was able to exercise 50% of the voling power at any general meating.

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

As al 31" December 2005, Hugh Osmond, Alan Mcintosh and Matthew Allen, together with
Edward Spencer-Churchill and Marc Jonas, who were associates of Hugh Osmond and Alan
Melntash within the meaning of section 422 of the Financial Services and Markets Act 2000 by
virtue of baing partners, jointly owned 67.7% of the ordinary shares of Xercise Limited and
were able to exercise 67.7% of the voting power at any general meeting. Sun Capital
Investments Limited is a subsidiary undertaking of Xercise Limited and owns 50% of the
ordinary shares of Pearl Group Limited, a company of which Pearl Assurance (Unit Linked
Pansions) Limited is a subsidiary undertaking, and was able to exercise 50% of the voling
power at any general meeting,

8. TDR Capital Nominees Limited

As at 31" December 2005, TDR Capital Nominees Limited acted as nominee for the TDR
funds, which own 89.8% of the ordinary shares of Jambright Limited and were able to exercise
B9 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 cary no voting rights. Hera Investiments
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 Linked Pensions)
Limited is a subsidiary undertaking, and was able to exercise 50% of the voling 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 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 (Unit Linked Pensions) Limited is a subsidiary
undertaking, and was able to exercise 50% of the voting power at any general meeting.
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Pearl Assurance (Unit Linked Pensions) Limited
Appendix 9.4

Abstract of Valuation Report

Introduction

1. (1)

(2)

(3)

The date to which the investigation relates is 31® December 2005.

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

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

Product range

2.

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

Discretionary charges and benefits

3. (1)
(2)
(3)
(4)

(5)
(6)

(7)

There are no such policies.
There are no such policies.
There are no such policies.

Service charges on those linked policies thal have variable charges were increased
in 2005, in line with changes in National Average Earnings, an increase of 3.2%.

There are no benefit charges on linked business.

During the financial year unit management charges on linked business remained
unchanged.

(a)  Units are of two types — capital and accumulation. The following method is
applied to both 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 cancellation of unils and that the interests of unit-holders not
taking part in a unit ransaction are unaffected by that 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” is the base price rounded to the lower tenth of a panny.

The asset values of the internal linked funds are calculated on a "hid" basis
as the expected cash flows are negative for all asset categories. The
valuation includes the income since tha last valuation.

The assels of the internal linked funds are valued at noon on each working
day. If markets move significantly betwean noon and 4 pm, allowance for this
market movement is made

(b}  The same pricing basis applies to all policies.
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(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.

(8) Al the business in the internal linked Tunds is Pension business, so there are no
allowances for lax,

(9) See(B)above.

(10) The allowances made to the insurer on the helding of such units are nol significant.
The extent to which the policyholder benefits from them is such that the charges
made to the policyhelder are no greater than if the underlying investments were
directly held,

Valuation basis (other than for special reserves)

4. (1) Mathematical reserves have been determined by valuing the units allocated to
palicies and adding a non-unit reserve for morlality and expenses.

The non-unit reserve is obtained on a discounted cashflow methad. The amount of
the non-unit reserve is the net present value of any yearly deficiencies of income
over autgo less yearly surpluses of income over outgo, making no allowance for
surrender/lapse bul 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 sets out the rates of interest used:

Product Group 2005 2004 Product Code
Immediate Annuities 4.12% 4.59% 400
Linked Business 3.70% 4.00% 725
Immediate Annuities — Index Linked 4.03% 4.59% 905

(3)  Yields on other fixed interest or variable yield wera reduced to allow for the risk of
default whilst retaining the margin over gilt yields in respect of reduced liquidity of
corporate bonds. The level of the reduction was assessed by reference to the term
and credit ratings of the assets.

(4) The following table sets out the mortality bases used:

Product Code 2005 2004
Male Female Male Female
400 95% RMva2 BZ2.5% RFVEZ2  95% RMVS2 B87.5% RFvaz2
U2005 U2005 L2004 L2004
projected"” projected'"” projected'"’ projected"”
725 65% AME0 65% AF80 G65% AMBO 65% AF80
905 95% RMVE2 B2.5% RFV92  95% RMV92  §7.5% RFVO2
u2005 L2005 L2004 2004
projected'!! projected” projected'"’ projected"”
Nole:

(1) Projected mortality rates use CMIR17 improvement factors.



(5)
(8)

(7)
(8)

()

There are no products that use a merbidity basis.

Per policy expenses, investment management fees, and gross unit growth rates
before management charges were:

Per Policy Investment Gross Unit
Expense Management Growth Rate
rradacyuode (£) (% Fund) (% p.a.)
2005 2004 2005 2004 2005 2004
400 4420 4110 040% 0.09%, Nia Nia
725 3390 3160 039% 039% 5.0% 5.5%
905 4420 4110 010% 0.09% Nia MNia

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;

» aresarve of £3.5 million is held against future project costs,

« areserve of £0.8 million is held for the additional payments due to Pearl Group
Services Limited over 2006 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.).

Inflation of service charges was 4.00% p.a. (2004: 4.00% p.a.)

Thera is no with profit business.

Other material basis assumptions:

Tax Rates

There is no tax on investment income or unit growth and no relief for tax applied to
expenses.

Surrender/Lapse/Early Retirement Rates
No allowance is made for surrender, lapse, or early retirement,

Paid Up Rates

Product Code 2005 2004
400 N/a N/a i
725 159%, 18%, 22.5% 15%, 18%, 22.5%
905 MNia Nia

The paid up rates for Product Code 725 are different for different sub-products.
Retirement Age

A retirement age of 75 years is assumed for any policy without a specified maturity
date,

Mo derivative contracts are held.

43



5. (1) (a) The guaranteed annuity option reserve is calculated by valuing a portfolio of

(b)

swaptions whose payoffs replicate the excess of the guarantead annuity
payments over the expected annuity paymenis from the contracts that have this
aplion,

The expected annuity rate takes into account the annuity pricing basis and
choices of retirement age, lax free cash percentages, escalation rate and
guarantee period; it is also calculated using Interest rates derived from a properly
calibrated model of future risk free vields from the gills market,

The valuation is calculated at individual policy level and allows for the take up
rate of the guarantee and the terms of the quarantes.

The reserve for the annuity rate guarantee reinsured into Pearl Assurance plc has
been determined in accordance with the basis set out below:

Asﬁdmpﬁuﬁ 2005 -
Take up Rate 100%
Rate of interest BoE gilts spot curve, capped al 4.1%
Mortality in payment 95% RMV92 projected'”
82.5% RFV92 projected'”
Expected annuity 0 years 40%
guarantee periods 5 years 20%
10 years 40%
Tax free lump sum 10% decreasing at 0.25% p.a. to 5% after 20 years
_Retirement Rates See below
Note:

(1) Projected mortality rates use CMIR17 improvement factors.
Retirement Rates

The following proportions of policyholders retiring at each possible retirement age
have been assumed:

Age Attained 2005 2004

G0 20%
61 3%
62 3%
63 3%
64 3%
65 50%
66 10%
67 2% 100% "
68 2%
59 2%
70 10%
71 5%
72 2%
73 2%
74 2%

75 100%

Mote:

(1) Or current age, if older



Details of the products concerned are summarised below:

Product Names Retirament Bonds, Retirement Plans

Product Code 725

Basic Reserve £81.3 million

Spread of outstanding durations Gradual run-off, mean lerm of 13 years

Guaraniee Reserve £34.8 million

GAR (% of fund for 65 year oid male) 10%

Increments Allowed? Mo

Form of Annuity Single life, monthly in advance, leveal
annuity, 0, 5 or 10 year guaranlee period

Retirernent Ages B80-75

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

(4) A reserve has been made for guaranteeing benefits in respect of certain Personal
Pension policyholders where failure to adhere to the best advice rules may have
occurred.

The following method is used o determine the reserve:

(a) For cases that have been given a guarantee: on a case by casae basis using
the actual infarmation avallable to calculate or estimate the liability period,
current salary, policy value offsets and thus calculate the overall liability, All
the calculations assume a model pension scheme benefit rather than the
actual scheme benefits of the fund of which the policyholder was or could
have been a member,

(b} For other cases which have not been given a guarantee, or where the
guarantee has been satisfied bul where the internal accounting on the case is
not yet finally complete: by allocating a notional setflement cost as necessary
to each case on the basis of a potential liability period, or if this is unknown,
an appropriate average liability pariod. The notional settlement cost per year
of liability period is appropriately determined from recent settlement statistics.

This reserve has been determined in accordance with the basis set oul below:

_Assumption 2005

Rate of interest 0.15% p.a.
Rate of salary inflation

(Including an allowance for salary 2% p.a.
progression)

Effective rale of revaluation for 1% p.a.
transfer in deferment

Net rale of interest for pensions in -0.95% p.a.
payment

Maortality in deferment 55% AM/AFEO ultimate
Mortality in payment 95% RMVC2025

82.5% RFVC2025

Percentage assumed married 100%
Leaving service assumption Nil
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The cost of this reserve is shared equally with Pearl Assurance plc.

The amount of business involved had a basic reserve of £115 million with
additional reserves of £20.9 million. This amount includes an allowance for future
expenses and policies where the compensation process is yet to be completed.

Expense Reserves

6. (1)

(2)
(3)

(4)

(3)

The aggregate amounts of expense loadings 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 £5.0 millian.

All pravisions for future expenses have been made using explicit methods.

The amount of maintenance expenses is not significantly differant from the
maintenance expenses shown al line 14 of Form 43,

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

Mo maintenance expense overrun reserve is held.

The per policy expense assumptions used allow for the payments expected to 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. These per
policy expense assumplions 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 parly to implement the
outsource of processing and administration work which gives cartainty over the
majority of the cost base into the future, especially in relation to economies of scale
and fixed costs.

As Pearl Assurance (Unit Linked Pensions) Limited is closed to new business,
other than for increments and internal commencements, no reserve is held for
discontinuance costs, or the valuation strain or expense overrun from the writing of
new business.

Mismatching reserves

7. (1)
()
(3)

All the liabilities and assets are denominated in sterling.
Mot applicable.

Mot applicable.

46



(4)

(7)

The more onerous scenario under PRU rule 4.2 16R 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 percantage fall in the market value of equities which would produce
an eamnings yield on the FTSE Actuaries All Share Index equal lo
4/3rds of the long-term gilt yield; and

{b) a fall in the market value of equities of 255% less the equity market
adjustment ratio;

This resulted in a fall of 10% in asset 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 astate.

(iii) A fall in yields on all fixed interest securities by a parcentage point amount
equal to 20% of the long-term gilt yisld,

This resulted in a rise of 7.5% in asset values.
No assaets were deemed held in a significant territory.

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

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

{c) Under this scenario, the value of the assets allocated to match these
liabilities did not change

Mo additional reserve is held.

Other special reserves

(8)

There are no other special reserves.
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Reinsurance
9. (1) Mo reinsurance has been ceded on a facullative basis.

(2} (a) - (k) The treaty reinsurances in force at the valuation date are summarised below,

Reinsurer  Nature and  Premium Amount Closedto Amountof Mathematical Retention

extent of deposited new any un- Reservas by the
the cover hack business  discharged coded insurer
£m Em £y abligation Em
Paarl Immediate
Assurance Annuities in
ple paymentand g4 5 ENil No E£NIil £82.0 ENil
Guarantead
Annuity
Ratas

(1) Pearl Assurance plc is authorised to carry on insurance business in the United
Kingdom,.

(m) Pearl Assurance (Unit Linked Pensions) Limited is a wholly owned subsidiary of
Pearl Assurance plc, which is part of the Pearl Group of companies.

(n) The treaty is nat subject to any material contingencies such as credit or legal risk.

(o) Mo reinsurance commission is payable,

{p) The treaty is not a “financing arrangement”.

Reversionary (or annual) bonus

10.  There is no with profit business.
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Returns under the Accounts and Statements Rules

Certificate required by rule 9.34

Pearl Assurance (Unit Linked Pensions) Limited

Global Business

Financial year ended 31st December 2005

We certify that: -

(F (a)

(b)

(b)

(c)

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:

{1 throughout the financial year in question, the insurer has complied in all
material respects with the requirements in SYSC and PRIN as well as the
provisions of IPRU{INS) and PRU; and

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

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

the sum of the mathematical reserves and the deposits received from reinsurers as
shown in Form 14, conslilule 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 invesligation
as at thal date into 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 Lhe
actuarial function In accordance with SUP 4.3.13R.

J 5 Moss G S Felston

Managing Director Director Director

Date: 31st March 2006
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Raturne nndar tha Arcrnunte and Statamants Rulac
Independent auditors’ I‘B‘.Pﬂl't to the directors pursuant to rule 9.35

PEARL ASSURANCE (UNIT LINKED PENSIONS) LIMITED
Global business

Financial year ended 31st December 2005

We have examined the following documents prepared by the insurer pursuant to the
Accounis and Slatements Rules sel oul in Chapler 9 of the Inlerim 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, 13 to 16, 40 to 45, 48, 58 and 60 (including the supplementary notes)
("the Forms");

« the statement required by 9.29 ("the statement™); and
= the valuation report required by rule 8.31(a) ("the valuation report”™).

We are not required to examine and do not express an opinion on the following:
+ Forms 46, 47, 50, 51 and 53 to 55 (including the supplementary notes);
+ the statement required by rules 9.30; and

« the certificate signed in accordance with rule 9.34;

This report is made solely to the insurer's directors, in accordance with rule 9.35 of the
Accounts and Statements Rules. Our examination has been undertaken so that we might
state to the insurer's directors those matters we are required by the Rules to state to them in
an auditors’ report and for no other purpose. To the fullest extent permitted by law, we do not
accept or assume responsibility to anyone other than the insurer for 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
staternent 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 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 repert meet these requirements and to report our epinion to you. We also
report to you if, in our opinion, the insurer has not kept proper accounting records or if we
have not received all the information 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 LINKED PENSIONS) 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 auditors of insurers in the
Uinited Kingdom” issued by the Auditing Practices Board. Our work included examination, on
a test basis, of avidence relevant to the amounts and disclosures in the Forms, the statement
and the valuation report. The evidence included that previously oblained 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 stalement 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 wilh sufficient evidence to give
reasonable assurance that the Forms, the statement and the valuation report are free from
material misstatemenl, whether caused by fraud or other irregularity or error, and comply with
rule 9.11.

In accordance with rule 8.35(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 to advice from a suitably qualified 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 out in the valuation report appropriately reflect the
requirements of PRU 7.3.

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

Date: 31st March 2006
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