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Form 1
Statement of solvency - general insurance business
Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Adjusted solo solvency calculation Company 6L
registration UK/ day month year Units
number CM
R1 1419 GL 31| 12 | 2005 £000
As at end of As at end of
this financial the previous
year year
1 2
Capital resources
Capital resources arising outside the long-term insurance fund 11 960057 482260
Capital resources allocated towards long-term insurance business arising
outside the long-term insurance fund 12 945057 467260
Capital resources available to cover general insurance business capital
resources requirement (11-12) 13 15000 15000
Guarantee fund
Guarantee fund requirement 21 2030 1326
Excqss {deficiency) of available capital resources to cover guarantee fund 22 12670 13674
requirement
Minimum capital requirement (MCR)
General insurance capital requirernent 31 3224 3978
Base capital resources requirement 33 2030 2087
Individual minimum capital requirernent 34 3224 3978
Capital requirements of regulated related undertakings 35
Minimum capital requirement (34+35) 36 3224 3978
Excess (deficiency) of available capital resources to cover 50% of MCR 37 13388 13011
Excess (deficiency) of available capital resources to cover 75% of MCR 3B 12582 12017
Capital resources requirement (CRR)
Capital resources requirement 41 3224 3978
Excess {deficiency) of available capital resources to cover general
insurance business CRR {13-41) 42 1776 11022
Contingent liabilities
Quantifiable contingent liabilittes in respect of other than long-term 51

insurance business as shown in a supplementary note to Form 15
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Covering Sheet to Form 1

Name of insurer PEARL ASSURANCE PLC

Global business

Financial year ended 31 December 2005

| W Laughlin

J S Moss

W R Treen

Date

Form 1

Managing Director

Director

Director
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Form 2
Statement of solvency - [ong-term insurance business
Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Adjusted solo solvency calculation Company Gu
registration UK day month year Units
number CM
R2 1419 GL 31 12 | 2005 £000
As at end of As atend of
this financial the previous
year year
1 2
Capital resources
Capital resources arising within the long-term insurance fund 11 1257226 1055722
Capilal resources allocated towards long-term insurance business arising
outside the long-term insurance fund 12 945057 467260
Capital resources available to cover long-term insurance business capital
resources requirement (11+12) 13 2202283 1522952
Guarantee fund
Guarantee fund requirement 21 439918 451137
Excess (deficiency) of available capital resources to cover guarantee fund
requirement 22 1762365 1071845
Minimum capital requirement (MCR)
Long-term insurance capital requirernent 31 514978 539634
Resilience capital requirement 32 352457 162177
Base capital resources requirement 33 2030 2087
Individual minimum capital requiremnent 34 867435 701811
Capital requirements of regulated related undertakings 35 295897 291217
Minimum capital requirement (34+35) 36 1163332 993028
Excess (deficiency) of available capital resources io cover 50% of MCR 37 1497677 1026469
Excess (deficiency) of available capitat resources to cover 75% of MCR k] 1329784 778212
Enhanced capital requirement
With-profits insurance capital component 39 450737 48408
Enhanced capital requirement 40 1614069 1041436
Capital resources requirement (CRR)
Capital resources requirement (greater of 36 and 40) 41 1614069 1041436
Excess {(deficiency) of available capital resources to cover long-term
insurance business CRR (13-41) 42 588214 481545
Contingent liabilities
Quantifiable conlingent liabilities in respect of long-term insurance business 51

as shown in a supplementary note to Form 14

—_—

——
T

—
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Form 3
{(Sheet 1)
Components of capital resources
Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Company GL/
registration UK/ day month year Units
number CM
R3 1419 GL k| 12 2005 £000
General Long-term Total as at Total as at
insurance insurance the end of the end of
business husiness this financial | the previous
year year
1 2 3 4
Core tier one capital
Permanent share capital 11 342109 342109 342109
Profit and loss account and other reserves 12 20264 913953 934217 838774
Share premium account 13 40716 40716 40716
Positive valuation differences 14 813528 813528
Fund for future appropriations 15 269335 T 269335 6801977
Core tter one capital in related undertakings 16 (166375) (166375} (193786)
" |Core tier one capital (sum of 11 to 18) 19 20264 2213266 2233530 1629790
Tier one waivers
Unpaid share capilal / unpaid initial funds and calls 21
for supplementary contributions
Implicit ltems 22
Tier one waivers in related undertakings 23
Total tier one waivers as restricted (21+22+23) 24
Other tier one capital
Perpetual non-cumulative preference shares as 25
restricted
Perpetual non-cumulative preference shares in 26
related undertakings
Innovative tier one capital as restricted 27
innovalive tier one capital in related undertakings 28
Total tier one capital before deductions
(19+24+25+26+27+28) 31 20264 2213266 2233530 1629790
Investments in own shares 32
Intangible assets a3
A_mounts_ deducted from technical provisions for 34 5264 5264 3045
discounting
Other negative valuation differences 35 68185
Deductions in related undertakings 36 133923 133923
Deductions from tier one (32 o 36) 37 5264 133923 139187 72130
Total tier one capital after deductions (31-37) 39 15000 2079343 2094343 1557660
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Form 3
(Sheet 2)
Components of capital resources
Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Company GL/
registration UK{ day month year Units
number CM
R3 1419 GL 3 12 2005 £000
General Long-term Tofal as at Total as at
insurance insurance the end of the end of
business business this financial | the previous
year year
1 2 3 4
Tier two capital
Implicit items, (tier two waivers and amounis M
excluded from line 22}
Perpetual non-cumulative preference shares 42
excluded from line 25
Innovative tier one capital excluded from line 27 43
Tier two waivers, innovative tier one capital and
perpetual non-cumulative preference shares 44
treated as tier two capital (41 to 43)
Perpetual cumulative preferj;'noe shares 45
Perpetual subordinated deb,:t and securities 46
Upper tier two capital in related undertakings 47 120902 129902 129707
Upper tier two capital (44 to 47) 49 129902 129902 129707
Fixed term preference shares 5
Other tier two instruments 52
Lower tier two capital in related undertakings 53 60489 60489
Lower tier two capital (51452+53) 59 60489 60489
Total tier two capital before restrictions (49+59) 61 190391 190391 129707
Excess tier two capital 62
Further excess lower tier two capital 63
Total tier two capital after restrictions, hefore
i 707
deductions (61-62-63) €9 190291 190391 12970
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' Form 3

(Sheet 3)
Components of capital resources
\ Name of insurer PEARL ASSURANCE PLC
K Global business
Financial year ended 31 December 2005
[ | Company Gl
i registration UK/ day month year Units.
| number CM
: R3 1419 GL 3 12 2005 £000
i General Long-term Total as at Total as at
insurance insurance the end of the end of
business business this financial | the previous
year year
1 2 3 4
Total capital resources
' ' |Positive adjustments for reguiated non-insurance 7
i related undertakings
" | Total capital resources before deductions
. (39+69+71) 72 15000 2269734 2234734 1687367
] : Lr;zc:gssnble assets other than intangibles and own 73 3018 2018 70645
:«::;ts in excess of market risk and counterparty 74 64433 64433 69740
Deductions for related ancillary services 75
undertakings
Deductions for regulated non-insurance related 76
undertakings ]
' Deductions of ineligible surplus capital 77
Total capital resources after deductions
(72-73-74-75-76-77) 79 15000 2202283 2217283 1537982
Available capital resources for PRU tests
Avalllable capital resources for guarantee fund 81 15000 2902283 2917283 1537982
requirement
. Available capitai resources for 50% MCR
1 i onhemont 82 15000 2079343 2094343 1537982
: Avaijlable capital resources for 76% MCR
requirement 83 15000 2202283 2217283 1537982
I ‘ Financial engineering adjustments
‘ Inmplicit items 91
( Financial reinsurance - ceded 92
|
Financial reinsurance - accepted 93 22 22 22
’ : Outstanding conlingent loans 94
I Any other charges on fufure profits 95
Sum of financial engineering adjustments
‘ | (91+92-03+04+95) 96 (22) (22) 22)
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Form 11

Calculation of general insurance capital requirement - premiums amount and brought forward amount

Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005

General insurance business

Company GLU
registration 1],4] day month year Units
numbar CM

R11 1419 GL 31 12 | 2005 £000

This financial year

1

Previous year
2

Gross premiums writlen 1 25 51
Premiums laxes and levies (included in line 11) 12 3
Prerniums receivable net of taxes and levies (11-12) 13 25 48
Premiums for classes 11, 12 or 13 (included in line 13} 14

Premiums for “actuarial health insurance” (included in line 13) 15

Sub-total A (13 + 1/2 14 - 2/3 15) 16 25 48
Gross premiums earned 21 25 38
Premium taxes and levies (included in line 21) 22 2
Premiums eamed net of taxes and levies (21-22) 23 25 36
Premiumns for classes 11, 12 or 13 (included in line 23) 24

Premiums for "actuarial health insurance™ {included in line 23) 25

Sub-total H (23 +1/2 24 - 2/3 25) 26 25 36
Sub-total | (higher of sub-total A and sub-total H) 30 25 a8
Adjusted sub-total | if financial year is not a 12 month period to 31

produce an annual figure

Division of gross adjusted x0.18 3z 5 9
premiums amount sub-total | {or

adjusted sub-total | if appropriate) |Excess (if any) over 50M EURO x 0.02 | 33

Sub-total J (32-33) 34 5 9
Claims paid in period of 3 financial years 4 92290 125882
sl o unseniog e s | 4
e s enied | g
o cusardbg bt o ndowringear e |
Cor et besess socouied o | 45
Sub-total C (41+42+43-44-45) 46 9581 66559
ﬁrréc:ltl:)rj:(s)t;ﬁcgverable from reinsurers in respect of claims included a7 (54784 59380
Sub-total D (46-47) 48 64365 7179
?Set:'t:ftz;:?;ef:::-:otal C or, if more, 50% or, if less, 100%) 49 1.00 00
Premiums amount (Sub-total J x reinsurance ratio) S50 5 5
E[r?;iirs:?ur: ;crzlgglaims outstanding (before discounting and net 51 26966 -~
Brought forward amount (12.43.2 x 51.1 f 51.2 or, if less, 12.43.2) 52 3224 3619
Greater of lines 50 and 52 53 3224 3619

——
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Form 11

Calculation of Jong term insurance capital requirement - premiums amount and brought forward amount

Name of insurer PEARL ASSURANCE PLC
Glaobal business
Financial year ended 31 December 2005

Long term insurance business

Company Gu
registration urs day month year Units
numbar CM
R11 1419 GL 31 12 | 2005 £000
This financiat year Previous year
1 2
Gross premiums written 11 1982 2284
Premiums taxes and levies {included in line 11) 12
Premiums receivable net of taxes and levies (11-12) 13 1982 2284
Premiums for classes 11, 12 or 13 (included in line 13) 14
Premiums for "actuarial health insurance” (included in line 13) 15 1923 2204
Sub-total A (13 + 1/2 14 - 2/3 15) 16 700 815
Gross premiums earned 21 1993 2308
Premium taxes and levies (included in line 21} 22
Premiums eamed net of taxes and levies (21-22} 23 1993 2308
Premiums for classes 11, 12 ar 13 {included In line 23) 24
Premiums for "actuarial health insurance” {included in line 23) 25 1932 2219
Sub-total H (23 + 1/2 24 - 2/3 25} 26 705 829
Sub-total | (higher of sub-total A and sub-total H) 30 705 829
Adjusted sub-total | if financial year is not a 12 month period to 31
produce an annual figure
Division of gross adjusted x0.18 32 127 149
premiums amount sub-total | {or
adjusted sub-total | if appropriate} |Excess (if any) over 50M EURO x0.02 | 33
Sub-total J (32-33) 34 127 149
Claims paid in period of 3 financial years M1 1836 1470
. . i For insurance business accounted for
Claims outstanding carried an an underwriting year basis 42
forward at the end of the 3 For | T od T
year period or insurance business accounted for 43 2880 2511
on an accident year basis
. ) For insurance business accounted for
Claims outstandlng bfought on an underwriting year basis 44
forward at the beginning of For | i Py
the 3 year period or insurance business accounted for 45 2721 2107
on an accident year basis
Sub-total C (41+42+43-44-45) 46 1995 1874
Amounts recoverable from reinsurers in respect of claims included
in Sub-total C 47 1933 1856
Sub-total D {46-47) 48 62 16
Reinsurance Ratio
{Sub-total D fsub-iotal C or, if more, 50% or, if less, 100%) 49 050 050
Premiums amount (Sub-total J x reinsurance ratio) 50 63 75
Provision for claims outstanding (before discounting and nel 51
of reinsurance
Brought forward amount {(12.43.2 x 51.1/ 51.2 or, if less, 12.43.2) 52 93 93
Greater of lines 50 and 52 53 93 93




30032006:18:36:48

Form 12
Calculation of general insurance capital requirement - claims amount and result
Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
General insurance business
Company GLs
registration UKt day month year Unlis
number cM
R12 1419 GL 3| 12 | 2005 £000
This financial year Previous year
1 2
Reference period {No. of months) See PRU 7.2.63R " 36 36
Claims paid in reference period 21 92290 125882
. " For insurance business accounted for
Ea]?;zz ?;rt\s:taar;d;??he on an underwriting year basis 22 198096 201061
end of the reference . :
i For insurance business accounted for
period on an accident year basis z 37661 31994
. " For insurance business accounted for
Claims outstanding e - 24 248491 204815
brought forward at the on an underwriting year basis .
beginning of the . .
. For insurance business accounted for
reference period on an accident year basis 25 69975 87563
Claims incurred in reference period (21422+23-24-25) 26 9581 66559
Claims incurred for classes 11, 12 or 13 (included in 26) 27 {7367} 55360
Claims incurred for "actuarial health insurance” (included in 26) 28
Sub-total E (26 +1/2 27 - 2/3 28) 29 5897 94239
Sub-total F - Conversion of sub-total E to annual figure (multiply by 1 1966 31413
12 and divide by number of months in the reference period)
Division of sub-totai F x 0.26 32 511 8167
(gross adjusted claims
amount) Excess (if any) over 356M EURO x 0.03 33 212
Sub-total G (32-33) 39 511 7955
Claims amount  Sub-total G x reinsurance ratio (11.49) 41 511 3978
Higher of premiums amount and brought forward amount (11.53) 42 3224 3619
General insurance capital requirement {(higher of lines 41 and 42) 43 3224 3978

e,
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I Form 12
‘ Calculation of long term insurance capital requirement - claims amount and result
Name of insurer PEARL ASSURANCE PLC
{ Global business
Financial year ended 31 December 2005
I .
\ Long term insurance business
Company GLY
regisiration UKt . day month year Units
I ! number CM
R12 1419 GL M| 12 | 2005 £000
[ . This financial year Previous year
1 2
‘ Reference period {No. of months) See PRU 7.2.63R 11 36 36
. Claims paid in reference period 21 1836 1470
j | Claims oulstanding For insurance business accounled for 22
carried forward at the on an underwriting year basis
! end of the reference . .
X ) For insurance business accounted for
1—' period on an accident year basis 23 2880 2511
Claims outstanding For insurance business accounted for 24
i brought forward at the on an underwriting year basis
beginning of the . .
. For insurance business accounted for
reference period on an accident year basis 25 2721 2107
Claims incurred in reference period (21+22+23-24-25) 26 1995 1874
|
Claims incurred for classes 11, 12 or 13 (included in 26) 27
Claims incurred for "actuarial health insurance” (included in 26) 28 1933 1812
Sub-total E (26 +1/2 27 - 2/3 28) 29 706 666
Sub-total F - Conversion of sub-total E to annual figure (multiply by a1 235 299
" 12 and divide by number of months in the reference period)
Division of sub-total £ x0.26 32 61 58
‘ (gross adjusted claims
]I ! amount) Excess (if any) over 35M EURO x 0.03 3
Sub-total G (32-33) 39 61 58
g ‘I Claims amount Sub-total G x reinsurance ratio {11.49) 41 31 29
|
o Higher of premiums amount and brought forward amount (11.53) 42 a3 93
‘ i General insurance capital requirement (higher of lines 41 and 42) 43 93 93

l, 10
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Form 13
(Sheet 1)
Analysis of admissible assets
Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Category of assets Total other than long term insurance business assets
Company G Category
regisirallon UKf day month year Units of
number CM assets
R13 1419 GL 31 134 2005 £000 1

As at end of this
financial year

As at end of the
previous year

Land and buildings

1 1

Investments in group undertakings and participating
interests

. Shares 21 103161 92318
UK insurance dependants
Debts and loans 22
) Shares 23
Other insurance dependants
Debts and loans 24
. Shares 25 375321 366120
Non-insurance dependants
Debts and loans 26 76158 83471
. Shares 27
Other group undertakings
Debts and loans 28
. Shares 29
Participating interests
Debts and loans 30
Other financial investments
Equity shares a1 3 30596
Other shares and other variable yield securities 42
Holdings in collective investment schemes 43 4379 4511
Rights under derivative contracts a4
. . . Approved 45 55852 54832
Fixed interest securities
Other 46
. . » Approved 47
Variable interest securities
Other 48 45748
Participation in investment pools 49
Loans secured by mortgages 50
Loans to public or local authorities a2nd nationalised industries or 51
undertakings
Loans secured by policies of insurance issued by the company 52
Cther loans 53 31763
Bank and approved credit & One month or less withdrawal 54 93541 62575
financial institution deposits More than one month withdrawal | 55 180000 245000
Other financial investments 56
Deposits with ceding undertakings 57 53 276
Assets held to match linked Index linked 58
liabilities Property linked 59

11

R
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’ Form 13

{Sheet 2)
& Analysis of admissible assets
Name of insurer PEARIL. ASSURANCE PLC
l Global business
f Financial year ended 31 December 2005
Category of assets Total other than long term insurance business assets
( ‘ Company GU Category
reglstration UHKS day month year Units of
number CM assets
. R13 1419 GL 31| 12 200§ £000 1
} : As at end of this As at end of the
' financial year previous year
[ .1 : 2
‘ Reinsurers' share of technical provisions
L' Provision for unearned prerniums 60
L Claims outstanding 61 208792 199218
% Provision for unexpired risks 62
' Other 63
Debtors and 5alvage
. . ) Policyholders 71
Direct insurance business
Intermediaries 72
Salvage and subrogation recoveries 73
. Accepted 74 246
Reinsurance
Ceded 75
due in 12 months or less 76 921) 2
Dependants
due in more than 12 months 77
due in 12 months or less 78 26148 40248
| Other
: due in more than 12 months 79
Other assets
i | Tangible assets 80
Deposits npt gub.]ect to time restriction on withdrawal with 81 12516 8486
approved institutions
} ! Cash in hand 82
" Other assets {particulars to be specified by way of supplementary 83
| note)
( 5 Accrued interest and rent : 84 8635 4070
' Deferred acquisition costs (general business only) 85
l ! Other prepayments and accrued income 86 97 291
||
Deductions from the aggregate value of assets J 87 | J
i
‘ Grand total of admissible assets after deduction of market risk and
counterparty limits (11 to 86 less 87) 89 1221492 1192014

;



30032006:18:36:48

Form 13
(Sheet 3)
Analysis of admissible assets
Name of insurer PEARL ASSURANCE PLC
Giobal business
Financial year ended 31 December 2005
Category of assets Total other than long term insurance business assets
Company GL/ Category
registration UK/ day month year Units of
number CM assets
R13 1419 GL 31 12 200§ £000 1

As at end of this
financial year

As at end of the
previous year

1 2

Recongiliation to asset values determined in accordance
with the insurance accounts rules or interpational
accounting standards as applicable to the firm for the
purpose its external financial reporting
Total admissible assets after deduction of market risk and ;
counterparty limits {as per line 89 above) N 1221492 1192014
Assets in excess of market and counterparty limits 92 60612 64106
Capital resources requirement deduction of regulated related 93 295896 8132
undertakings 7
Ineligible surplus capital and restricted assets in regulated related
. . 94 108907
insurance undertakings
Inadmissible assets of regulated related insurance undertakings 95 1889
Book value of related ancillary services undertakings 96
Other differences in the valuation of assets (other than for assets

97 27
not valued above)
Deferred acquisition costs excluded from iine 89 98
Reinsurers’ share of technical provisions excluded from line 89 29
Other asset adjustments (may be negative) 100
Total assets determined in accordance with the insurance
accounts rules or international accounting standards as applicable 101 1589796
to the firm for the purpose of its external financial reporting (91 to
100}
Amounts included in line 89 atiributable to debts due from related
insurers, other than those under contracts of insurance or 102 80221 83544

reinsurance

13
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Form 13
{Sheet 1)
Analysis of admissible assets
Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Category of assets Total long term insurance business assets
Company GLs Category
registration UK/ day month year Unils of
number CM assets
R13 1419 GL 3 12 2008 £000 10
As at end of this As at end of the
financial year previous year
1 2
Land and buildings IEE 109579 131403
Investments in group undertakings and participating
interests
. Shares 21
UK insurance dependants
Debts and loans 22
. Shares 23
Other insurance dependants
Debts and loans 24
. Shares 25 6298 6292
Non-insurance dependants
Debts and loans 26 80000 119191
. Shares 27 138575 130121
Other group undertakings
Debts and loans 28 61081
S Shares 29
Participating interests
Debts and loans 30
Other financial investments
Equity shares 4 2307189 2048181
Other shares and other variahle vield securities 42
Holdings in collective investment schermnes 43 1424918 1091530
Rights under derivative contracts 44 181927 110749
o . Approved 45 6032081 6035420
Fixed interest securities
Other 46 26202568 2535367
. . " Approved a7 7626 2299
Variable interest securities
Other 43 575826 579748
Participation in investment pools 49
Loans secured by mortgages 50
Loans to public or local authorities and nationaiised industries or 51
undertakings
Loans secured by policies of insurance issued by the company 52 12392
Other loans 53 9038 12289
Bank and approved credit & One month or less withdrawal 54 10428 281539
financial institution deposits More than one month withdrawal { 55 41397 194811
Other financial investments 56
Deposits with ceding undertakings 57 42512 43142
Assets held to match linked Index linked 58 89805 88985
liabitities Property linked 59 35079 33317

14
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Form 13
{Sheet 2)
Analysis of admissible assets
Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Category of assets Total long term insurance business assets
Company GLf Category
" registration UK/ day month year Units of
number CM assets
R13 1419 GL 31 13 200# £000 10
As at end of this As at end of the
financial year previous year
1 2
Reinsurers' share of technical provisions
Provision for unearmned premiums 60
Claims outstanding 61
Provision for unexpired risks 62
Other 63
Debtors and salvage
. . ] Policyholders . 71 7520 7382
Direct insurance business
Intermediaries 72
Saivage and subrogation recoveries . 73
. Accepted T4 2
Reinsurance
Ceded 75
due in 12 months or less 76 23575 53809
Dependants
due in more than 12 months 77
due in 12 months or less 78 28671 109620
Other
due in more than 12 months 79
Other assets
Tangible assets 80
Deposits not subject to time restriction on withdrawal with
approved institutions 81 70913 109445
Cash in hand 82
Other assets (particulars to be specified by way of supplementary
note) 83
Accrued interest and rent 84 140906 134158
Deferred acquisition costs {general business only) 85
Other prepayments and accrued income 86 24745 42633
rDeductions from the aggregate value of assets | 87 | —I
Grand total of admissible assets after deduction of market risk and
counterparty limits {11 to 86 less 87) 89 14082351 13901431

15
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Form 13
{Sheet 3)
Analysis of admissible assets
Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Category of assets Total long term insurance business assets
Company GL/ Category
registration UK/ day menth year Units of
number CM assets
R13 1419 GL 31| 12 2003 £000 10
As at end of this As at end of the

financial year

previous 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 its external financial reporting
Total admlssn_)lg assets aﬂgr deduction of market risk and 91 1 4082;35 1 13901431
counterparty limits (as per line 89 above)
Assets in excess of market and counterparty limits 92 3821 5633
Capital resources requirernent deduction of regulated related 93 283085
undertakings
tneligible surplus capital and restricted assets in regulated related
. \ 94 136059
insurance undertakings -
Inadmissible assets of regulated related insurance undertakings a5
Book value of related ancillary services undertakings 96
Other differences in the valuation of assets {other than for assets 97 1130 608
not valued above)
Deferred acquisition costs exciuded from line 89 98
Reinsurers' share of technical provisions excluded from line 89 29 19653
Other asset adjustments (may be negative) 100
Total assets determined in accordance with the insurance
accounts rules or international accounting standards as applicable 101 14106955
to the firm for the purpose of its external financial reporting {91 to
100)
Amounts included in line 89 attributable to debts due from related
insurers, other than those under contracts of insurance or 102 146310 174925
reinsurance

16




30032006:18:36.48

Form 13
(Sheet 1)
Analysis of admissible assets
Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Category of assets 90:10
Company Gy Category
registration UK/ day month year Units of
number CM assets
R13 1419 GL 31 12 2005 £000 13
As at end of this As at end of the
financial year previous year
1 2
Land and buildings 11 109579 131403
Investmentis in group undertakings and participating
interests
. Shares 21
UK insurance dependants
Debts and loans 22
. Shares 23
Other insurance dependants
Debts and loans 24
i Shares 25 6298 6292
Non-insurance dependants
Debts and loans 26
. Shares 27 138575 130121
Other group undertakings
Debts and loans 28
e Shares 29
Parlicipating interests
Debts and loans 30
Other financial investments
Equity shares M 2307189 2048181
Other shares and other variable yield securities 42
Holdings in colleclive investment schemes 43 1375583 1078806
Rights under derivative conftracls 44 180914 110749
. i . Approved 45 4142288 4144445
Fixed interest securities
Other 46 1509330 1512748
i . . Approved a7 2572 2299
Variable interest securities
Other 48 530518 533731
Participation in investment pools 49
Loans secured by mortgages ab
Loans to public or local authoerities and nationalised industries or 51
undertakings
Loans secured by policies of insurance issued by the company 52 12392
Other loans 53 9038 12289
Bank and approved credit & One month or less withdrawal 54 8421 254249
financial institution deposits More than one month withdrawal | 55 36954 183889
Other financial investments 56
Deposits with ceding undertakings 57 42512 43142
Assets held to match linked index linked 58
liabilities Property linked 59 35079 33317

17




30032006:18:36:48

Form 13
{Sheet 2)
Analysis of admissible assets
Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Category of assets 90:10
Company GL/ Category
reglstration UK day month year Units of
number CM assels
R13 1419 GL 31 1 2005 £000 13
As at end of this As at end of the
financial year previous year
1 2
Reinsurers' share of technical provisions
Provision for unearned premiums 60
Claims outstanding 61
Provision for unexpired risks 62
Other 63
Debtors and salvage
. ) . Policyholders 71 7204 7101
Direct insurance business
Intermediaries 72
Salvage and subrogation recoveries 73
. Accepted 74 2
Reinsurance
Ceded 75
due in 12 months or less 76 34065 53809
Dependants
due in more than 12 months 77
due in 12 months or less 78 27771 67932
Other
due in moere than 12 months 79
Other assets
Tangible assels 80
Deposits npt §ubject to time restriction on withdrawal with 81 66346 102811
approved institutions
Cash in hand 82
Other assets (particulars to be specified by way of supplementary
83
note)
Acerued interest and rent 34 79503 80710
Deferred acquisition costs (general business only) 85
Other prepayments and accrued income 86 18169 35725
Deductions from the aggregate value of assets 87 I
Grand total of admissible assets after deduclion of market risk and
counterparty limits (11 to 86 less 87} 89 10680313 10573749
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Form 13
{Sheet 3)
Analysis of admissible assets
Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Category of assets 90:10
Company GL/ Category
registration UK/ day month year Units of
number CM assels
R13 1419 GL 31| 12 200§ £000 13

As at end of this
financial year

As at end of the
previous 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 its external financial reporting
Total admlss@]e_ assets aftgr deduction of market risk and 1 106863 13 10573749
counterparty limits {as per line 89 above)
Assets in excess of market and counterparty limits 92 225 146
Cépital resources requirement deduction of regulated related 93
undertakings
Ineligible surplus capital and restricted assets in regulated related 94
insurance undertakings
Inadmissible assets of regulated related insurance undertakings 95
Book value of related ancillary services undertakings 96
Other differences in the valuation of assets (other than for assets 97 747 608
not valued above)
Deferred acquisition costs excluded from line 89 98
Reinsurers’ share of technical provisions excluded from line 89 99
Other asset adjustments {may be negative) 100
Total assets determined in accordance with the insurance
accounts rules or international accounting standards as applicable 101
to the firm for the purpose of its external financial reporting (91 to
100}
Amounts included in line 89 attributable to debts due from related
insurers, other than those under contracts of insurance or 102 15720 35696

reinsurance
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Form 13
(Sheet 1)
Analysis of admissible assets
Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Category of assets 0:100 BLAGAB
Company GL! Calegory
registration UKs day month year Units of
number CM assets
R13 1419 GL 311 13 2005 £000 1
As at end of this As at end of the
financial year previous year
1 2
tand and buildings 1
Investments in group undertakings and participating
interests
] Shares 21
UK insurance dependants
Debts and loans 22
Shares 23
Other insurance dependants
Debts and loans 24
Shares 25
Non-insurance dependants :
Debts and loans 26 80000 119191
. Shares 27
Other group undertakings
Debts and loans 28 61081
L Shares 29
Participating interests
Debts and loans 30
Other financial investments -
Equity shares 41
Other shares and other variable yield securities 42
Holdings in collective investment schemes 43 44228 5336
Rights under derivative contracts 44
o Approved 45 78399 99583
Fixed interest securities
Other 46 16791 20985
) . . Approved 47
Variabie interest securities
Other 48
Participation in investment pools 49
Loans secured by mortgages 50
Loans to public or local authorities and nationalised industries or 51
undertakings
Loans secured by policies of insurance issued by the company 52
Other loans 53
Bank and approved credit & One month or less withdrawal 54 2007 10859
financial institution deposits More than one month withdrawal 55 2263 8400
Other finangial investments 56
Deposits wilh ceding undertakings 57
Assets held to match linked Index linked 58
liabilities Property linked 59
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Form 13
(Sheet 2}
Analysis of admissible assets
Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Category of assets 0:100 BLAGAB
Company [ci¥) Category
registration UK/ day month year Units of
number cM assets
R13 1419 GL 31 12 2005 £000 11
As at end of this As at end of the
financial year previous year
1 2
Reinsurers' share of technical provisions
Provision for unearned premiums 60
Claims outstanding 61
Provision for unexpired risks 62
Other 63
Debtors and salvage
) . o Policyholders 71
Direct insurance business
Intermediaries 72
Salvage and subrogation recoveries 73
. Accepted 74
Reinsurance
Ceded 75
due in 12 months or less 76 3592
Dependants
due in more than 12 months 77
due in 12 months or less 78 775 13697
Other
due in more than 12 months 79
Other assets
Tangible assets 80
Deposits r]ot §ubject to time restriction on withdrawal with a1 2263 2568
approved instifutions
Cash in hand 82
Other assets (particulars 10 be specified by way of supplementary 83
note)
Accrued interest and rent 84 . 7750 1805
Deferred acquisilion costs (general business only) a5
Other prepayments and accrued income 86 1421 1158
[Deductions from the aggregate value of assets 87 1
Grand total of admissible assets after deduction of market risk and 89 300570 2845652

counterparty limits (11 to 86 less 87)
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Form 13
{Sheet 3)
Analysis of admissible assets
Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Category of assets 0:100 BLAGAB
Company GL/ Category
registration UK/ day month year Units of
number CM assetls
R13 1419 GL K} 12 2005 £000 11
As at end of this As at end of the

financial year

previous year

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

Total admissible assets after deduction of market risk and

300570

reinsurance

counterparty limits (as per line 89 above) a 284682
Assets in excess of market and counterparty limits 92 35986 5487
Capital resources requirement deduction of regulated reiateq a3 283085
undertakings
Ineligible surplus capital and restricted assets in regulated related
. A 94 136059
insurance undertakings
Inadmissible assets of regulated related insurance underiakings 95
Book value of related ancillary services undertakings 96
Other differences in the valuation of assets (other than for assets
97 383
not valued above)
Deferred acquisition costs excluded from line 89 98
Reinsurers' share of technical provisions excluded from line 89 99
Other asset adjustments {may be negative} 100
Total assets determined in accordance with the insurance
accounts rules or international accounting standards as applicable 101
to the firm for the purpose of its external financial reporting (91 to
100)
Amounts included in line 89 attributable to debts due from related
insurers, other than those under contracts of insurance or 102 144672 139229

22




30032006:18.36:48

Form 13
{Sheet 1)
Analysis of admissible assets
Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Category of assets 0:100 PENSIONS
Company GLS Category
registration UK/ day monih year Units of
number CM assets
R13 1419 GL 31 14 2005 £000 12
As at end of this As at end of the

financial year

previous year

1 2
Land and bhuildings 11
Investments in group undertakings and participating
interests
. Shares 21
UK insurance dependants
Debts and loans 22
] 1 Shares 23
Other insurance dependants
Debts and loans 24
. Shares 25
Non-insurance dependants
Debts and loans 26
. Shares 27
Other group undertakings
Debts and loans 28
P Shares 29
Participating interests
Debts and loans 30
Other financial investments
Equity shares 41
Other shares and other variable yield securities 42
Holdings in collective investment schemes 43 5097 6388
Rights under derivative contracts 44 1013
, . . Approved 45 1811394 1791392
Fixed interest securities
Other 46 1094147 1001634
. . . Approved 47 5054
Variable interest securities
Other 48 45307 46017
Participation in investment pools 49
Loans secured by mortgages 50
Loans lo public or local authorities and nationalised industries or 51
undertakings
Loans secured by policies of insurance issued by the company 52
Other loans 53
Bank and approved cred|t & One month or less withdrawal 54 16431
financial institution deposits More than one month withdrawal | 55 2180 2622
Other financial investments 56
Deposits with ceding undertakings 57
Assets held to mateh linked Index linked 58 89805 88985
liabilities Property linked 59
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Form 13
(Sheet 2)
Analysis of admissible assets
Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Category of assets 0:100 PENSIONS
Company GU Category
reglstration UK/ day month year Units of
number CM assels
R13 1419 GL 31} 12 2005 £000 12
As at end of this As at end of the

financial year

previous year

Reinsurers’ share of technical provisions

Provision for unearned premiums 60
Claims outstanding 61
Provision for unexpired risks 62
Other 63
Debtors and salvage
. . . Policyholders 71 316 281
Direct insurance business
Intermediaries 72
Salvage and subrogation recoveries - 73
) Accepted 74
Reinsurance
Ceded 75
due in 12 months or less 76 {14082}
Dependants
due in more than 12 months 77
due in 12 months or less 78 125 27991
Other
due in more than 12 months 79
Other assets
Tangible assets 80
Deposils r?ot §ub_ject to time restriction on withdrawal with 81 2304 4066
approved institutions
Cash in hand 82
Other assels (particulars to be specified by way of supplementary
83
note)
Accrued interest and rent 84 53653 51543
Deferred acquisition costs {general business only) 85
Other prepayments and accrued income 86 5155 5750
Deductions from the aggregate value of assets 87
Grand total of admissible assets after deduction of market risk and 89 3101458 3043000

counterparty limits (11 to 86 less 87)
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Form 13
(Sheet 3}
Analysis of admissible assets
Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Category of assets 0:100 PENSIONS
Company GLf Category
registration UK/ day month year Units of
number CM assel_s
R13 1418 GL 31} 12 2008 £000 12
As at end of this As at end of the

financial year

previous 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 its external financial reporting
Total admlssﬂ.)Ie. assets aftt_ar deduction of market risk and 91 210 1 468 3043000
counterparty limits (as per line 89 above)
Assets in excess of market and counterparty limits 92
Capifal resources requirement deduction of regulated related 93
undertakings
Ineligible surplus capital and restricted assets in regulated related 94
insurance undertakings
Inadmissible assets of regulated related insurance undertakings. 95
Book value of related ancillary services undertakings 96
Other differences in the valuation of assets (other than for assets 97
not valued above)
Deferred acquisition costs excluded from line 89 98
Reinsurers’ share of technical provisions excluded from line 89 99
Other asset adjustments (may be negative) 100
Total assets determined in accerdance with the insurance
accounts rules or international accounting standards as applicable 101
fo the firm for the purpose of its external financial reporting (91 to
100)
Amounts included in line 89 attributable to debts due from related
insurers, other than those under contracts of insurance or 102 (14082}

reinsurance
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Form 14
Long term insurance business liabilities and margins
Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Total business/Sub fund 10 Summary
Units £000 As at end of As at end of
this financial the previous
year year
1 2
Mathematical reserves, after distribution of surpius 11 12357267 12808591
Cash bonuses which had not been paid to policyholders prior 12
to end of the financial year
Balance of surplus/{(valuation deficit} 13 274147 302502
Long term insurance business fund carried forward (11 to 13) 14 12631414 13112083
Gross 15 68470 55568
Claims outstanding Reinsurers' share 16
Net {15-16) 17 68470 55568
L Taxation 21 61443 31033
Provisions
Other risks and charges 22 23865 25219
Deposits received from reinsurers 23
Direct insurance business 31 765 2679
Creditors Reinsurance accepted 32 21902
Reinsurance ceded 33
Secured 34
Debenture loans
Unsecured - 35 95 95
Amounts owed to credit institutions 36
. Taxation 37 44121 70686
Creditors
Other 38 111486 137443
Accruals and deferred income 39 1789 1914
Provision for "reasonably foreseeable adverse variations" 41 5600
Total other insurance and non-insurance liabilities (17 1o 41) 49 333936 330237
Excess of the value of net admissible assets 51 1117001 459101
Total liabilities and margins 59 14082351 13901431
Amounts included in line 59 attributable to liabilities to related companies, 61 10928 42026
other than those under contracts of insurance or reinsurance
Amounts included in line 59 attributable to liabilities in respect of property
linked benefits 62 33079 33317
Total liabilities {11+12+49) 71 12691203 13139828
Increase to liabilities - DAC related 72 ‘
Reinsurers' share of technical provisions 73 19663
Other adjustments to liabilities {(may be negative) 74 813528
Capital and reserves and fund for future appropriations 75 1003808
Total lighilities under insurance accounts rules or international accounting
standards as applicable to the firm for the purpose its external financial 76 14528190

reporting (71 to 75)

26




30032006.18:36:48

Form 14
Long term insurance business liabilities and margins
Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Total business/Sub fund 21 90:10
Units £000 As at end of As at end of
this financial the previous
year year
1 2
Mathematical reserves, after distribution of surplus " 9179436 9735108
Cash bonuses which had not been paid to policyholders prior 12
to end of the financial year
Balance of surplus/{valuation deficit) 13 79000 99000
Long term insurance business fund carried forward (11 to 13) 14 9258486 9834108
Gross 15 63542 51038
Claims outstanding Reinsurers’ share 16
Net (15-16) 17 63542 51038
. Taxation 21 61443 31033
Provisions
Other risks and charges 22 23865 25219
Deposits received from reinsurers 23
Direct insurance business 31 758 2672
Creditors Reinsurance accepted 3z 21902
Reinsurance ceded 3
Secured 34
Debenture loans
’ Unsecured 35 95 o5
Amounts owed to credit institutions 36
oy Taxation 37 © 44121 68326
Creditors
Other 38 109008 95196
Accruals and deferred income 39 1092 1361
Provision for "reasonably foreseeable adverse variations™ 41 5600
Total other insurance and non-insurance liabilities (17 to 41) 49 325826 280540
Excess of the value of net admissible assets 51 1096001 459101
Total liabilities and margins 59 10680313 10573749
Amounts included in line 59 attributable to liabilities to related companies,
. ; 61 6999 8441
other than those under contracts of insurance or reinsurance
Amounts included in line 59 attributable to liabilities in respect of property
linked benefits 62 35079 33317
Tolal liabilities (11+12+49) 71 2505312 10015648
increase lo liabilities - DAC related 72
Reinsurers' share of technical provisions 73
Other adjustments to liabilities {may be negative) 74
Capital and reserves and fund for future appropriations 75
Total liabilities under insurance accounts rules or inlernational accounting
standards as applicable to the firm for the purpose its external financial 76

reporting (71 to 75)
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Form 14
Long term insurance business liabilities and margins
Narne of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Tofal business/Sub fund 31 0:100 BLAGAB
Units £000 As at end of As at end of
this financiat the previous
year year
1 2
Mathematical reserves, after disiribution of surplus 1 106824 111256
Cash bonuses which had not been patd to policyholders prior 12
to end of the financial year
Balance of surpius/(valuation deficit) 13 154992 158276
tong term insurance business fund carried forward (11 o 13) 14 261816 269532
Gross 15 2706 2140
Claims outstanding Reinsurers' share 16
Net (15-186) 17 2706 2140
. Taxation 21
Provisions -
Other risks and charges 22
Deposits received from reinsurers 23
Direct insurance business " 7 7
Creditors Reinsurance accepted 3z
Reinsurance ceded KX
Secured 34
Debenture loans
Unsecured a5
Amounts owed to credit institutions 36
. Taxation 37 2360
Creditors
Other 38 14344 10085
Accruals and deferred income 39 697 548
Provision for "reasonably foreseeable adverse variations” 41
Total other insurance and non-insurance liabilities {17 to 41) 49 17754 “15150
Excess of the value of net admissible assets 51 21000
Total liabilities and margins 59 300570 284682
Amounts included in line 59 atiributable to liabilities to related companies, 61 3385 8351
other than those under conltracts of insurance or reinsurance
Amounts included in line 59 attributable to liabilities in respect of property 62
linked benefits
Total liabilities (11+12+49) 71 124578 126406
Increase to liabilities - DAC related 72
Reinsurers' share of technical provisions 73
Other adjustments to liabilities (may be negative) 74
Capital and reserves and fund for future appropriations 75
Total liabilities under insurance accounts rules or international accounting
standards as applicable to the firm for the purpose its external financial 76

reporting {71 to 75)
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Form 14
Long term insurance business liabilities and margins
Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Total business/Sub fund 32 0:100 PENSIONS
Units £000 As at end of As atend of
this financial the previous
year year
1 2
Mathematical reserves, after distribution of surplus M 3070957 2963227
Cash benuses which had not been paid to policyholders prior 12
to end of the financial year
Balance of surplus/(valuation deficit) 13 40155 45226
Long term insurance business fund carried forward (11 to 13) 14 3111112 3008453
Gross 15 2222 2390
Claims outstanding Reinsurers' share 16
Net (15-16) 17 2222 2390
. Taxation 21
Provisions -
Other risks and charges 22
Deposits received from reinsurers 23
Direct insurance business 31
Creditors Reinsurance accepted 32
Reinsurance ceded 33
Secured 34
Debenture loans
Unsecured 35
Amounts owed to credit insfitutions 36
. Taxation 37
Creditors
Other 38 (11866} 32152
Accruals and deferred income 39 S
Provision for "reascnably foreseeable adverse variations" 41
Total other insurance and non-insurance liabilities (17 to 41) 49 (9644) 34547
Excess of the value of net admissible assets 5
Total {iabllities and margins 59 3101468 3043000
Amounts included in line 59 atfributable to liabilities to related companies,
A . 61 544 25234
other than those under contracls of insurance or reinsurance
Amounts included in fine §9 attributable to liabilities in respect of property 62
linked benefits
Total liabilities (11+12+49) 71 3061313 2997774
Increase to liabilities - DAC related 72
Reinsurers' share of technical provisions 73
Other adjustments to liabilities (may be negative) 74
Capital and reserves and fund for future appropriations 75
Total liabilities under insurance accounts rules or international accounting
standards as applicable to the firm for the purpose its external financial 76

reporting (71 to 75)
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Form 15
Liabilities (other than long term insurance business)
Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Company GLf
registration Uws day month  year Units
number CM
R15 1419 GL 31| 12 | 2005 £000
As at end of As at end of
this financial the previous
year year
1 2
Technical provisions (gross amount)
Provisions for unearned premiums 11 13
Claims outstanding 12 235758 228541
Provision for unexpired risks 13
Equalisation provisions Credit business 14
Other than credit business 15 2283
Other technical provisions 16 3946
Total gross technical provisions (11 to 16) 19 235758 234783
Provisions and creditors
Provisions Taxation 21
Other risks and charges 22 12000
Deposits received from reinsurers K3l
Direct insurance business 41 135
Creditors Reinsurance accepted 42 1697 1666
Reinsurance ceded 43
Debenture Secured 44
loans Unsecured a5 389602 419602
Amounts owed to credit institutions 46
Taxation 47 1 16349
Creditors Recommended dividend 48
Other 49 57777 30107
Accruals and deferred income 5 6419 3244
Total (19 to 51) 59 691254 717886
Provision for "reasonably foreseeable adverse variations” 61
Curnulative preference share capital 62
Subordinated loan capital 63
Total (59 to 63) 69 691254 717886
e b ees o e vauers. | gy sz
Reinsurers' share of DAC 81
Amounts deducted from lechnical provisions for discounting 82 5264
Other adjustments (may be negative) 83
Capital and reserves 84 1003808
Total Iiabilit&ies under insurance accounts rules or international accounting
slandards as applicable to the firm for the purpose of its external financial 85 1689796

reporting (69+81-82+83+84)
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Form 16
Profit and loss account {non-technical account)
Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Company GL/
registration UK/ day month  year Units
number CM
R16 1419 GL M| 12 2005 £000
This financial Previous
year year
1 2
Transfer (to)/from the From Form 20 1 4662 4935
general insurance business
technical account Equalisation provisions 12 2283 2431
Transfer from the long term insurance business 13 66000
revenue account
Income 14 C 70017 23295
) Value re-adjustments on
Investment income investments 15 399353 31621
Gains on the realisation of
investments 16 2097
Investment management
charges, including interest 17 217 454
Investment char Value re-adjustments on 18
charges investmenis
Loss on the realisation of
investments 19 4898
Alflocated investment return transferred to the general
insurance business technical account 20 3927 >10
Other income and charges (particulars to be specified
by way of supplementary note}) 21 (16845) (29368)
Profit or loss on ordinary activities before tax
(11+12+13+14+15+16-17-18-19-20+21) 29 523363 27052
Tax on profit or loss on ordinary activities 31 {157) (5920)
Profit or loss on ordinary activities after tax (29-31) 39 523520 32972
Extraordinary 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 523520 32972
Dividends (paid and proposed) 51 70000
Profit or loss retained for the financial year (49-51) 59 453520 32972
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Form 17
Analysis of derivative contracts
Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Category of assets Total long term insurance business assets
Company GL/ Category
registration UK/ day month year Units of
number CM assets
R17 1419 GL 3112 | 2005 £000 10
As at the end of this financial year As at the end of the previous year
Derivative contracts Assets Liabilities Assets Liabilities
' 1 2 3 4
Fixed-interest securities 11
Equity shares 12 140 15
Futures
L
contracts and 13
Currencies 14 1362 10560 ) 11131 2814
Other 15
Fixed-interest securities 21
Equity shares 22 8 409 1226 3518
Options Land 23
Currencies 24
Other 25
Fixed-interest securities 31
Equity shares 32 845 214 26
Contracts
for Land 33
differences
Currencies 34
Other 35 179712 7787 98178 12293
Adjustment for variation margin M (140) (15}
Total {11 to 41) 49 181927 18756 110749 18651
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Form 17
Analysis of derivative contracts
Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Category of asseis 80:10:00
Company GLS Category
registration UK/ day month  year Units of
number CM assets
R17 1419 GL 31 |12 | 2005 £000 13
As at the end of this financial year As at the end of the previous year
Derivative contracts Assets Liabilities Assets Liabilities
1 2 3 4
Fixed-interest securities 11
Equity shares 12 140 15
Futures Land 13
contracts
Currencies 14 1362 10560 11131 2814
Other 15
Fixed-interest securities 21
Equity shares 22 8 409 1226 3518
Options Land 23
Currencies 24
"Other 25
Fixed-interest securities 31
Equity shares 32 845 214 26
Contracts
for Land 33
differences
Currencies 34
Other K1 178699 7787 98178 12293
Adjustment for variation margin 41 {(140) (15)
Total (11 to 41) 49 180914 18756 110749 18651
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| Form 17
M : Analysis of derivative contracts
Name of insurer PEARL ASSURANCE PLC
’ Gilcbal business
Financial year ended 31 December 2005
t ' Category of assets 0:100 PENSIONS
! Company GL/ Category
I registration uw/ day month year Units of
, number CM assets
‘ R17 1419 GL 31 |12 | 2005 £000 12
. As at the end of this financial year As at the end of the previous year
Derivative contracts Assets Liabilities Assets Liabilities
| 1 2 3 4
‘l Fixed-interest securities 11
Equity shares 12
! '-Futures
contracts Land 13
Currencies 14
B Other 15
Fixed-interest securities 21
Equity shares 22
Options Land 23
Currencies 24
Other 25
. Fixed-interest securities 31
{ ! Equity shares 32
Contracts
[ " for Land 33
‘ differences
L Currencies 34
1 ; Other 35 1013
|
' Adjustment for variation margin 41
| Total (11 to 41) 49 1013
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Form 18
With-profits insurance capital component for the fund
Name of insurer PEARL ASSURANCE PLC
With-profits fund 21 90:10
Financial year ended 31 December 2005
Units £000
As at end of As at end of
this financial year the previous year
1 2
Regulatory excess capital
Long-term admissible assets of the fund 1" 10680313 10573748
Implicit items allocated to the fund 12
Mathermatical reserves in respect of non-profit
insurance contracts written in the fund 13 240063 238362
Long-term admissible assets of the fund
Regulatory value of |covering the long-term insurance capital
assets requirement allocated in respect of non- 14 10191 10081
profit insurance contracts written in the fund
Long-term admissible assets of the fund .
covering the resilience capital requirement
allocated in respect of non-profit insurance 15 25083 22785
contracts written in the fund
Total (11+12-(13+14+15)) 19 10404976 10302520
Mathematical reserves {(afler distribution of :
surplus) in respect of the fund's with-profits 21 8939423 9496745
Regulatory vaiue of | insurance contracts
liabilities Regulatory current liabilities of the fund 22 325826 280541
Total (21+22) 29 9265249 9777286
L(_)ng-terrn insurance capital requirement in respect of the fund's 31 373617 386529
with-profits insurance contracts
Resilience capital requirement in respect of the fund's
with-profits insurance contracts 32 315374 187783
Sum of regulatory value of liabilities, long-term insurance capital
requirement and resilience capital requirement (29+31+32) 39 9954240 10301598
Regulatory excess capital (19-39) 49 450736 922
Realistic excess capital
Realistic excess capital 51 {474886)
Excess assefs allocated to with-profits insurance business
Excess {deficiency) of assets allocated fo with-profits insurance
business in fund (49-51) 61 450736 48408
Face amount of capital instruments attributed to the fund and 62
included in capital resources {unstressed)
Realistic amount of capital instruments attributed to the fund and 63
included in capital resources {stressed)
With-profits insurance capital component for fund (if 62 exceeds 64 450736 48408

63, greater of 61+62-63 and zero, else greater of 61 and zero)
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Realistic balance sheet

Name of insurer

With-profits fund

Financial year ended

Units

PEARL ASSURANCE PLC
21 90:10

31 December 2005

£000

Reallstic value of assets available to the fund

Form 19
(Sheet 1)

As at end of
this financial year
1

As at end of
the previous year
2

Regulatory value of assets 1" 10404976 10302520
Implicit items allocated to the fund 12
Vaiue of shares in subsidiaries held in fund {regulatory} 13
“|Excess admissible assets 21 321 321
Present value of fulure profits (or losses) on non-profitinsurance coniracts written in 22 45540 54789
. |the fund
" |Vaiue of derivatives and quasi-derivatives not already reflected in lines
23
111022
" |value of shares in subsidiaries held in fund {realistic) 24
Prepayments made from the fund 25
[|Realislic value of assets of fund (11+21+22423+24+25-(12+13)) 26 10450837 10357630
Support arrangement assets 27 -
Assels available to the fund (26+27) 29 10450837 10357630
Realistic value of liabilities of fund
With-profits benefit reserve A 8247780 8240477
Part miscellanecus surplus attributed 1o with-profits benefils 22 151545 143488
reserve
Part miscellanecus deficit atiributed to with-profils 23
benefits reserve
Planned enhancements to with-profits benefits 14 355637
reserve
Planned deductions for the costs of guarantees, options and
smoothing from with-profits benefits reserve 35 47519 41631
Planned deductions for other costs deemed chargeable
to with-profits benefits reserve 36 29330 18207
Future. costs_ of contractual guarantees (other than " 314291 460767
financial options)
Future palicy
related liabilities Fulure costs of non-contractual commitrnents 42 96895 94971
Future costs of financial options 43 337889 278762
Future costs of smoothing (possibly negative) 44 52189 54244
Financing costs 45
Any other liabilities related to regulatory duty to treat 46
customers fairly
Other long-term insurance liabilities 47 797077 574694
Total (32+34+41+42+43+44+45+46+47-(33+35+36)) 49 1938674 1547086
Realistic current liabilities of the fund 51 264383 243908
Realistic value of liabilities of fund (31+49+51) 59 10450837 10031471
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Form 19
(Sheet 2)
Realistic balance sheet
Name of insurer PEARL ASSURANCE PLC
With-profits fund 21 90:10
Financial year ended 31 December 2005
Units £000
As at end of As atend of

this financial year
1

the previous year
2

Realistic excess capital and additional capital available

Value of relevant assets before applying the most adverse scenario

other than the present value of future profits arising from business 62 10450837 10405118
outside with-profits funds .

Amount of present value of future profits {or losses) on long-term

insurance contracts written outside the fund included in the vaiue 63

of relevant assets before applying most adverse scenario

Value of relevant assets before applying the most adverse scenario 64 10450837 10405116
(62+63)

Risk capital margin for fund (62-59) 65 373645
Realistic excess capitai for fund (26-(59+65)) 66 {47486)
Realistic excess available capital for fund (29-(59+65)) 67 {47486}
Working capital for fund (29-59) 68 326159
Working capital ratio for fund (68/29) 69 0.03
Other assets potentially available if required to cover the fund's risk capital margin

Additional amount potentially available for inclusion in line 62 81 588143 470533
Additional amount potentially available for inclusion in line 63 82 84000 79000
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Form 20A
General insurance business : Summary of business carried on {Sheet 1)
Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Company GL/
registration UK day month year units
number CM
R20A 141¢ GL 31 12) 2005 £000
Provision for undiscounted Pravision for
Gross Premium| 9ross claims outstanding atthe |, ,.< ypearned;
Ca::‘g::ory FS:: return general insurance business reporting written in this end of this financial year premium at the
n r |category financial year I 4 but end of the
ncurred bu financial year
Reported not reported
1 2 3 4
1 Total business 1 25 39475 194234
2 Total primary (direct) and facultative business 2 15 11718 25843
3 Total treaty reinsurance accepted business 3 10 27757 168291
110 Total primary {direct) and facultative accident and health 4
(category numbers 111 to 114)
Total primary {direct) and facultative personal lines moter 918
120 business (category numbers 121 to 123) 5 3635 8
160 Enmaw {direct) and facultative household and domestic all 6 1514 1319
risks
180 Total primary {direct) and facultative personal lines - 63
financial loss (category numbers 181 to 187)
Tolal primary {direct) and facultative commercial motor
220 business (category numbers 221 to 223) 8 1657 826
Total primary (direct) and facultaive commercial lines
4
260 property (category numbers 261 to 263} 9 2 89 7
Total primary (direct) and facultative commercial lines
1
270 liability business (category numbers 271 to 274) 10 13 4820 21273
280 Total primary (direct) and facultative commercial lines 1
financial loss (category numbers 281 to 284)
a3 Total primary (direct) and facultative aviation (category 12
numbers 331 to 333)
340 Tota! primary {(direct) and facultative marine (category 13
numbers 341 to 347)
350 Total primary (direct) and facultative goods in transit 14 3
400 Miscellaneous primary {direct) and faculiative business 15
Total non-proportional treaty reinsurance business
166
500 ‘ accepted (category numbers 510 to 590) 16 ! 25533 087
Total proportional treaty reinsurance business accepted 5204
600 (category numbers 610 to §90) 17 3 2224 0
700 Miscellaneous lreaty reinsurance accepted business 18 |
Total {lines 4 to 18) 20 25 39475 194234
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Form 20A
General insurance business : Summary of business carried on (Sheet 2)
Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Company GL/
regisiration UKt day month year units
number CcM
R20A 1419 GL 31 12 2005 £000
Provision for undiscounted Provision for
. ross claims outstanding at the
(::Itfng;:)erry :ast‘: ;z:t;rn general Insurance business reporting G\;‘::;:':‘T:;sm' 9 end of this financial y?ear ?:rrzsr:ixrl;e:: ':;:
financial year incurred but end of the
Reported not reportod financial year
1 2 3 4
Primary (direct) and facultative personal lines business
1M Medical insurance 21
112 HealthCare cash plans 22
113 Trave! 23
114 Personal accident or sickness 24
121 Private motor - comprehensive 25 2454 1636
122 Private motor - non-comprehensive 26 1181 752
123 Motor cycle 27
160 Household and domeslic all risks (equals line 6) 28 1514 1319
181 Assistance 29
182  |Creditor 20
183 Extended warranty 31
184 Legal expenses 32
185 Mortgage indemnity 33
186 Pet insurance 34
187 Cther personal financial loss 35 63
Primary (direct) and facultative commercial lines business
221 Fleets 41
222 Commercial vehicles {non-fleet) 42 1657 826
223 Motor other 43
261 Commercial property 44 2 59 74
262 Consequential loss 45 30
263 Contractors or engineering all risks 46
2714 Employers liability 47 13 2543 16639
272 Professional indemnity 48
273 Public and products liability 49 2277 4634
274 Mixed commercial package 50
281 Fidelity and contract guarantee 51
282 Credit 52
283 Suretyship 53
284 Commercial contingency 54
Primary {direct) and facultative aviation
3N Aviation liability 61
33z Aviation hull 62
333 Space and salellile 63
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Form 20A
General insurance business : Summary of business carried on (Sheet 3)
Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Company GL/
registration UK/ day month year units
number CM
R20A 1419 GL 31| 12| 2005 £000
Provision for undiscounted Provlision for
C FSA . . Gross Premium| 97058 claims outstanding at the gross unearned
n?;gbc:e? o rgturn general Insurance business reporting written in this end of this financial year premium at the
gory financial year : b end of the
neurred but | financial year
Reported not reported
1 2 3 4
Primary (direct) and facultative marine and transport
341 Marine liability 64
342 Marine hull 85
343 Energy {on and off-shore) 66
344 Protection and indemnity 67
345 Freight demurrage and defence 68
346 War risks 69
347 ‘Yacht 70
Total primary (direct) and facultative goods in transit
350 {equals line 14) n 3
Primary (direct) and facultative miscellaneous
400 Miscellaneous primary (direct) and facultative business 72
{equals line 15)
Non-proportional treaty
510 Non-proportional accident and health 81 1 1
520 Non-proportional motor 82 323 272
530 Non-proporticnal aviation 83
540 Non-proporticnal marine 84
550 Non-proportional transporl 85 3 2
560 Non-proporticnal property a6 56 47
570 Non-proporticnal liability (non-motor) 87 7 25142 165758
580 Non-proportional financial lines a8 8 7
590 Mon-proportional aggregate cover 89
Proportional treaty
610 Proporiional accident and heaith 91
620 Propartional motor 92
630 Proportional aviation 93
640 Proportional rarine 94 2101 2101
650 Proporlional transport 95
660  |Proportional property 96 38 32
670  {Proportional liability (non-motor) 97 3 54 45
680 Preportional financial lines a8 Bl 26
690 Proportional aggregale cover 99
Treaty Reinsurance Miscellaneous
200 MISC&]IaI:IEOUS treaty reinsurance accepted business 101
(equals line 18)
Total (lines 21 to 101) | 111] 25 39475 194234
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Form 20
General insurance business : Technical account {excluding equalisation provisions)
Mame of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Total business
Company GL/ Calegory
reglstration UK day month year Unlis number
number CM
R20 1419 GL | 31 (12 | 2005 £000 1
Items to be shown net of reinsurance This financial year Previous year
1 2
Eamed premium  {21.19.5} 1 13 38
Claims incurred (22.17.4) 12
This year's Claims management cosis (22.18.4) 13
underwriting T
{accident year . . .
accounting) Adjustment for discounting {22.52.4) 14
Increase in provision for unexpired fsks 15
{22.19.4)
Other technical income or charges (particulars Lo 16
be specified by way of supplementary note)
Net operaling expanses (22.42.4) 17
Balance of year's underwiiting
(11-12:13+14-15+16-17) 19 18 368
Eamed premium (21.11.5) 21 4] 267
Claims incurred (22.13.4) 22 17069 1379
i 14.4 .
Adjustment for Claims management costs (22.14.4) 23 220 (1161)
prior years' : . .
underwriting Adjustment for discounting {22.51.4) 24 5264
(accidentyear |  Other technical income or charges (particulars to 25
accounting) be specified by way of supplementary note)
Net operating expenses {22.41.4) 26 (10) {267}
Balance (21-22-23+24+25-26) 29 (12009 316
Per Form 24 (24.69.99-99) 3 12731 4071
Balance from
underwriting Other technical income or charges (particulars to 12
year be specified by way of supplementary nole)
accounting Total 39 12731 4074
Balance of ali years' underwriting (19+29+39) 49 735 4425
Allocated investment income 54 3927 510
Transfer to non-lechnical account (49+51) 59 4662 4935
41
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General insurance business : Technical account (excluding equalisation provisions)

Name of insurer

Global business

Financial year ended

PEARL ASSURANCE PLC

31 December 2005

Total primary (direct) and facultative business

Form 20

Company GLU Category
registration uKs day moanlth year Unlts number
number CE
R20 1419 GL | 31|12 | 2005 o000 2
Items to be shown net of reinsurance This financlal year Previous year
1 2
Earned premium  {21.19.5) 11 13 38
Claims incurred (22.17.4) 12
This years Ciaims managementcosts  (22.18.4) 13
underwriting
(accideni year . . .
accounting) Adjustment for discounting {22.52.4) 14
Increase in provision for unexpired risks 15
{22.19.4)
Other technical income or charges (particulars to 1'6
be specified by way of supplementary nole)}
Net operaling expenses {22.42.4) 17
Batance of year's underwriting
(11-12-33+14-15+16-17) 19 13 38
Earned premium {21.11.5} 21 6 267
Claims incurred (22.13.4) 22 17069 1379
Adjusiment for Claims management cosls (22.14.4) 23 220 {1161)
prior years Adiustment for discounting (22.51.4) 24 5264
undenwriting
(accident year | Other lechnical income or charges (particulars to 25
accounting) be specified by way of supplementary nole)
MNet operaling expenses (22.41.4) 26 (10} {267)
Balance (21-22-23+24+25-26) 29 {12009) 316
Per Form 24 (24.69.99-99) 1 11364 266
Balance from
underwriting Other technical income or charges (particulars to 32
year be specified by way of supplemeantary nole)
accounting Total 39 11364 266
Balance of all years' underwriting (19+29+39) 49 (632) 620
Allocated investmeant income Y 333 407
Transfer to non-technical account (49+51) 59 2699 1027
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General insurance business : Technical account (excluding equalisation provisions)

Name of insurer

Global business

Financial year ended

PEARL ASSURANCE PLC

31 December 2005

Total treaty reinsurance accepted business

Form 20

Company GU Category
reglstration 1].4) day month year Units number
number C!
R20 1419 GL | 31 {12 | 2005 £000 3
Items to be shown net of reinsurance This financial year Previous year
1 2
Eamed premium (21.19.5) 1
Claims incurred (22.17.4) 12
This year's .
underwriting Claims management costs {22.18.4) 13
{accident year . . .
accounling) Adjustment for discounting (22.52.4) 14
Increase in provision for unexpired risks 15
(22.19.4)
Other technical income or charges (particulars fo 16
be specified by way of supplementary note)
Net operating expenses {22.42.4) 17
Balance of year's underwriting 19
(11-12-13+14-15+16-17)
Earned premium {21.11.5) 21
Claims incurred (22.13.4) 22
la 14,
Adjustment for Claims management costs {22.14.4) 23
prior years' . . .
underwriting Adjusiment for discounting (22.51.4} 24
{accident year [ Other lechnical income or charges (particulars to 25
accounting) be specified by way of supplementary note)
Net operating expenses (22.41.4) 26
Balance (21-22-23+24+25-26) 29
Per Form 24 (24.69.99-89) N 1367 3805
Balance from
underwriting Cther technical income or charges (particulars to 32
vear be specified by way of supplementary note)
accounting Total 39 1367 3805
Balance of all years'underwriling (19+29+39) 49 1367 3805
Allocated investment income 54 596 103
Transfer to non-technical account (49+51) 59 1963 3908
43
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Form 20
General insurance business : Technical account (excluding equalisation provisions)
Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Total primary (direct) and facultative commercial lines liability business
Company GL/ Category
registrallon UK/ day month year Units number
number Cg
R20 1419 GL | 31|12 | 2005 £000 270
Items to be shown net of reinsurance This financial year Previous year
1 2
Eamed premium (21.19.5) 11 13 38
Claims incurred (22.17.4) 12
This yea_l‘_s Claims management costs (22.18.4) 13
underwriting
{accident year . " :
accounting) Adjustment for discounting {(22.524) 14
increase in provision for unexpired risks 15
(22.19.4)
Other technical income or charges {particulars to 16
be specified by way of supplementary note)
Net operaling expenses {22.42.4) 17
Balance of year's underwriting
(11-12-13+14-15+16-17) 19 13 38
Earned premium (21.11.5) 21 6 4
Claims incurred {22.13.4) 22 12850 1667
i 22.14.4
Adjustment for Claims management cosis (22 ) 23 165 (1297)
prior years Adjustment for discounting {22.51.4) 24 3725
urtderwriting
{accidentyear | Other technical income or charges (particulars to 25
accounting) be specified by way of supplementary note)
Nel operaling expenses {(22.41.4) 26 {23
Balance (21-22-23+24+25-26) 29 (8384) {343)
Per Form 24 (24.69.99-89) 3
Balance from
underwriting Other technical income or charges {particulars to 32
year be specified by way of supplementary nole)
accounting Total 39
Balance of ali years' underwriting (19+29+39) 49 {9371) 1305}
Allocated investment income 51 99
_ Transfer to non-technical account (49+51) 59 {9371) {208)
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General insurance business : Technical account {(excluding equalisation provisions)

Name of insurer
Global business

Financial year ended

PEARL ASSURANCE PLC

31 becember 2005

Balance of all primary (direct) and facultative business

Form 20

Company GL Category
reglstration [ day month year Unlis number
numbar CM
R20 1419 GL | 31|12 | 2005 £000 409
items to be shown net of reinsurance This financial year Previous year
1 2
Eamed premium  {21.19.5) 11
Claims incurred {22.17.4) 12
This year's Claims managementcosls  (22.18.4) 13
underwiiting
{accident year . . .
accounting) Adjustment for discounting {22.52.4) 14
Increase in provision for unexpired nsks 15
(22.19.4)
Other technical income or charges {particulars to 16
be specified by way of supplementary note)
Nel operating expenses {22.42.4) 17
Balance of year's underwriting 19
{11-12-13+14-15+16-17)
Eamed premium (21.11.5) 21 263
Claims incurred (22.13.4) 22 4119 {288)
. 14, 1
Adjustment for Claims management costs (22.14.4) 23 55 36
priorysars Adjustment for discounting ~ (22.51.4) 24 1539
underwriting
(accidentyear | Other lechnical income or charges {parliculars to 25
accounting) be specified by way of supplementary note)
Net operating expenses (22.41.4) 26 (10) (244)
Balance (21-22-23+24+25-26) 29 (2625} 659
Per Form 24 (24.69.99-99) k1] 11364 266
Balance from
underwriting Other technical income or charges (particulars to 32
vear be specified by way of supplementary note)
accounting Total 39 11364 266
Balance of all years’ underwriting (19+29+39) 49 8739 925
Allocated investment income 51 3331 308
Transfer to non-technical account (49+51) 59 12070 1233
45
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Form 20
lf General insurance business : Technical account (excluding equalisation provisions}
Name of insurer PEARL ASSURANCE PLC
{ Giobal business
|
Financial year ended 31 December 2005
) Total non-proportional treaty reinsurance business accepted
Company GU Category
reglsirallon UKS day month year Unils number
number CM
( R20 1419 GL | 31|12 | 2005 iLEOI]D 500
. Items to be shown net of reinsurance This financial year Prevlous year
j . 1 2
' Eamed premium  (21.18.5) ot
Claims incumed (22.17.4} 12
i ' This yealr‘_s Claims management costs (22.18.4) 13
underwriting
{accident year ) " f
L accouniing) Adjustment for discounting (22.52.4) 14 .
: Increase in provision for unexpired risks 15
: {22.19.4)
Other lechnical income or charges (particulars to 16
| be specified by way of supplementary note)
1 ' Mel operating expenses (22.42.4) 17
' Balance of year's underwriting 19
(11-12-13+14-15+16-17)
) Earned premium (21.11.5) 21
L
Claims incurred (22.13.4) 22
I lai t 14.4
! _ Adjustment for Claims management costs (22 '] 23
- prior years Adjustment for discounting  (22.54.4) 24
underwriling
, {accidentyear |  Other lechnical income or charges {particulars 1o 25
accounting) be specified by way of supplemenlary note)
Net operaling expenses (22.41.4} 26
T Balance (21-22-23+24+25-26) 29
} Per Form 24 (24.69.99-99) 31 (7 2026
Balance from
underwriting Other technical income or charges (particulars to a2
. year be specified by way of supplementary nole}
’ accounfing Total 39 7 2026
Balance of all years' underwriting (19+28+38) 49 () 2026
' . Allocated investmenlt income 51 64
Transler to non-technical account (48+51) 59 (7} 2090
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Form 20
General insurance business : Technical account {(excluding equalisation provisions)
Name of insurer PEARL ASSURANCE PLC
Global business
Financial year ended 31 December 2005
Balance of all treaty reinsurance accepted business
Company Gy Category
reglistration UK/ day month year Units numbar
number CE
R20 1419 GL | 31|12 | 2005 £000 709
Items to be shown net of reinsurance This financial year Previous year
1 2
Eamed premium (21.19.5) 11
Clairns incurred (22.17.4) 12
This yea.r’.s Claims management costs (22.18.4) 13
undenwriling
{accident year . . .
accounting) Adjustment for discounting {22.52.4) 14
Increase in provision for unexpired risks 15
(22.19.4)
Other technical income or charges (particulars to 16
be specified by way of supplementary note)
Net operating expenses (22.42.4) 17
Balance of year's underwriting 19
{11-12-13+14-15+16-17)
Eamed premium (21.11.5) 21
Claims incurred (22.13.4) 22
i t 22.14.4
Adjustment for Claims management costs ¢ )] 23
prior years Adjustment for discounting  (22.51.4) 24
undenwriling
(accident year |  Other technical income or charges (particulars to 25
accounting) be specified by way of supplementary note}
Net operating expenses {22.41.4) 26
Balance (21-22-23+24+25-26}) 29
Per Form 24 {24.69.99-99) kil 1374 1779
Balance from
underwriting Other technical income or charges (particulars lo 12
year be specified by way of supplementary note)
accounting Total 39 1374 1779
Balance of all years' underwriling (19+29+39) 49 1374 1779
Allocated investment income 51 596 39
Transfer to non-technical account (49+51) 59 1970 1818

47

PO



1eaf |eoueuy s)
10 pua JB pauleaun

1eaf |epueuly
S|y} u| psule3

Jeak [eoueuy SIL
1O pua | pauleaun

£l gl 6l (9L 012L) 1e30L
Jeak [eroueuyy ey o) plesdoy Jybnoiq
gl €l 9l pue s.e2af 850U} Ul PaUIea Jou sieak |eloueuy snojnaud
U {spunjaJ pue sajeqeal $59|) 9|gBAI909. SWINIWSBId

Gl SYJUOLU Z} UBL) 810w jo spoliad 104
Jead |BDUBLY
¥l syjuow 7} jo spolad Jo4 sy W paydasu
SY S JO yoadsal U

' €l sUjuoW Z| uely) §$8] Jo spouad Jo4
rA ) sieok [eoueul snojastd us psidadu| sysl Jo 19adsal uj

9 [ 12 € [ b

1e3A [E1DUBUY
SiY) Uj pauteq

9

sleaA [ejpueuly
snoald u) pauley

g

: d

L

€
S1E9A |_lOUBUY
snopald u) paulesy

aleys slainsuey

Ieah [elaueuy
Sy U| pauie3

€L , b
I

sieaA [ejpueuy
snojaaid ui pauie3

usium sluniuald ss0iD

IBBA [BIOURUY SIL}
JO pua je pauieau

sieal [iouelly snoaaad u) pejdesul sys|L Jo 1oadsal )

Jeaf peroueuly sy} Buunp ajgea1asal swniwald

oUeJINSUIal 10 JON
L 0003 S00Z | 21 |LE 19 6lL¥i T4 )
Jaquinu o lagwnu
AobBalen sjun Jeah  Jquow Aep mn uopeysibos
no Auedwo)
ssauisng |ejel
G00Z Jequwadeq LE papus IesA |eroueul4
ssauisng (eqolD
J1d AONVHNSSY TIvYad Jainsul jo sweN
swnaid jo sisAjeuy : (Buijunoosoe Jeak Jusaprode} ssauISng dsUBINSU[ [BIIUID
{2 uwlod

8¥-9£:81-:900CE£00¢

48



———

SIESA [RUBUY

$iead |[epueul

sJeak [eueuy

€l £l 6l TR EARRI=
lesk |eraueuy sy} o} piemo) Jybnoiq
el £l 9l puUe SIESA 950U} Ul paUIES J0U SIeaA tejouBLlj snojaadd
U] (spunjes pUB $5)BGSl $59)) DIGBAID0D] SWUNIWAY
Gl SLJUOLL Z | UeL)) 240l jo spolted 104
Jesh [eroueuy
vL syjuow gy 4o spouad Jo4 sy Ui pajdasul
SHSU Jo 10adsal u|
) el SUYILOW Z| Uey} 58| o spolad 104
rd A s1ead |oueul snoiasld ul paldasy) sysu Jo 19adsal )
9 S 14 € 2 1
123k [eloueuy s 1eai |eiouBuy 1eaf |eioueuy SIY) 1ead [eroueuy 1e84 [eueuly s Jeal |eoueuly
0 puU2 JB pauleauf) SIL Uj pauieg 10 pua & pawesu $14} U] paweg $1Y} Uj pauleg
A i g z "€l L saead |etoueuly snoindid Ul pajdeau sysu o Joadsal u)
] € 3

Jeak [eioueuny syl Buunp ajgealessl swniwald

il snowmeud ul paules | snojaaad Uy psules % snojasud U paules
aouBINSUIAl 10 19N 8leys siansuiey uallm swnjweid ssoln
A 0003 Ggooe (21 | LE 1 1548 (A
Jaqunu Wo Jaguinu
Aobaje) s}un Jeah  yuow Aep mn uope.ys|fal
fal>) Auedwon
ssausng aAnelnae; pue (Joaap) Alewnd jejo)
00z Joquiadeq LE papus Jeak [gloueuld
£82UISNg |240[D)
J7d 3ONYHNSSY Tdvad JaInsuy Jo sweN
swunjwead jo sisfjeuy : (Bupgunoosoe Jeak JuapI29e) SSAUISNY SoUBINSUI [BISUIL)
Lg wiog

819€:81:9002E00E

49




gl €l 6l CINCFANE=T
Jeah |R1auBuYg 8Yj 0} pieauo) yBnoug
L €l 9l pue SI1EOA SS0U) Ul PaUIRa 10U SIBaA |BIDURUl SNolAssd
Ul (Spunyal pue sejeqal §§9|) 9|qeAISIal SWINILLSLY
Gl Syjuow g uewy aiow jo spouad 104
Jesd [eloueuy
¥l sUuow | jo spouad 104 S|y} Ul peideou
$9sI) Jo Joadsal uj
' £l syjuow Z| uey) sssj Jo spouad 104
YA sieah [epueul snojaald ui paydasu| sysu 10 10adsal |
g ) 4 £ [4 I
1E3A |_IDUBUY S} Jeaf [eioueUy leak [Bioueuy siy) Jeak (eloueuy J2ak [2IouBLy S Jeak [eloueuy
10 puUa Je pauieaup S|y} u| pauieg JO pu?a JB paueaun SIU) U] pauieq JO pua J2 pawieaun SIU} uj pauieg
9 z £l L sieaf [eloueUl sNOIASId U pajdacur $ysu Jo 1aadsal U
] £ 2
sieaf |epueuy s1eah |[epoueuy sieal |epuBuYy A 6 2
! snojaald u) pawueg snoiasid u) paviey Llintl| snolaaud w pauwie3 423/ [EjouUBUY 84} BUMNP S|qeA|adal stunjwald
soueINsUal JO JaN aJeys slainsuisy uapum swniwaid ssoin
012 0003 €002 | 2L |LE 1 6LYlL 2y

Jaguinu wo laquinu

foBajen sHun Jeafl wuow Aep ™MN uopesns|bal

no Auedwon
ssauisnq A)fiqel] sau| [ela1awWod dAe}NIe) pue (Ja841p) Alewid jejo)
G00Z Jeqwada( L¢ papus Ieaf [eloueUl
ssauisng jeqoj9
071d FONVHNSSY Tivad Jainsul Jo alueN
swniwaad jo sisAjeuy : {Buiuncoaoe Jeak JUapIDIR) SSBUISNY SIURINSU] |BISUSL)

LZ wiod

8¥:9£:81:9002€00¢



—_— —_— _— PR — — e —— ———— T mm——— —

———— et ———————r — _— —_— — —— ———

6l (g1 01 Z1) @101

JeaA [elausuy oy} 0} piemoy jubnolq
9l pue sieak 850U} U] pALLES JOU SIeaA [eI2UBL)) SnolAald
U] (SpuUNyd1 pue §8]1EGS] $58|) B|GBAISI8) SWINWSId

Gl SUJUOW Z| UBy} aiow Jo sponad 104

134 |elpueul
14" syjuow Zj jo spouad 104 sy} Ul pajdaoul
SHYSH Jo Joadsal |

' el SUJUOLW Z] uBY) 559 JO spousd 104
2l slead |ejoueul snolaald Ul pajdaaul $ysu Jo 198dsad u)
9 g L2 € 4 L
leaf |eloueul S|Ul Jeak [eroueuy 1eaf ejouel) siy) 1eal |ejoueuy Jeah [B|lauBuy SIY) 1eak |2poueul
JO pua Je pauieaun SIUYy Uf paie] JO puD Je palleaun SIL) U) pauie] 10 pua je paluesuf Siu) U] pewies
: : _ ,_.. LL sieak |eloueuly snoaald up pajdaou) sysu o 1padsal )
) i d £ ] i
g ' |
1) sieaf |eiouely | ! ‘. sieaf [epueuy  |ThHEERT il sieak feloueuy I But |
etget| snomedd uj psueg : gl B snomesd ui peuieg [l it snomaud uj pauses B9 [EIJUBLY 8y} BULINP 31qEAISI2] SLINIWB.d
oueInsuial Jo JaN aleys slainsuiey ushum siuniweld ssQio)
60.L 0003 G002 | 21 |LE o 154" 124
Jagqwnu Wo Jaguunu
Riobey SHUM 1eaf  uow Aep mMn uojjesysjbas
n9 Auedwon

f1oBajes Buijoday
G00Z 4aquuiadag LE papua 1eai |g|oueuly
ssauisng eqo|D

J71d ONVHNSSY THvad J2insu| Jo swen

swinjwead jo s)sAjeuy : (Buunoase Jeed JUspIodE) SSaUISNG 9DUEBINSUI |RISUAG)

12 uuog .

B7:9¢:81:9002E00€

51



30032006:18:36:48

Form 22

General insurance business (accident year accounting) : Analysis of claims, expenses and technical provisions

Name of company

Global business

Financial year ended

Total business

PEARL ASSURANCE PLC

31 December 2005

financial year

Company GL/
reglistration [3.4) day month year Units Category
number CM number
R22| 1419 GL 31| 12| 2005 £000 1
Amount brought Amount Amount carried Amount
forward from payablefreceivable forward to next attributable to this
previous financial in this financial financial year financial year
year year
1 2 3 4
Gross amount 1 29875 5017 37658 12800
Claims incurred in |2 eingyrers' share 12 22755 4458 14028 (4269)
respect of incidents
cceurring prior to
this financial year Net (11-12) 13 7120 559 23630 17069
Claims management costs 14 220 220
Gross amount 15
. Clainﬁs incurred in : '
respect of incidents Reinsurers' share 16
Joceurring in this
financial year Net (15-16) 17
Claims management costs 18
Provision for unexpired risks 19
Commissions 21
Other acquisition expenses 22
Net operating - -
0 10
expenses Administrative expenses 23 (10) : (10}
Reinsurance commissions 24
and profit participations
Total (21+22+23-24) 29 (10) {10)
Adjusiments for Gross amount 3 5264 5264
discounting in . ,
respect of the Reinsurers' share 32
items shown at .
lines 11 1o 18 Claims management costs 33
above Total (31-32+33) 39 5264 5264
Prior financial years a1 (10) (19)
Split of line 29
This financial year 42
Inf:ldenls occurring prior to 51 5264 5064
. - this financial year
Spilit of line 38 . —
Incidents occurring in this 52

52
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Form 22

General insurance business (accident year accounting) : Analysis of claims, expenses and technical provisions

Name of company

Global business

Financial year ended

Total primary {direct) and facultative business

PEARL ASSURANCE PLC

31 December 2005

Company GLS
reglstration UK/ day month year Units Galegory
number CM number
R22| 1419 GL 31|12 | 2005 £000 2
Amount brought Amount Amount carrled Ameunt
forward from payable/receivable forward to next attributable to this
previous financial in this financial financial year financial year
year year
1 2 3 4
Gross amount 11 29875 5017 37658 12800
Claims incurred in [ ey irers” share 12 22755 4458 14028 (4269)
respect of incidents
oceurring prior to
{his financial year Net (11-12) 13 7120 559 23630 17069
Claims management cosls 14 220 220
Gross amount 15
Claims incurred in : s
respect of incidents Reinsurers’ share 16
oceurring in this
financial year Net (15-16} 17
Claims management cosls 18
Provision for unexpired risks 19
Commissions 21
Other acquisition expenses 22
Net operating - .
expenses Administrative expenses 23 (10) {10}
Reinsurance commissions 24
and profit participations
Total (21+22+23-24) 29 (10} (10)
Adjustments for Gross amount 31 5264 5264
discounting in . \
respect of the Reinsurers' share 32
items shown at .
fines 11 to 18 Claims management costs 33
above Total (31-32+33) 39 5264 5264
Prior financial years 41 (10) (10)
Split of line 29
This financial year 42
Incidents occurring prior to
. . this financial year 51 5264 5264
Split of line 39 - —
Incidents ocourring in this 52 g

financial year

53
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Form 22

General insurance business (accident year accounting) : Analysis of claims, expenses and technical provisions

Name of company

Global business

Financial year ended

PEARL ASSURANCE PLC

31 December 2005

Total primary (direct) and facultative commercial lines liability business

Company G
reglstration UKS day month year Units Calegory
number CM number
R22| 1419 GL 31| 12| 2005 £000 270
Amount brought Amount Amount carried Amount
forward from payablelreceivable forward to next attributable to this
previous financtal in this financial financial year financial year
year year
1 2 3 4
Gross amount 11 8165 1009 19182 12028
Claims incurred in | oingurers' share 12 2502 446 1132 (924)
respect of incidents
oceurring prior to
this financial year Net (11-12) 13 5663 563 18050 12950
Claims management costs 14 165 165
Gross amount 15
Claims incurred in g ojne s’ share 16
respect of incidents
oceurring in this
financial year Net (15-16) 17
Claims management costs 18
Provision for unexpired risks 19
Commissions 21
Ofher acquisition expenses 22
Net operating - .
expenses Administrative expenses 23
Reinsurance commissions 24
and profit participations
Total (21+22+23-24) 29
Adjustments for Gross amount 31 3725 3725
discounting in . ,
respect of the Reinsurers' share 32
iterns shown at .
lines 11 to 18 Claims management costs 33
above Total (31-32+33) 39 3725 3725
Prior financial years 41
Split of line 29
This financial year 42
Ingden[s occurring prior to 51 3795 3725
- : this financial year
Split of tine 39 - —
Incidents cccurring in this 52

financial year

54
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Form 22

General insurance business (accident year accounting) : Analysis of claims, expenses and technical provisions

Narme of company

Global business

Financial year ended

PEARL ASSURANCE PLC

31 December 2005

Balance of all primary {direct) and facultative business

financial year

Company GL/
reglstration UK/ day month year Units Category
number CM number
R22 | 1419 GL 31| 12| 2005 £000 409
Amount brought Amount Amount carrfed Amount
forward from payable/receivable forward to next attributable to this
previous financial in this financial financial year financial year
year year
1 2 3 4
Gross amount 11 21710 4008 18476 774
Claims incurred in . 8
4 12896 3345
respect of incidents Reinsurers' share 12 20253 012 { )
occurring prior to
this financial year | 1et (11-12) 13 1457 @ 5580 4119
Claims management costs 14 55
Gross amount 15
Claims incurred in {p ine)rers® share 16
respect of incidents
occurring in this
financial year Net (15-16) 17
Claims management costs 18
Provision for unexpired risks 19
Commissions 21
Other acquisition expenses 22
Nel operating Administrative expenses 23 (10)
expenses
Reinsurance commissions 24
and profit participations
Total (21+22+23-24} 29 (10}
Adiustments for Gross amount 31 1539
discounting in ) ,
respect of the Reinsurers' share 32
items shown at .
lines 11 to 18 Claims management costs 33
above Total (31-32+33) 39 1539
Prior financial years 41 (10} (10}
Split of line 29
This financial year 42
Il:lclc:-enls qclczurrlng prior o 51 1539 1539
Splitof line 39 IS Inancia year ___
Incidents occurring in this 52
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30032006:18:36:48

Currency rates
Name of insurer
Global business

Financial year ended

PEARL ASSURANCE PLC

31 December 2005

Form 36
Company GL/
registration ¢ day month year
number CM
R36 | 1419 GL 31{ 12 | 2005

Name of currency

Currency code | No. of units to
£ sterling

US Dollar

usbD 1.720400
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30032006:18:36:48

Long-term insurance business : Revenue account

Name of insurer
Total business / subfund

Financial year ended

PEARL ASSURANCE PLC
10 Summary
31 December 2005

Form 40

Units £000

Financial year Previous year

1 2

Income
Earned premiums 11 267796 333321
Investment income receivable before deduction of tax 12 681130 721185
::getﬁgeagc::izrﬁtase) in the value of non-linked assets brought 13 152908 461751
Increase (decrease) in the value of linked assets 14 33 {276)
Other income 15 91393 134195
Total income 19 1193260. 1650186
Expenditure
Claims incurred 21 1337794 1378543
Expenses payable 22 83849 93069
Interest payable before the deduction of tax 23 2523 2507
Taxation 24 95412 28498
Other expenditure 25 88361 132937
Transfer to {from) non technical account 26 66000
Total expenditure 29 1673939 1635554
Business transfers - in 3
Business transfers - oul 32
Increase {decrease) in fund in financial year (19-29+31-32}) 39 (480679} 14632
Fund brought forward 49 13142093 13097461
Fund carried forward (39+49) 59 12631414 13112093
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30032006:18:36:48

Long-term insurance business : Revenue account

Name of insurer PEARL ASSURANCE PLC
Total business / subfund 21 90:10

Financial year ended 31 December 2005

Units £000

Form 40

Financial year

Previous year

1 2
Income
Earned premiums 1" 247401 313447
Investment income receivable before deduction of tax 12 494538 502895
il:::;f.taﬁgz g:cl;zrnetase) in the value of non-linked assets brought 13 5737 449299
Increase (decrease) in the value of linked assets 14 33 (276)
Other income 15 2305 675
Total income 19 750014 1266040
Expenditure
Claims incurred 21 1103262 1135571
Expenses payable 22 71356 76724
Interest payable before the deduction of tax 23 2327 2338
Taxation 24 60330 26733
Other expenditure 25 88361 132937
Transfer to {from) non technical account 28
Total expenditure 29 1325636 1374303
Business transfers - in 3
Business transfers - out 32
Increase {decrease) in fund in financial year {19-29+31-32) 39 (575622) {108263)
Fund brought forward 49 9834108 9942371
Fund carried forward (39+49) 59 9258486 9834108
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30032006:18:36:48

Long-term insurance business ;: Revenue account

Name of insurer
Total business / subfund

Financial year ended

PEARL ASSURANCE PLC
32 0:100 PENSIONS
31 December 2005

Form 40

Urits £000

Financial year Previous year

1 2

Income
Eamed premiums ) 1" 673 236
Investment income receivable before deduction of tax 12 167875 176263
::lconiz:z gicl:jrneiase) in the value of nen-linked assets brought 13 124305 54133
Increase (decrease} in the value of linked assets 14 _
Other income 15 88248 132937
Total income 19 381101. 363569
Expenditure
Claims incurred 21 225460 224612
Expenses payable 22 7224 7967
Interest payable before the deduction of tax 23 196 169
Taxation 24 8062 (2575)
Other expenditure 25
Transfer to (from) non technical account 26 37500
Total expenditure 29 278442 230173
Business transfers - in )|
Business transfers - out 32
Increase (decrease) in fund in financial year {(19-29+31-32) 39 102659 133396
Fund brought forward 49 3008453 2875057
Fund carried forward (39+49) 59 3111112 3008453
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30032006:18:36:48

Long-term insurance business : Analysis of premiums

Name of ingurer

Total business / subfund

Financial year ended

PEARL ASSURANCE PLC
10 Summary
31 December 2005

Form 41

Units £000

UK Life UK Pension Overseas Total Financial | Total Previous

year year
1 2 3 4 5

Gross
Regular premiums 11 178011 87780 26579 329110
Single premiums 12 1889 4451 6340 8640
Reinsurance - external
Regular premiums 13 3873 3873 3749
Single premiums 14
Reinsurance - intra-group
Regular premiums 15 462 462 680
Single premiums - 16
Net of reinsurance
Regular premiums 17 173676 87780 261456 324681
Single premiums 18 1889 4451 6340 8640
Total
Gross 19 179900 92231 272131 337750
Reinsurance 20 4335 4335 4429
Net 21 175565 92231 267796 333321
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30032006:18:36:48

Long-term insurance business : Analysis of premiums

Name of insurer
Total business / subfund

Financial year ended

PEARL ASSURANCE PLC

21 90:10

31 December 2005

Form 41

Units £000

UK Life UK Pension Overseas Total Financial | Total Previous

year year
1 2 3 4 5

Gross
Regular premiums 1 156856 87107 243963 306707
Single premiums 12 (551} 4451 3900 7420
Reinsurance - external
Regular premiums 13
Single premiums 14
Reinsurance - intra-group
Regular premiums 15 452 462 680
Single premiums 16
Net of reinsurance
Regular premiums 17 156394 87107 243501 306027
Single premiums 18 {551) 4451 3900 7420
Total
Gross 19 156305 91558 247863 314127
Reinsurance 20 462 482 680
Net 21 155843 91558 247401 313447
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30032006:18:36:48

Form 41

Long-term insurance business : Analysis of premiums

Name of insurer PEARL ASSURANCE PLC

Total business / subfund 31 0:100 BLAGAB

Financial year ended 31 December 2005

Units £000

UK Life UK Pension Overseas Total Financial | Total Previous

year year
1 2 3 4 5

Gross
Regular premiums 1" 21155 21155 22167
Single premiums 12 2440 2440 1220
Reinsurance - external
Regular premiums 13 3873 3873 3749
Single premiums 14
Reinsurance - intra-group
Regular premiums 15
Single premiums 16
Net of reinsurance
Regular premiums 17 17282 17282 18418
Single premiums 18 2440 2440 1220
Total
Gross 19 23595 235395 23387
Reinsurance 20 3873 3873 3749
Net 21 19722 19722 19638
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30032006:18:36:48

Long-term insurance business : Analysis of premiums

Name of insurer
Total business { subfund

Financial year ended

PEARL ASSURANCE PLC
32 0:100 PENSIONS
31 December 2005

Form 41

Units £000

UK Life UK Pension Overseas Total Financial | Total Previous

year year
1 2 3 4 5

Gross
Regular premiums 11 673 673 236
Single premiums 12
Reinsurance - external
Regular premiums 13
Single premiums 14
Reinsurance - intra-group
Regular premiums 15
Single premiums 16
Net of reinsurance
Regular premiums 17 673 673 236
Single premiums 18
Total
Gross 19 673 673 236
Reinsurance 20
Net 21 673 673 236
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30032006:18:36:48

Form 42

Long-term insurance business : Analysis of claims

Name of insurer PEARL ASSURANCE PLC

Total business / subfund 10 Summary

Financial year ended 31 December 2005

Units £000

UK Life UK Pension Overseas Total Financial | Total Previous

year year
1 2 3 4 5

Gross
Death or disability lump sums | 11 85960 11142 97102 97847
Disability periodic payments 12
Surrender or partial surrender { 13 465186 240924 706110 691139
Annuity payments 14 5524 229219 234743 235702
Lump sums on maturity 15 221875 84258 306133 361577
Total 16 778545 565543 1344088 1386265
Reinsurance - external
Death or disab'il'it'y fump sums | 21 3152
Disability periodic payments | 22
Surrender or partial surrender | 23 1763 1763
Annuity payments 24
Lump sums on maturity 25
Total 26 1763 1763 3152
Reinsurance - intra-group
Death or disability lump sums | 31 198 126 174
Disability periodic payments 32
Surrender or partial surrender | 33 3710 3710 4396
Annuity paymenis 34
Lump sums on maturity 35 625 625
Total 36 4531 4531 4570
Net of reinsurance
Death or disabllity lump sums | 41 85764 11142 96906 94521
Disability pericdic payments 42
Surrender or partial surrender | 43 459713 240924 700637 686743
Annuity payments 44 5524 229219 234743 235702
Lump sums on maturity 45 221250 84258 305508 361577
Total 46 772251 565543 1337794 1378543
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30032006:18:36:48

Long-term insurance business : Analysis of claims

Name of insurer
Total business / subfund

Financial year ended

PEARL ASSURANCE PLC

21 90:10

31 December 2005

Form 42

——

Units £000

UK Life UK Pension Overseas Total ;;::mcial Totalyl::rvious

1 2 3 4 5

Gross
Death or disability lump sums | 11 78683 10490 89173 91814
Disability periodic payments | 12
Surrender or partial surrender | 13 468936 240898 709834 684257
Annuity payments 14 4471 4471 4489
Lurnp sums on maturity 15 220091 84224 304315 359601
Total 16 767710 340083 1107793 1140141
Reinsurance - external
Death or disability lump sums | 21
Disability periodic payments 22
Surrender or partial surrender | 23
Annuity payments 24
Lump sums on maturity 25
Total 26
Reinsurance - intra-group
Death or disability lump sums | 31 196 196 174
Disability periodic payments 32 :
Surrender or partial surrender | 33 3710 3710 4396
Annuity payments 34
Lump sums on malurity ki) 625 625
Total 36 4531 4531 ~ 4570
Net of reinsurance
Death or disability lump sums | 41 78487 10490 88977 91640
Disability periodic payments 42
Surrender or partial surrender | 43 465226 240898 706124 679861
Annuity payments 44 4471 4471 4489
Lump sums on maturity 45 219466 84224 303690 359601
Total 46 763179 340083 1103262 1135571
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30032006:18:36:48

Long-term insurance business ; Analysis of claims

Name of insurer
Total business / subfund

Financiat year ended

PEARL ASSURANCE PLC
31 0:100 BLAGAB
31 December 2005

Form 42

Units £000

UK Life UK Pension Overseas Total Financial | Total Previous

year year
1 2 3 4 5

Gross
Death or disability lump sums | 11 7277 7277 5636
Disability periodic payments 12
Surrender or partial surrender | 13 (3750) (3750} 6882
Annuily payments 14 5524 5524 7056
Lump sums on maturity 15 1784 1784 1938
Total 16 10835 10835 21512
Reinsurance - external
Death or disability lump sums | 21 3152
Disability periodic payments 22
Surrender or partial surrender | 23 1763 1763
Annuity payments 24
Lump sums on maturity 25
Total 26 1763 1763 3152
Reinsurance - intra-group
Death or disability lump sums | 31
Disability periodic payments 32
Surrender or partial surrender | 33
Annuity payments 34
Lump sums on maturity 35
Total 36
Net of reinsurance
Death or disability lump sums | 41 7277 7277 2484
Disability periodic payments 42
Surrender or partial surrender | 43 (5513) {5513) 6882
Annuity payments 44 5524 5524 7056
Lump sums on maturity 45 1784 1784 1938
Total 46 072 ao072 18380
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30032006:18:36:48

Long-term insurance business : Analysis of claims

Name of insurer
Total business / subfund

Financial year ended

PEARL ASSURANCE PLC

32 0:100 PENSIONS
31 December 2005

Form 42

Units £000

UK Life UK Pension Overseas Total Financial | Total Previous

year year
1 2 3 4 5

Gross
Death or disability lump sums | 11 652 652 397
Disability periodic payments 12
Surrender or pariial surrender | 13 26 26
Annuity payments 14 224748 224748 224177
Lump sums on maturity 15 34 34 a8
Total 16 225460 225460 224612
Reinsurance - external
Death or disability lump sums | 29
Disébility periodic payments 22
Surrender or partial surrender | 23
Annuity payments 24
Lump sums on maturity 25
Total 26
Reinsurance - intra-group
Death or disability lump sums | 31
Disability periodic payments 32
Surrender or partial surrender | 33
Annuity payments 34
Lump sums on maturily 35
Total 36
Net of reinsurance
Death or disability lump sums | 41 652 652 397
Disability periodic payments 42
Surrender or partial surrender { 43 26 26
Annuity payments 44 224748 224748 224177
Lump sums on maturity 45 34 34 38
Tatal 46 225460 225460 224612
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30032006:18:36:48

Long-term insurance business : Analysis of expenses

Form 43

Name of insurer PEARL ASSURANCE PLC
Total business / subfund 10 Summary
Financial year ended 31 December 2005
Units £000
UK Life UK Pension Overseas Total;;:?ncial Total;rae:Ious
1 2 3 4 5
Gross
Commission - acquisition 11
Commission - other 12
Management - acquisition 13
Management - maintenance 14 40977 42872 83849 63069
Management - other 15
Total 16 40977 42872 83849 93069
Reinsurance - external
Commission - acquisition 21
Commission - other 22
Management - acquisition 23
Management - maintenance 24
Management - other 25
Total 26
Reinsurance - intra-group
Commission - acquisition kY|
Commission - other 32
Management - acquisition 3
Management - maintenance 34
Management - other 35
Total 36
Net of reinsurance
Commission - acquisition 41
Commission - other 42
Management - acquisition 43
Management - maintenance 44 40977 42872 83849 93069
Management - other 45
Total 46 40977 42872 83849 93069
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30032006:18:36:48

Long-term insurance business : Analysis of expenses

Name of insurer
Total business / subfund

Financial year ended

PEARL ASSURANCE PLC

21 90:10
31 December 2005

Form 43

Units £000
UK Life UK Pension Overseas Tm'!z::'“cia‘ T°‘a';;’;"i°“5
1 2 3 4 5
Gross
Commission - acquisition 11
Commission - other 12
Manhagement - acquisition 13
Management - maintenance | 14 35708 35648 71356 76724
Maﬁagement - other 15
Total 16 35708 35648 71356 76724
Reinsurance - external
Commission - acquisition 24
Commission - other 22
Management - acquisition 23
Management - maintenance 24
Managernent - other 25
Total 26
Reinsurance - intra-group
Commission - acquisition 31
Commission - other 32
Management - acquisition 33
Management - maintenance 34
Management - other a5
Total 36
Net of reinsurance
Commission - acquisition 41
Commission - other 42
Management - acquisition 43
Management - maintenance 44 35708 35648 71356 76724
Management - other 45
Total 46 35708 35648 71356 76724
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30032006:18:36:48

Long-term insurance business : Analysis of expenses

Name of insurer
Total business / subfund

Financial year ended

PEARL ASSURANCE PLC

31 0:100 BLAGAB
31 December 2005

Form 43

Units £000

UK Life UK Pension Overseas Total Financial | Total Previous

year year
1 2 3 4 5

Gross
Commission - acquisition 11
Commission - other 12
Management - acquisition 13
Management - maintenance 14 5269 5269 8378
Management - other 15
Totat 16 5269 5269 8378
Reinsurance - external
Commission - acquisition 21
Commission - other 22
Management - acquisition 23
Management - maintenance 24
Management - cther 25
Total 26
Reinsurance - intra-group
Commission - acquisition 31
Commission - other 32
Management - acquisition 33
Management - maintenance 34
Management - other 35
Total 36
Net of reinsurance
Commission - acquisition 41
Commission - other 42
Management - acquisition 43
Management - maintenance 44 5269 5269 8378
Management - other 45
Total 46 5269 5269 8378
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30032006:18:36:48

Long-term insurance business : Analysis of expenses

Name of insurer
Total business / subfund

Financial year ended

PEARL ASSURANGE PLC
32 0:100 PENSIONS
31 December 2005

Form 43

Units £000
UK Life UK Pension Overseas Total;:la\:ncial TotaIyF:;vious
i 2 3 4 5
Gross
Cormmission - acquisition 11
Commission - other 12
Management - acquisition 13
Management - maintenance 14 7224 7224 7967
Management - other 15
Total ] 7224 7224 7967
Reinsurance - external
Commission - acquisition 21
Commission - other 22
Management - acquisition 23
Managernent - maintenance 24
Management - other 25
Total 26
Reinsurance - intra-group
Commission - acquisition kY|
Commission - other 3z
Management - acquisition a3
Management - maintenance 34
Management - other 35
Total 36
Net of reinsurance
Commission - acquisition 41
Commission - other 42
Managemenit - acquisition 43
Management - maintenance 44 7224 7224 7967
Management - other 45
Total 46 7224 7224 7967
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30032006:18:36:48

Long-term insurance business : Linked funds balance sheet

Name of insurer PEARL ASSURANCE PLC

Total business
Financial year ended 31 December 2005

Units £000

Internal linked funds (excluding cross investment)

Form 44

Financial year
1

Previous year
2

Directly held assets (excluding collective investment 1

schemes)

Directly held assets in collective investment schemes of 12

connected companies

Directly held assets in other collective investment schemes] 13 285 252
Total assets {excluding cross investment) {(11+12+13) | 14 285° 252
Provision for tax on unrealised capital gains 15

Secured and unsecured loans 16

Other liabilities 17

Tofal net assets (14-15-16-17) 18 285 - 252
Directly held linked asseis

Value of directly held linked assets 21

Total

Value of directly held linked assets and units held {18+21} | 31 285 252
Surplus units 32

Deficit units 33

Net unit liability {31-32+33) 34 285 252
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Long-term insurance business : Summary of new business
Name of insurer PEARL ASSURANCE PLG
Total business

Financial year ended 31 December 2005

Form 46

Units £000
UK Life UK Pension Overseas Total Financial | Total Previous
year year
1 2 3 4 5

Number of new policyholders/

scheme members for direct

insurance business

Regular premium business 11

Single premium business 12 1 6618 6619

Total 13 1 6618 6619

Amount of new regular

premiums

Direct insurance business 121 67 67

External reinsurance - ] 22

Intra-group reinsurance 23
|Total : 24 67 67

Amou..lnt of new single

premiums

Direct insurance business 25 10 87886 87896

External reinsurance 26

Intra-group reinsurance 27 82 793 a7s

Total 28 92 88679 88771
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Form 48

Long-term insurance business : Non- linked assets
Name of insurer PEARL ASSURANCE PLC
Category of assets 10 Total long term insurance business assets
Financial year ended 31 December 2005
Units £000

Expected Return on

Unadjusted Economic | income from | Yield before -
assets exposure assets in adjustment assgts n
column 2 financial year
1 2 3 4 5

Assets backing non-profit liabilities
and non-profit capital requirements
Land and buildings 11 28 203 9 3.76 ==
Approved fixed interest securities 12 2016030 2015999 102288 429 [
Other fixed interest securities 13 1220211 1268292 72238 4.86
Variable interest securities 14 76056 25556 1561 486
UK listed equity shares 15 26366 32421 2805 8.65
Non-UK listed equity shares 16 170 165 17 10.18 |3
Unlisted equity shares 17 555 486 20 4.12
Other assets 18 213069 209363 12978 5.95
Total 19 3552485 3552485 191916
Assets backing with-profits liabilities
and with-profits capital requirements
Land and buiidings 21 109551 802131 36404 378 17.04
Approved fixed interest securities 22 4094799 3640069 162783 412 917
Other fixed interest securities 23 1445597 1482525 77266 5.30 9.83
Variable interest securities 24 513823 924804 41861 5.05 8.19
UK listed equity shares 25 1914402 2354081 141962 6.03 17.37
Non-UK listed equity shares 26 29540 28662 630 220 15.09
Unlisted equity shares 27 336156 294539 11004 .77, (6.03)
Other assets 28 1961114 877271 19861 3.56 457
Total 29 10404982 10404982 491861 4.71 11.32
Overall return on with-profits assets
Post investment costs but pre-tax 11.16
Return aliocated to non taxable "asset shares' 12.72
Return allocated to taxable "asset shares’ 10.75
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‘ Form 48

Long-term insurance business : Non- linked assets
|
Name of insurer PEARL ASSURANCE PLC
l Category of assets 11 ;100 BLAGAB
Financial year ended 31 December 2005
» Units £000
|
Expected Return on
Unadjusted Economic | income from | Yield before -
i assets exposure assets in adjustment asse_ts n
. coiumn 2 financial year
\ : 1 2 3 4 5
I Assets backing non-profit liabilities
. and non-profit capital requirements
‘ J Land and buildings 1
Approved fixed interest securities 12 79952 79952 4812 4.29
l Other fixed interest securities 13 17094 17094 1296 5.05
- Variable interest securities 14
{ ' UK listed equity shares 15
Non-UK listed equity shares 16
: Unlisted equity shares 17
( : Other assets 18 203524 203524 T 12246 6.02
Total 19 300570 300570 18354 - 550
X ' Assets backing with-profits liabilities
and with-profits capital requirements
' ’ Land and buildings 21
[ : Approved fixed interest securities 22
‘ Other fixed interest securities 23
l Variable interest securities 24
UK listed equity shares . 25
‘ . Non-UK listed equity shares 26
Unlisted equity shares 27
' : Other assets 28
Total 29

? ; Overall return on with-profits assets

Post investment cosis but pre-tax

l ' Return allocated to non taxable ‘asset shares’

Return allocated to taxable 'asset shares'
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Form 48
Long-term insurance business : Non- linked assets
Name of insurer PEARL ASSURANCE PLC
Category of assets 12 0:100 PENSIONS
Financial year ended 31 December 2005
Units £000
Unadjusted Economic inizzf: :ﬁ:m Yield before Return on
assets exposure assets in adjustment asse-ts n
column 2 financial year
1 2 3 4 5
Assets backing non-profit liabilities
and non-profit capital requirements
Land and buildings 11
Approved fixed interest securities 12 1844389 1844389 93356 4.29 |
Other fixed interest securities 13 1114608 1160428 66211 4.84
Variable interest securities 14 50553 5746 536 474
UK listed equity shares 15
Non-UK listed equity shares 16
Unlisted equity shares 17
Other assels 18 2113 1100 633 430
Total 19 3011663 3011663 160736 4.50
Assets backing with-profits liabilities
and with-profits capital requirements
Land and buildings 21
Approved fixed interest securities 22
Other fixed interest securities 23
Variable inierest securities 24
UK listed equity shares 25
Non-UK listed equity shares 26
Unlisted equity sh_ares 27
Other assets 28
Total 29

Overall return on with-profits assets

Post investment costs but pre-tax

Return allocated to non taxable ‘asset shares’

Return allocated to taxable 'asset shares'
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Form 48
Long-term insurance business : Non- linked assets
Name of insurer PEARL ASSURANCE PL.C
Category of assets 13 90:10
Financial year ended 31 December 2005
Units £000
Expected . Return on
Unadjusted Economic income from | Yield before .
assets exposure assets in adjustment asse?ts in
column 2 financial year
1 2 3 4 5
Assets backing non-profit liabilities
and non-profit capital requirements
Land and buildings 11 28 203 9
Approved fixed interest securities 12 91689 91658 4120
Other fixed interest securities 13 88509 90770 4731
Variable interest securities 14 25503 19810 1025
UK listed equity shares 15 26366 32421 2805
Non-UK listed equity shares 16 170 165 17
 [Uniisted equity shares 47 555 486 20
Other assets 18 7432 4739 99
Total 19 240252 240252 12826
Assets backing with-profits liabilities
and with-profits capital requirements
Land and buildings 21 109551 802131 36404 3.76 17.04
Approved fixed interest securities 22 4094799 3640962 162783 4.12 9.17
Other fixed interest securities 23 1445597 1482525 77266 5.30 9.83
Variable interest securities 24 513823 924804 41861 5.05 8.19
UK listed equity shares 25 1914402 2354081 141962 5.03 17.37
Non-UK listed equity shares 26 29540 28662 630 2.20 15.09
Unlisted equity shares 27 336156 294539 11094 377 (6.03)
Other assels 28 1961114 877271 19861 3.56 4.57
Total 29 10404982 10404982 491861 4.71 11.32
Overall return on with-profits assets
Post investment costs but pre-tax 11.16
Return allocated to non taxable "asset shares' 12.72
Return allocated to taxable 'asset shares' 10.75
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Form 49
Long-term insurance business : Fixed and variable interest assets
Name of insurer PEARL ASSURANCE PLC
Category of assets 10 Total long term insurance business assets
Financial year ended 31 December 2005
Units £000
Value of assets Mean term Y'e.ld before Y'.eld after
adjustment adjustment
1 2 3 4
UK Government approved fixed
interest securities 11 3774122 11.27 4.1 4.11
Other approved fixed interest 21 1882846 10.14 432 4.27
securities
Other fixed interest securities
AAA/Aaa 31 613316 10.82 4.46 4.37
AA/Aa - 32 596195 9.63 492 4.75
AA 33 1025517 9.21 5.02 4.72
BBB/Baa 34 293899 8.66 5.37 4.66
BB/Ba 35 60112 6.94 6.59 4.41
B/B [ 36 121942 7.48 8.96 3.49
CCC/Caa 37 647 7.04 10.99 418
Other (including unrated) a8 39189 8.19 412 4.07
Totai other fixed interest 39 2750817 9.46 510 4.57
securities
Approved variable interest # 530773 14.96 4.05 4.05
securities
Other variable interest securities o 419587 5.38 6.28 4.83
Total (11+21+39+41+51) 61 9358145 10.46 4,54 4.30
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Form 49
Long-term insurance business : Fixed and variable interest assets
Name of insurer PEARL ASSURANCE PLC
Category of assels 11 0:100 BLAGAB
Financial year ended 31 December 2005
Units £000
Value of assets Mean term Y'e.ld before Y'?Id after
adjustment adjustment
1 2 3 4
UK Government approved fixed
interest securities 11 79952 6.62 4,29 4.29
Other approved fixed interest 21
securities
Other fixed interest securities
AAA/Aza 31 1536 8.1 4.86 4.75
AAJAa 32 6063 10.54 4.87 4.68
AA a3 8640 3.61 5.11 4.92
BBB/Baa 34 855 6.38 6.00 5.28
BB/Ba 35
B/B 36 :
CCC/Caa 37
Other (including unrated) 38
Total other fixed interest 39 17004 661 5.05 4.84
securities
Approved variable interest a1
securities
Other variable interest securities 51
Total (11+21+39+41+51) 61 97046 6.62 4.42 4.39
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Form 49
Long-term insurance business : Fixed and variable inferest assets
Name of insurer PEARL ASSURANCE PLC
Category of assels 12 0:100 PENSIONS
Financial year ended 31 December 2005
Units £000
Value of assets Mean term Y'e.ld hefore Y'?Id after
adjustment adjustment
1 2 3 4
UK Government approved fixed
interest securities 11 333102 8.17 4.15 415
Other_a_pproved fixed interest 2 1511287 10.46 4.32 4.30
securities
Other fixed interest securities
AAA/Aza ki 319529 9.71 4.64 4.54
AAAZ 32 309745 11.01 478 4.60
AR 33 488390° 9.52 4.96 4.65
BBB/Baa 34 42694 7.95 5.52 4.89
BB/Ba 35
B/B 36
CCC/Caa 37
Other (including unrated) 38
Total other fixed interest 39 1160428 9.91 4.84 462
securities
Approved variable interest # 5096 10.17 4.44 4.44
securities
Other variable interest securities L] 850 11.12 7.05 6.67
Total (11+21+39+41+51) 61 3010563 9.99 4.50 4.41
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Form 49
Long-term insurance business : Fixed and variable interest assets
Name of insurer PEARL ASSURANCE PLC
Category of assets 13 90:10
Financial year ended 31 December 2005
Units £000
Yield before Yield after
Value of assets Mean term adjustment adjustment
1 2 3 4
UK Government approved fixed
interest securities L 3361068 11.69 4.10 4.10
Other_a_pproved fixed interest 21 371559 8.86 432 415
securities
Other fixed interest securities
AAAJAza =y 292181 12.04 4.26 418
AAJAa 32 280387 8.09 5.09 4.91
AA, 33 528487 9.02 5.08 4.78
BBB/Baa 34 250350 8.79 5.34 4.61
BB/Ba 35 60112 6.94 6.59 4.41
B/B 36 121942 7.48 8.96 3.49
CCC/Caa 37 647 7.04 10.99 418
Other (including unrated) 38 39189 8.19 412 4.07
Total other fixed interest 39 1573295 9.16 5.30 4.53
securities
Approved variabls interest 4 525677 15.01 4.05 4.05
securities
Other variable interest securities 51 418937 5.37 6.28 483
Total {11+21+39+41+51) 61 6250536 10.74 4.56 4.25
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Long-term insurance business : Summary of mathematical reserves

Name of insurer
Total business / subfund

Financial year ended
Units

PEARL ASSURANCE PLC
10 Summary
31 December 2005

Form 50

£000
UK Life UK Pension Overseas Total Financial | Total Previous
year year
1 2 3 4 5
Gross
Form 51 - with-profits 1 1802489 1749019 3551508
Form 51 - non-profit 12 152652 3138816 3291468
Form 52 13 1434903 3935062 5369965
Form 53 - linked 14 10359 10359
Form 53 - non-linked 15 375 34794 35169
Form 54 - linked 16 2 89805 89807
Form 54 - non-linked 17 777 777
Total 18 3400780 8948273 12349053
Reinsurance - external
Form 51 - with-profits 21
Form 51 - non-profit 22 249 249
Form 52 23
Form 33 - linked 24
Form 53 - non-tinked 25
Form 54 - linked 26 2 2
Form 54 - non-linked 27
Total 28 251 251
Reinsurance - intra-group
Form 51 - with-profits n
Form 51 - non-profit 32
Form 52 33
Form 53 - linked 34 10074 10074
Form 53 - non-linked 35 369 369
Form 54 - linked 36
Form 54 - non-linked 37
Total 38 10443 10443
Net of reinsurance
Form 51 - with-profits 41 1802489 1749019 3551508
Form 51 - nen-profit 42 152403 3138816 3291219
Form 52 43 1434903 3935062 5369965
Form 53 - linked 44 285 285
Form 53 - non-linked 45 5] 34794 34800
Form 54 - linked 46 89805 89805
Form 54 - non-linked 47 777 777
Total 43 3390086 8948273 12338359
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Form 50

Long-term insurance business : Summary of mathematical reserves

Name of insurer PEARL ASSURANCE PLC
Total business / subfund 21 90:10
Financial year ended 31 December 2005
Units
£000
UK Life UK Pension Overseas Total Financial | Total Previous
year year
1 2 3 4 5
Gross
Form 51 - with-profits 11 1802489 1749019 3551508
Form 51 - non-profit 12 45578 1568442 204020
Form 52 13 1434903 3935062 5369965
Form 53 - linked 14 10359 10359
Form 53 - non-linked 15 375 34794 35169
Form 54 - linked 16
Form 54 - non-linked 17
Total 18 3293704 5877317 _ 9171021
Reinsurance - external
Form 51 - with-profits 21
Form 51 - non-profit 22
Form 52 23
Form 53 - linked 24
Form 53 - non-linked 25
Form 54 - linked 26
Form 54 - non-linked 27
Total 28
Reinsurance - intra-group
Form 51 - with-profits kY|
Form 51 - non-profit 32
Form 52 33
Form 53 - linked 34 10074 10074
Form 53 - non-linked 35 369 369
Form 54 - linked 6
Form 54 - non-linked Ly
Total a3 10443 10443
Net of reinsurance
Form 51 - with-profits 41 1802489 1749019 3551508
Form 51 - nen-profit 42 45578 158442 204020
Form 52 43 1434903 3935062 5369965
Form 53 - linked 44 285 285
Form 53 - non-linked 45 6 34794 34800
Form 54 - linked 45
Form 54 - non-linked 47
Total 48 3283261 5877317 9160578
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Long-term insurance business : Summary of mathematical reserves

Name of insurer
Total business / subfund

Financiat year ended
Units

PEARL ASSURANCE PLC
31 0:100 BLAGAB
31 December 2005

Form 50

£000
UK Life UK Pension Overseas Tmal;;:f"dal Totalyl:::rwous
1 2 3 4 5
Gross
Form 51 - with-profits 11
Form 51 - non-profit 12 107074 107074
Form 52 13
Form 53 - linked 14
Form 53 - non-linked 15
Form 54 - linked 16 2 2
Form 54 - non-linked 17
Total 18 107078 107076
Reinsurance - external
Form 51 - with-profits 21
Form 51 - non-profit 22 249 249
Form 52 23
' |Form 53 - linked 24
Form 53 - non-linied 25
Form 54 - linked 26 2 2
Form 54 - non-linked 27
Total 28 251 251
Reinsurance - intra-group
Form 51 - with-profits 3
Form 51 - non-profit 32
Form 52 33
Form 53 - linked 34
Form 53 - non-linked 35
Form 54 - linked 36
Form 54 - non-linked 37
Total 38
Net of reinsurance
Form 51 - with-profits 4
Form 51 - non-prefit 42 106825 106825
Form 52 43
Form 53 - linked 44
Form 53 - non-linked 45
Form 54 - linked 46
Form 54 - non-linked 47
Total 48 106825 106825
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Form 50

Long-term insurance business : Summary of mathematical reserves

Name of insurer PEARL ASSURANCE PLC
Total business / subfund 32 0:100 PENSIONS
Financial year ended 31 December 2005
Units
£000
UK Life UK Pension Overseas Total Financial | Total Previcus
year year
1 2 3 4 5
Gross
Form 51 - with-profits 11
Form 51 - non-profit 12 2980374 2980374
Form 52 13
Form 53 - linked 14
Form 53 - non-linked 15
Form 54 - linked 16 89805 89805
Form 54 - non-linked 17 777 777
Total 18 3070956 . 3070956
Reinsurance - external
Form 51 - with-profits 21
Form 51 - non-profit 22
Form 52 23
Form 53 - linked 24
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 32
Form 52 33
Form 53 - linked 34
Form 53 - non-linked 35
Form 54 - linked 36
Form 54 - non-linked 37
Total 38
Net of reinsurance
Form 51 - with-profits 41
Form 51 - non-profit 42 2980374 2980374
Form 52 43
Form 53 - linked 44
Form 53 - non-linked 45
Form 54 - linked 46 89805 89805
Form 54 - non-linked 47 777 777
Total 48 3070956 3070956
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30032006:18:36:48

Long-term insurance business : Index linked husiness
Name of insurer PEARL ASSURANCE PLC
Total business

31 December 2005

£000

Financial year ended

Units

Form 56

Type of assets and liabilities

Name of index link

Value of assets or

Gross derivative

liabilities value
1 2 3
Variable yield approved securities. RPI 89805
Total assets 89805
Total liabilities
Net total assets 89805
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Form 57
Long-term insurance business: analysis of valuation interest rate
Name of insurer PEARL ASSURANCE PLC
Subfund 21 90:10
Financial year ended 31 December 2005
Units £000
Netwanamsical | Nevsndon | Grossaiaton | "igon
matching assets
1 2 3 4 5
UKL WP code 100/120M125 1235168 3.60 4,01 4.41
UKL WP code 105/130/215 381467 3,40 4.13 4.50
UKL WP code 125 154279 3.00 3.75 4.20
UKL WP code 155 18252 4.80 5.05 5.56
UKL WP code 155 9469 4.00 427 553
UKL WF code 500 424642 3.10 3.84 4.25
UKL WP code 506 226423 3.80 3.80 4.16
UKL WP code 515 17589 3.00 3.75 4.20
UKL WP code 500/505/515/575 776332 290 3.63 4,09
UKL NF code 300 64 4.00 427 5.53
UKL NP Codg 310 32097 340 4.13 4.50-
UKL NP cade 300/380 181 4.80 5.05 5.56
UKL NP code 300/435 13236 3.60 4.01 4.41
UKP WP code 155 574479 4.00 4.00 4.34
UKP WP code 155/165/210 1085751 4.50 4.50 4.84
UKP WP code 200 73114 3.70 3.7¢ 4.02
UKP WP code 525 335112 3.80 3.80 4.13
UKP WP code 5§35 134241 4.60 4.60 5.21
UKP WP code 545 2877873 3.80 3.80 4.13
UKP WP code 545 579277 3.70 3.70 4,22
UKP WP code 545 17443 242
UKP NP code 300/3590 39035 4.00 4.00 4.31
UKP NP code 3007390 118407 4.50 4.50 4.82
UKP NP code 605 957 3.80 3.80 412
Misc 3833
Total 9125771
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Form 57
Long-term insurance business: analysis of valuation interest rate
] MNarme of insurer PEARL ASSURANCE PLC
' Subfund 32 0:100 PENSIONS
l Financial year ended 31 December 2005
]* [ Units £000
' " . Risk adjusted
Product group Net mathematical Net valuation Gross valuation yield on
reserves interest rate Iinterest rate
matching assets
1 2 3 4 5
I ' UKF NP code 400 2051894 412 5.15 4.39
UKP NP code 400 915525 4.13 413 4.35
UKP NP code 325 12956 413 4.13 4.76

Total 2980375
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Long-term insurance business : Distribution of surplus
Name of insurer PEARL ASSURANCE PLC
Total business / subfund 10 Summary
Financial year ended 31 December 2005

Units £000

Valuation resuit

Form 58

Financial year
1

Previous year
2

Fund carried forward 1" 12631414 13112093
Bonus payments in anticipation of a surplus 12 71678 73662
Transfer to non-technical account 13 66000

Transfer to other funds / parts of funds 14

Subtotal (11 to 14) 15 12769092 13185755
Mathematical reserves 21 12338359 12781135
e o g e rsenes el tonars | g
Composition of surplus

Balance brought forward k3| 302502 214110
Transfer from non-technical account 32

Transfer from other funds / parts of fund a3

Sumlus arising since the last valuation 34 128231 190510
Total 39 430733 404620
Distribution of surplus

Bonus paid in anticipation of a surplus 41 71678 73662
Cash bonuses 42

Reversionary bornuses 43 18908 28456
Other bonuses 44

Premium reductions 45

Total allocated to policyholders (41 to 45) 46 20586 102118
Net transfer out of fund / part of fund 47 66000

Total distributed surplus (46+47}) 48 156586 102118
Surplus carried forward 49 274147 302502
Total (48+49}) 59 430733 404620
Percentage of distributed surplus allocated to policyholders

Current year 61

Current year - 1 62

Current year - 2 63

Current year - 3 64
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Long-term insurance business : Distribution of surplus

Name of insurer
Total business f subfund 21 90:10
Financial year ended 31 December 2005

Units £000

Valuation result

PEARL ASSURANCE PLC

Form 58

Financial year
1

Previous year
2

Fund carried forward 11 9258486 9834108
Bonus payments In anticipation of a surplus 12 71678 73662
Transfer to non-technical account 13

Transfer to other funds / parts of funds 14

Subtotal (11 to 14) 15 9330164 9907770
Mathematical reserves 21 9160578 9706652
B g oyt s e P s | g
Composition of surplus

Balance brought forward 31 99000 2500
Transfer from non-technical account 32

Transfer from other funds / parts of fund a3

Surplus arising since the last valuation 34 70586 198618
Total 39 169586 201118
Distribution of surplus

Bonus paid in anticipation of a surplus 41 71678 73662
Cash bonuses 42

Reversionary bonuses 43 18908 28456
Other bonuses 44

Premium reductions a5

Total allocated to policyholders (41 to 45) 46 90586 102118
Net transfer out of fund / part of fund 47

Total distributed surplus (46+47) 48 90586 102118
Surplus carried forward 49 79000 98000
Total (48+49) 59 169586 201118
Percentage of distributed surplus allocated to policyholders

Currenl year 61 100.00 100.00
Current year - 1 62 100.00 100.00
Current year - 2 63 100.00 95.48
Current year - 3 64 95.48 90.26
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Long-term insurance business : Distribution of surplus

Name of insurer PEARL ASSURANCE PLC
31 0:100 BLAGAB

31 December 2005

Units £000

Total business / subfund

Financial year ended

Valuation result

Form 58

Financial year
1

Previous year

2

Fund carmried forward 11 261816 269532
Bonus payments in anticipation of a surplus 12

Transfer to non-technical account 13 28500

Transfer to other funds / parts of funds 14

Subtotal (11 to 14) 15 290316 269532
Mathematical reserves 21 106824 111256
o e ey s esees el ot |
Composition of surplus

Balance brought forward 31 158276 162205
Transfer from non-technical account 32

Transfer from other funds / parts of fund 33

Surplus arising since the last valuation 34 25216 (3929
Total 39 183492 158278
Distribution of surplus

Bonus paid in anticipation of a surplus 41

Cash bonuses 42

Reversionary bonuses 43

Other bonuses 44

Premium reductions 45

Total allocated to policyholders (41 to 45) 46

Net transfer out of fund / part of fund 47 28500

Total distributed surplus (46+47) 48 28500

Surplus carried forward 49 154992 158276
Total (48+49) 59 183492 158276
Percentage of distributed surplus aliocated to policyholders

Current year 61

Current year - 1 62

Current year - 2 63

Current year - 3 64

1
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Long-term insurance business : Distribution of surplius

Name of insurer
Total business / subfund
Financial year ended

Units £000

Valuation result

PEARL ASSURANCE PLC
32 0:100 PENSIONS
31 December 2005

Form 58

Financial year
1

Previous year
2

Fund carried forward 1 3111112 3008453
Bonus payments in anticipation of a surplus 12

Transfer to non-technical account 13 37500

Transfer to other funds / paris of funds 14

Subtotal (11 to 14) 15 3148612 3008453
Mathematical reserves 21 3070957 2963227
e e esees e vt | g
Composition of surplus

Balance brought forward k| 45228 48405
Transfer from non-technical account 32

Transfer from other funds / parts of fund 33

Surplus arising since the last valuation 34 32429 (4179)
Total 39 77655 45226
Distribution of surplus

Bonus paid in anticipation of a surplus M

Cash bonuses 42

Reversionary bonuses 43

Other bonuses 44

Premium reductions 45

Total allocated to policyholders (41 to 45) 46

Net transfer out of fund / part of fund a7 37500

Total distributed surplus (46+47) 48 37500

Surplus carried forward 49 40155 45226
Total (48+49) 59 77655 45226
Percentage of distributed surplus allocated to policyholders

Current year 61

Current year - 1 62

Current year - 2 63

Current year - 3 64
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Form 60

Long-term insurance capital requirement

Name of insurer PEARL ASSURANCE PLC

Global business

Financial year ended 31 December 2005

Units £000

LTICR Gross Net Reinsurance LTICR LTICR
factor reserves / reserves / factor Financlal Previous
capital at capital at year year
risk risk
1 2 3 4 5 6

Insurance death risk capital component

Classes |, lland IX 1" 0.1%

Classes {, Il and IX 12 | 0.15% 0.88

Classes |, lland IX 13 0.3% 7702096 6755510 20267 23112
Classes Ill, VIl and VIl 14 10574 16 38
Total 15 7712670 6755510 20283 23150
Insurance health risk capital component

Class IV and : siel

supplementary classes 21 93 93
land2

Insurance expense risk capital component

Classes I, Il and iX 31 1% 12278427 12278185 1.00 122782 128098
(Cl:r':ii‘f; 2:;";';;"" VI 132 19 78771 78771 1.00 788 898
1‘2_:‘;;:;2'“‘;2;2"3(2'1) 3| 1% 291 291 1.00 3 3
:.":)i;sesr?s i1, VIl and Vil 24 25% : 15

Class vV 35 1% 76 101
Class V 36 1%

Class VI 37 1%

Total 38 123664 129400
Insurance market risk capital component

Classes |, Il and IX 41 3% 12278427 12278185 1.00 368346 384295
ﬁlﬁi‘f:’ "3':1'1‘:1.';3““ VI Lo | 3% 78771 78771 2363 2693
e v | @0

Classes lIl, VIl and VIl a4 0% 10443

other)

Class IV 45 3% 8988 20 0.85 229 303
Class V 46 0%

Class VI 47 3%
Total 48 12376920 12357267 370938 387291
Long term insurance 51 514978 539534

capital requirement
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Returns under the Accounts and Statements Ruies

l Supplementary Notes

PEARL ASSURANCE PLC

N Global Business

Financial year ended 31st December 2005

‘ Appendix 9.1

J | *0201*

{,
i
|
}
I
|
¥

(a)

(b)

Modification to the Return

The FSA, on the application of the firm, made a direction in December 2003 under
section 148 of the Act. The effect of the direction is to modify IPRU (INS) rule 5.11
so that the firm must calculate the rate of interest to be used in caiculating the
present value of future payments by, or to, the firm on the basis of the respective
aggregate yields for the firm’s life and pensions 0:100 funds. However, the direction
only applies to the fixed interest securities considered by the firm's Appointed
Actuary to be backing the firm's non-profit, non-linked, immediate annuity business.
For the purposes of the direction, ‘aggregate vield’ means the rate of interest which
equates the discounted value of the aggregate cash flows on the asset portfolic with
the total market value of the asset portfolio.

The Financial Services Authority, on the application of the firm, made a direction in
December 2003, which it varied in May and November 2004. The effect of the
direction (as varied) is to enable the firm to apply a long-term insurance business
amount of 5% to investments in collateralised debt obligations, in aggregate. £532
million in line 43 of Form 13 relates to the firm’s investments in those assets.

Shareholder undertaking of Pearl Assurance plc

The insurer has complied with the undertaking dated 31st October 2003 as referred
o in supplementary notes 1407 and 5803.

Reconciliation of net admissible asseis to total capital resources after
deductions

2005 2004
£'000 £'000
Form 13 line 89 (total other than long term insurance 1,221,492 1,192,014
business assets)
Form 13 line 89 ({itotal long term insurance business 14,082,351 13,901,431
assets)
Less Form 14 line 71 12,691,203 13,139,828
Less Form 15 line 69 691,254 717,886
Net Admissible Assets 1,921,386 1,235,731
Capital resources requirement of regulated related 295,897 23,217
undertakinas
Difference in valuation of regulated related undertaking 11,034
Total capital resources 2,217,283 1,537,982
Form 3 line 79 2,217,283 1,537,982
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Appendix 9.1 (continued)

*0307*

*0310*

Financial reinsurance accepted

The insurer has entered into a Surplus Relief Reassurance Arrangement
with London Life Limited. Under this arrangement the insurer agreed to
accept risk in respect of all the [ong-term business other than business
of the “Life With-Profit Fund” of London Life Limited.

The entry on Form 3 line 93 represents a contingent premium due from
London Life Limited which equals the liability of £22,000 (2004: £22,000)
included in Form 51.

Valuation differences

Positive valuation differences within Form 3 line 14 in respect of liabilities
where valuation in PRU is lower than the valuation that the insurer uses for
external financial reporting purposes.

————

2005 2004
£000 £00
Deferred Taxation (46,130) (6.061 I
Corporation Taxation 3,500 500
Actuarial valuation differences
- 0:100 Pensions (15,000)
- 90:10 871,158 {57,025)
FSA Provision for reasonably foreseeable adverse (5,60M
variations ) -
813,528 (68,18.)
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Appendix 9.1 {(continued)

*1301*

*1305*

*1308*

*1309*

Unlisted and listed investments

£'000
Unlisted Investments valued in accordance with the rules in 3
PRU 1.3
Total 3

The above amount falls within any of lines 41, 42, 46 or 48 of Form 13 for other than
long term business.

Counterparty limits

The maximum counterparty exposure for other than long term insurance business
during 2005 permitted by the insurer's investment guidelines was £69.1 million

(2004 £72.2 million).

The maximum exposures permitted for other than approved counterparties were
£34.6 million (2004: £36.1 million).

With the exception of investments in group undertakings, there were no investments
exceeding these limits during the financial year.

Unlisted and listed investments

£000
Unlisted Investments valued in accordance with the rules in PRU 1.3 460,600
Listed Investments valued in accordance with the rules in PRU 1.3 and 6,700
which are not readily realisable

Total 467,300

The above amounts fall within any of lines 41, 42, 46, or 48 of Form 13 for long term
business.

Hybrid securities

The aggregate value of those investments falling within lines 46 or 48 of Form 13,

Total long term insurance business assets which are hybrid securities is
£516.9million (2004: £341.9million).
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Appendix 9.1 (continued)

*1312*

*1401*

*1405*

Counterparty limits

The maximum counterparty exposure for long term insurance business during 2005
permitted by the insurer's investment guidelines was £1,310 million (2004: £1,370
million).

The maximum exposure permitted for other than approved counterparties was £655
million (2004: £685 million).

With the exception of aggregate exposures with non-regulated closely connected
parties, there were no investments exceeding these limits during the financial year.

Counterparty exposure at the end of the financial year

There were four cases where the 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
requirement and the long-term insurance liabilities, excluding property linked
benefits and net of reinsurance ceded. In three of the cases, where the total amount
of the exposure was £5,655 million, the asseis which gave rise to the exposure
were approved interest bearing securities. In the one remaining case the exposure
was £1,073 million, where the assets giving rise to the exposure were holdings in
authorised collective investment schemes.

Provision for reasonably foreseeable adverse variations

No provision for reasonably foreseeable adverse variations Is required in the long
term business (2004: £5.6 million). The long term insurance business has no
obligations to transfer assets or pay monetary amounts arising from either derivative
contracts or quasi derivative contracts that are not covered.

The analysis of Form 14 line 74 is disclosed within note 0310 above.
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Appendix 8.1 (continued)

*1402*

(a)
{b)

(€)

(d)

(e)

Liabilities
There are no charges over assets,

The total potential liability to taxation on capital gains, which might arise if the
insurer were to dispose of its long term insurance business assets, is £58 million
(2004: £47 million). In accordance with FRS 19, the discounted value of £50 million
(2004: £40 million) for this liability has been recognised together with further
deferred tax liabilities totalling £11 million (2004: deferred tax assets £9 million) to
give the figure of £61million (2004: £31 million) shown on line 21 of Form 14,

In common with other life insurers in the United Kingdom, which have wriiten
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 both from detailed file reviews of
specific cases and from a statistical review of other outstanding cases, are included
in the mathematical reserves. The insurer has used the guidelines referred to in the
paragraph below to determine reasonable estimates on information available to
date. '

The Personal Investment Authority (P1A) issued guidelines in 1995 on the analysis
of cases by priority and the method of calculation of compensation. The provision
included in the Peak 1 mathematical reserves for Phase 1 cases is £573 million
(2004: £496 million). The provision included in the Peak 1 mathematical reserves
for Phase 2 cases is £7 million (2004: £8 million).

Included in the Peak 1 mathematical reserves are also provisions for additional
associated costs of £12 million (2004: £14 million).

Following consultation with the head of actuarial function, the directors are of the
opinion that the provisions will not impact on the reasonable expectations of
policyholders.

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

In the opinion of the directors, there are no other fundamental uncertainties affecting
the financial position of the insurer.
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*1407*

*1501*

*1502*

(a)

(b)

(c)

(d)

*1511*

*1601*

Shareholder Undertaking of Pearl Assurance

All items of revenue and expenditure in relation to the Earmarked Portfolio within
the 90:10 fund are summarised in the revenue account below. The Earmarked
Portfolio forms part of the excess assets recorded in Form 14 line 51.

2005 2004
£000 £'000
Funds brought forward 27,905 17,660
Investment Income 1,280 738
Expenses Payable (18) (11)
Taxation ) (104) (65)
Transfer to/from Earmarked Portfolic 8,937 9,583
. Fund carried forward 38,000 27,905

Provision for reasonably foreseeable adverse variations

No provision for reasonably foreseeable adverse variations is required in the other
than long term business. The other than long term business has no obligations to
transfer assets or pay monetary amounts arising from either derivative confracts or
quasi derivative contracts,

Liabilities

There are no charges over assets.

The total potential liability to taxation on capital gains which might arise if the insurer
were to dispose of its other than long term insurance business assets is nil, and
therefore a nil provision (2004: nil) has been included in line 21 of Form 15.

The insurer has no forward commitments in respect of group undertakings (2004:
nil). The insurer has no guarantees, indemnities or other contractual commitments
affected other than in the ordinary course of its insurance business in respect of
related companies.

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

Form 15 line 12 includes £5,623,953 of discounting adjustment, this was disclosed
within line 16 in 2004,

Basis of conversion of foreign currency

Assets and liabilities denominated in a foreign currency are translated using the

closing rate method. Exchange differences on opening net assets are dealt with in
the profit and loss account.
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*1602* Brought forward amounts

(: . *1603*

——n

‘ i *1700*

|
)~ *1701*

*M702*

Some of the brought forward amounts shown in Forms 11 and 12 have been
restated from the corresponding carried forward amounts included in the previous

year's return due to the reconversion of foreign currency amounts at a different rate

of exchange. :

Other income and charges

The total of other income and charges for 2005 is a charge of £16,845,000 (2004: a

charge of £29,368,000), comprising:

2005 2004
£'000 _£'000
Interest payable on loans from NPI Holdings Ltd (14,822) (14,167)
Interest payable on loan from National Provident Life Ltd (2,052) (2,002)
Amortisation of £900,000 excess on loan from (180) (360)
Pearl Assurance Group Holdings Ltd
Virgin Money provision for indemnities - (12,000)
Legal fees - (76)
Proféssional fees (1,237) {762)
Churchill commission received 1,547 -
Project Fees (107) -
Other (charges)/income 6 (1
(16,845) (29,368)

Analysis of derivative contracts
In respect of Form 17 Other than long term insurance business assets and Form 17
Total long term insurance business assets — 0:100 BLAGAB, all amounts required

to be shown (including comparatives) would be zero and these Forms have not
been included in the return.

Variation margin

The insurer had no liability to repay "excess" variation margin at the end of the
financial year. Variation margin received is included in line 44 of Form 13.

Holdings of quasi-derivatives
The aggregate value at the end of the financial year of assets and contracts having

the effect of derivatives (quasi derivatives} did not exceed 2.5% of the business
amount.
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Appendix 9.2
*20Ai*
Amounts on Form 20A include business transferred in from Hallmark Insurance
Company Limited to Pearl Assurance plc on 31 March 1996 as follows:
Risk Category Reported IBNR Unearned
premiums
271 25 37 NIL
273 120 43 NIL
*20Aj5* Contracts of insurance on discontinued business
No new contracts of insurance were affected during the year for the following
classes: .
Authorisation Class - Date of last contract effected
1. Accident and health July 2001
2.  Motor July 2001
3.  Aviation December 1993
4.  Marine September 1992
5. Transport July 2001
6. Property July 2001
8. Miscellanecus and Pecuniary Loss Juiy 2001
*2007* Materiai connected-party transactions
During the year, the insurer settled an interest free loan of £30 million which it held
with Pearl Gl Limited. No further liability exists in connection with this loan.
*2102* Unearned premiums
Unearned premiums are calculated as the proportion of written premiums which
relate to cover provided in the period after the balance sheet date. This is calculated
on the 365ths method.
*2201*
*2401*
*2801*
*3101*
*3201* Brought forward amounts

Some of the brought forward amounts shown in Forms 22, 24, 28, 31 and 32 have
been restated from the corresponding carried forward amounts included in the
previous year's return due to the reconversion of foreign currency amounts at a
different rate of exchange.
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Appendix 9.2 {continued)

*2202*

*2204*

*2402*

*2404*

*2406*

*2501*

Claims management expenses

Claims management expenses paid are calculated by reference to the direct costs
of handiing claims incurred during the year suitabty loaded for estimated overheads
and management costs. Carried forward claims management costs are based on
the estimated direct costs of settling outstanding claims also loaded for estimated
overheads and management costs. These are all reported on Treaty Non-
Proportional Forms 25 and 29.

Acquisition costs

All business reported on these Forms is in run off, therefore no deferred acquisition
costs are applicable.

Underwriting year accounting

Underwriting year accounting is felt to be a more appropriate than the accident year
method for Aviation, Marine, Transport, Non-propertional and Proportional Treaty
business. {(These classes are in run off and prior to 1996 have been reported under
the 1983 Regulations on Forms 24 to 29.)

The normal period for which an underwriting year is left open is 3 years.

Claims management expenses

Claims management expenses paid are calculated by reference to the direct costs
of handling claims incurred during the year suitably loaded for estimated overheads
and management costs. Carried forward claims management costs are based on
the estimated direct costs of settling outstanding claims also loaded for estimated
overheads and management costs.

Acquisition costs

All business reported on these Forms is in run off and therefore no acquisition costs
are applicable.

Unearned premiums

All business reported on Form 25 is in run off. Therefore no unearned premium
reserves are applicable.
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Appendix 9.2 (continued)

*3001*

*3003*

Yield

In caleulating the vield, consideration has been given to the expected income that
will be earned from the hypothecated admissible assets adjusted for projected
realisations to meet future claims.

Discounting methods
The risk category where an adjustment has taken place is:-

Combined Category Risk Rate of Expected interval
Category Interest to settlement date

Primary (direct) and

facultative commercial

lines business _

Employers Liability 271 3.50% 10 years

Methodology used:

In calcutating the technical provisions in respeci of long term UK Industrial disease
business the future investment income on the assets held to cover the related
provisions has been taken into account by discounting future cash flows. The
average period before the liability will be settled has been estimated at 9.8 years for
2005 and the provision has been discounted at an interest rate of 3.5% (2004:
3.5%).

The technical provisions for future claims payments have primarily been assessed
using chain ladder methods. Where there is a notable exposure to long term
asbestos, pollution and health hazard liabilities, external independent actuaries
provide best estimate benchmarks. An appropriate prudential margin is applied to
alf lines of business, as it is recognised that the estimation of certain future claims
payments is an inherently uncertain exercise and future experience could be more
adverse.
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*4002* Other income and expenditure
2005 '

The total of other income of £91,393,000 is made up of:

Total 0:100

BLAGAB

£'000 £'000

Transfer of contracts 88,248 -

Other amounts due from policyholders 1.101 -
to be deducted on claim :

0:100 90:10

Pensions
£000 £'000
88,248 -
- 1,101
- 1,204

Commission received 840 840
Sundry Income 1,204 -
91,393 840

88,248 2,305

The total of other expenditure of £88,361,000 is made up of:

Total 0:100 0:100 90:10

BLAGAB Pensions
£'000 £'000 £'000 £'000
Transfers of contracts 88,248 - - 88,248
Sundry expenditure 113 - - 113
88,361 - - 88,361
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Other income and expenditure (continued)
2004

The total of other income of £134,195,000 is made up of:

Total 0:100 0:100 90:10
BLAGAB Pensions
£'000 £000 £'000 £'000
Transfers of contracts 132,937 - 132,937 -
Other amounts due from policyholders 698 - - 698
to be deducted on claim
Commission received 583 583 - -
Sundry Income (23) - (23)
134,195 583 132,937 675
The total of other expenditure of £132,937,000 is made up of:
Total 0:100 0:100 90:10
BLAGAB Pensions
£'000 £'000 £'000 £'000
Transfers of contracts 132,937 - - 132,937
132,937 - - 132937
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*4006* Apportionments between long term insurance business funds/sub funds

0

(i)

(iff)

(iv)

Investment income

Gross investment income for 0:100 sub-funds has been apportioned in
accordance with the notional allocation of assets.

The remaining gross investment income is apportioned to the 90:10 fund by
reference to adjusted mean funds. These are the mean of the opening and
closing funds, before transfer to profit and loss account and excluding
investment income, increase in value of assets brought info account and tax,
adjusted in respect of items that are applicable to specific account or in
respect of uneven incidence over the year.

Increase in value of assets brought into account

The realised and unrealised gains and losses on the 0:100 and 90:10 sub-
funds have been determined on the notional allocation of assets and have all
been brought into account iess an adjustment for taxation.

Expenses

Expenses not directly aftributable to a class of business have been
apportioned between the long term insurance business funds on bases
considered to be appropriate and equitable having regard to the nature of
each such expense and the purpose for which it was incurred.

Taxation

The taxation charged to the long term Insurance business revenue accounts
is computed in total and allocated to each sub-fund, taking account of any
apportionments referred to in (i) - (iii) above and of any reliefs to which each
fund may be entitled.

*4008* Provision of management services

Since 1 September 2005, all administration and management services to the
insurer has been provided by Pearl Group Services Limited. Prior to that, all
administration and management services were provided by PGS2 Limited (formerly
HHG Services Limited).

Henderson Global Investors Limited has provided investment management services
to the insurer for the whole of the financial year.

154



Returns under the Accounts and Statements Rules

Supplementary Notes

PEARL ASSURANCE PLC

Global Business

Financial year ended 31st December 2005

Appendix 9.3 (continued)

*4009*

*4500*

*4801*

*4806*

*4901*

*5500*

*5803*

Material connected-party transactions

On 31 August 2005 the long-term fund's holding in NP Life Holdings Limited of
shares was transferred to the shareholder fund for £20m.

On 29 December 2005 the insurer agreed to waive £349m of its loan to NP Life
Holdings Limited, together with the associated interest.

The insurer has no internal linked funds and all amounts required to be shown
would be zero and these forms have not been included within the Return.

The asset share philosophy for all the bonus series of Industrial Branch Business;
and for all bonus series of Ordinary Branch — Ccnventional Business, Non-Unitised
Accumulating With-Profits Business, and Unitised Accumulating With-Profits
Business assumes an asset share mix of:

Land and Buildings 12.0%
Approved Fixed Interest Securities 41.6%
Other Fixed Interest Securities 16.9%
Variable Interest Securities 10.5%
UK Listed Equity Shares ' 30.0%
Non-UK Listed Equity Shares 0.4%
Unlisted Equity Shares 4.5%
Other Assets (15.8%)

The assets used to calculate the investments returns shown in lines 21-29 column 5
are those for the mix specified in note 4801.

UBS credit ratings were used where available; otherwise, the credit ratings used
were provided by Henderson Global Investors Limited.

The insurer has no internal linked funds and this form has not been included within
the Return.

Shareholder Undertaking of Pearl Assurance plc and percentage of
distributed surplus allocated to policyholders

No overall transfer to the non technical account has been made. This has affected
the apparent percentage of distributed surplus allocated to policyholders in the
80:10 Form 58. The basis of allocation of surplus is unaltered from the previous
year. The allocation of surplus remains 20:10 but the instructions for completing the
Farm 58 does not allow it to be shown in this way.

Shareholder transfers have been transferred fo an Earmarked Portfolio within the
80:10 fund in accordance with the undertaking dated 31st Cctober 2003.
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Financial year ended 31st December 2005

(@)

(b)

During the financial year the insurer operated an investment policy for the use and control of
derivatives. This policy lists the approved derivative contracts and the approved uses of
derivatives, establishes procedures for introducing new contracts or uses, identifies areas of
risk, and establishes a control framework for dealing, settlement and independent monitoring
and reporting of derivatives.

The insurer uses derivatives in its portfolio management to hedge against market movements
in the values of assets in the portfolio (reduction of invesiment risks), and as a means of
effecting a change in exposure to different asset classes without disturbing underlying physical
holdings (efficient portfolio management).

It is the insurer's policy that all derivative contracts are covered by either cash, physical
securities or other specific commitments. Consequently the insurer does not trade derivative
contracts against uncovered positions, and portfolios may not be geared by means of
derivatives.

The insurer controls market risks through the setting of exposure limits, which are subject to
detailed monitoring and review. Market and liquidity risks are reduced by requiring all futures
and options positions to be backed by cash or securities.

The insurer permits the purchase of partly paid shares, subject to the unpaid capital being
covered by cash, and also convertible bonds as alternatives to investment in the underlying
equities.

Subject to the principles described above, the investment policy permits the writing of contracts,
under which the insurer had an obligation fo acquire or dispose of assets, which were not
reasonably likely to be exercised, at the time when the confract was entered into. In these
circumstances the portfolio manager must be satisfied that the strike price is reasonable in
terms of the current porifolic and market conditions at outset in case the contract is
subsequently exercised.

The investment policy for the use and control of derivatives imposes overriding provisions that
the investment rationale for their use is clearly understood; that each confract is admissible in
terms of the Integrated Prudential Sourcebook (PRU) and that derivatives may not be used to
gear a portfolio. The policy specifically excludes the use of exotic options, including barrier
options, without the prior approval of the senior management of the Investment Manager. The
purchase of free-standing out of the money call options is not permitted.
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{Continued)

{c) During the financial year the insurer bought and sold options where, at outset, the strike price of
a call option was above the price of the underlying instrument or the strike price on a put option

was below the price of the underiying instrument. The market movement required at outset to
trigger the options was generally less than 5% of the strike price.

Contract Type Exposure £m Weighted average % Number of
movement to strike Contracts
Bought Call 956 6.83% 40
Bought Put 1226.2 20.31% 35
Sold Call 2220.3 24.75% 86
Sold Put 1802.3 9.72% 67
{d) The extent to which Form 13 would be changed if assets which the insurer had agreed to

acquire or dispose of under derivative contracts outstanding at the end of the financial year
(being, in the case of options, only those options which it wouid have been prudent to assume
would be exercised) had been so acquired and disposed of, is as follows:

Asset Actual Holding  Exposure due Combined
to derivatives Economic
Exposure
£m £m £m
Fixed Interest — Approved 6,032.1 6,032.1
Equity Shares 2,307.2 49 2,312.1
Deposits 122.7 (4.9 117.8
(e) If options outstanding at the end of the financial year had been exercised so as to change

exposures by the maximum amount (allowing for options that either must be exercised
together, or the exercise of one precludes the possibility of the other being exercised), the
numbers in (d) above would have been as follows:;

Asset Actual Holding  Exposure due Combined

to derivatives Economic

Exposure

£m £m £m

Fixed interest — Approved 6,032.1 6,032.1

Equity Shares 2,307.2 158.5 2,465.7
Deposits 122.7 (158.5) (35.8)
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{Continued)

{f) The maximum extent to which the information provided in (d) above would have been materially
different if (d) had applied to derivative contracts at other points during the financial year is as
follows:

Change due to Date

derivatives

£m
Deposits 29 14™ June 2005
Fixed Interest — Approved (8) 14" June 2005
Equity Shares @n 14" June 2005

The maximum extent to which the information supplied in (e) above would have been different if
{e) had applied to derivative contracts at other points during the year is as follows:

Change due to Date

derivatives

£

Deposits 1,599.2
Fixed Income (7.9) 14"™ June 2005
Equity Shares (1,591.3) 14" June 2005

(9)

(h)

The maximum loss which would have been incurred by the insurer on the failure by any one
other person to fuifil its obligations under derivative contracts outstanding at the end of the
financial year, under existing market conditions was £73.2 million.

The maximum loss, which would have been incurred by the insurer on the failure by any one
other person to fulfil its obligations under derivative contracts outstanding at the end of the
financial year, in the event of other foreseeable market conditions, was £80.5 million.

The maximum loss under foreseeable market conditions at any other time during the financial
year was £353.2 million.

The insurer has not made use of any derivative contract at any time during the financial year,
which does not fall within PRU 4.3.17R.

The total value of fixed considerations received during the financial year in return for granting
rights under derivative contracts was £4.2 million.

The contracts under which such rights were granted were the sale of covered call and put
options on UK Stock holdings along with the sale of index call and put options.
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The persons who, to the knowledge of the Company, were controllers at any time during the
financial year were Pearl Group Limited (formerly Life Company Investor Group Limited), which
remained a controiter 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 fo be
controflers on 13th April 2005, Pearl Assurance Group Holdings Limited which ceased to be a
controlter on 12th May 2005 and 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 Nominees Limited which became
controllers on 13th April 2005.

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

1. Pearl Group Limited

As at 31st December 2005, Pear| Group Limited owned 100% of the ‘A’ and ‘B’ ordinary shares of
Pearl Assurance plc, and was able to exercise 100% of the voting power at any general meeting.

2. 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 plc is a subsidiary undertaking, and was
able to exercise 50% of the voting power at any general meeting.

3. Hera Investments One Limited

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

4. 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 Limited, a
company of which Pearl Assurance plc is a subsidiary undertaking, and was able to exercise 50% of
the voting power at any general meeting.

5. 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 Markels Act 2000 by virtue
of being a subsidiary undertaking, owned 50% of the ordinary shares of Pearl Group Limited, a
company of which Pear] Assurance plc is a subsidiary undertaking, and was able to exercise 50% of
the voting power at any general meeting.
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Returns under the Accounts and Statements Rules

Statement of additional information on controllers required by rule 9.30
PEARL ASSURANCE PLC

Global Business

Financial year ended 31st December 2005

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

As at 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 Mcintosh within
the meaning of 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 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 plc 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 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 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, @ company of which Pearl Assurance plc is a subsidiary undertaking, and was abie to
exercise 50% of the voting power at any general meeting.

9. TDR Capital LLP

As at 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 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 plc is
a subsidiary undertaking, and was able to exercise 50% of the voting power at any general meeting.
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Returns under the Accounts and Statements Rules

Statement of information on the appointed actuary required by rule 9.36

PEARL ASSURANCE PUBLIC LIMITED COMPANY

Global Business

Financial year ended 31st December 2005

The with-profits actuary throughout the period was K J Arnott. In accordance with rule 9.36 of the

Accounts and Statements Rules, the following information relating to Mr Arnott is in respect of the
year 2005.

1. a) As at 31 December 2005 K J Arnott held 63 10 pence shares in HHG PLC, the Company’s
former ultimate parent undertaking, until 22 April 2005 and received in 2005, 60,280 10
pence shares in HHG PLC, to the value of £38,3792 in total (which he subsequently sold in
2005), under the HHG PLC LongTerm Incentive plan.

HHG PLC was the Company’s ultimate parent undertaking until 13 April 2005.
b) K J Amnott held a number of assurance and insurance policies and investment products
issued by the insurer in the normal course of business, the transactions being of a

minor nature.

¢) The aggregate of the remuneration and value of other benefits receivable by K J Arnott from
the insurer in respect of 2005 was £208,792.

d)} K J Arnott was throughout the year a member of the Pearl Staff Pension Scheme, and was
entitied to the standard benefits under the rules of the scheme.

2. The insurer has made a request to K J Arnott to furnish it the particulars specified in rule
9.36(1) of the Accounts and Statement Rules. The above particulars were obtained from the
insurer's Human Resources records with the agreement of K J Arnott.

Note 1

Under rule 9.36(4) of the Accounts and Statements Rules, reference to the insurer includes

reference to any body corporate which is the insurer's subsidiary undertaking or parent undertaking
and to any other subsidiary undertaking of its parent undertaking.
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PEARL ASSURANCE PLC

APPENDIX 9.4

ABSTRACT OF VALUATION REPORT

Introduction

1. (1) The date to which the actuarial investigation relates is 31% December 2005.

(2) The date to which the previous actuarial 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

purposes of IPRU(INS) rule 9.4).

Product range

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

Discretionary charges and henefits

3. (1) Market Value Adjustments (MVAs) were applied as follows:

Product

Policy Year of entry

Period applied

Investment Plan version 1

Homebuyer version 1

Reinsurance Accepted Porifolio Bond 1a
Reinsurance Accepted Portfolio Bond 1b
Reinsurance Accepted Porifolio Bond 2
Reinsurance Accepted Investment Bond

Reinsurance Accepied Socially
Responsible With Profits Bond

Reinsurance Accepted Individual Pensions
Reinsurance Accepted Group Pensions

Reinsurance Accepted Socially
Responsible With Profits Pensions

1995

1995

Jul 1999 to Jun 2002
Jan 2000 to Jun 2002
Feb 2000 to Jun 2002
Oct 2000 fo Jun 2002

Oct 2000 to Jun 2002

Jan 2000 to Jun 2002
Jan 2000 to Jun 2002

Jan 2001 to Jun 2002

See Notes 1,2
See Note 1
Throughout 2005
Throughout 2005
Throughout 2005
Throughout 2005

Throughout 2005

Throughout 2005
Throughout 2005

Throughout 2005

Notes:

1. The MVAs for Investment Plan version 1 and Homebuyer version 1 are
calculated individually per policy dependent on the actual date premiums

were paid.

2. For investment Plan version 1, MVAs apply only on surrender before the
tenth policy anniversary. This product was sold only in 1995. There will be

no MVAs on Investment Plan version 1 from 2006 onwards.
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()

(4)

(5)
(6)

The following products applied discretionary penalties during 2005.

Prosperity Personal Pensions version 1
On transfer out, or retirement before age 60 or within 5 years of inception if aged
greater than 60, discretionary penalties were applied until 19™ October 2005 on all
policy years of entry.

Free Standing Additional Voluntary Contributions version 1

On transfer out or retirement before the intended retirement age discretionary
penalties were applied until 19™ October 2005 on all policy years of entry.

There have been no changes to premiums on reviewable protection policies during
the financial year. The amount of annual premium for business where a change was
permitted but did not occur was £17.7 million.

No policies have been sold in this category.

Policy fees for Homebuyer version 1 were increased in 2005 in line with National
Average Earnings, an increase of 3.2%.

During the financial year, benefit charges remained unchanged on linked products.

During the financial year, unit management charges for unitised accﬁmulating with-
profits and linked business remained unchanged.

No notional charges are applied to non-unitised accumulating with-profits business.

(7) (8} Units are all of the same type (net accumulation).

(i) The creation or cancellation of units in the internal linked funds is performed
at unrounded bid price values. This ensures that unit prices are unaffected by
the creation or cancellation of units and that the interests of unit holders not
taking part in a unit transaction are unaffected by that transaction.

(i) Base prices are derived from the internal fund vaiuations, 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 penny.

(i) The asset 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 aliowances for tax
on income and realised and unrealised capital gains.

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

(b) During the financial year there were no times at which different pricing bases
applied to different 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.
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(8) Tax on realised and unrealised gains and losses is accrued daily in the internal linked
funds. Gains in equity funds are index-adjusted.

The table below summarises the tax rates used and the times at which the accruals

are cleared.
Fund Type Realised Unrealised Realised Unrealised
Gains Gains Losses Losses
Fixed Interest 20% 20% 20% 20%

Fixed Interest tax accruals are cleared at the end of each month.

Equity 19.7% 17.8% 19.5% 17.7%
{Collective
Investment
Scheme
Holdings)

Equity (Collective Investment Scheme Holdings) accruals for realised gains and
losses are cleared at the end of each month. Accruals for unrealised gains and losses
are cleared at the end of each financial year under the “deemed disposal” regime.
The tax rate used for this purpose at the end of 2005 was 17.6%.

(9) See (8) above.

(10)The allowances made to the insurer on the holding of such units are not significant.
The extent to which the policyholder benefits from them is such that the charges
made to the policyholder are no greater than if the underlying investments were
directly held.

Valuation basis (other than for special reserves)

4.

(1) The general principles and methads adopted in the valuation are:
NON LINKED BUSINESS

Mathematical reserves have been determined using a gross premium method, or a
method at least as strong as a gross premium method. Where it has been
considered appropriate to do so, the mathematical reserves include additional
amounts for future expenses, options and guarantees and rider benefits such as
waiver,

For accumulating with-profit business, the mathematical reserves were determined
using a gross premium method and are as according to the method prescribed by
PRU 7.3.71R.

INDEX LINKED BUSINESS

Mathematical reserves have been determined using a gross premium method.
LINKED BUSINESS

There is no group of linked products using the same valuation method and basis

where either the gross mathematical reserves or the gross annual premiums exceed
the lesser of £10 million and 1% of the total gross mathematical reserves.

’
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(2) The following table sets out the rates of interest rate used for ail product groups

representing a significant amount of business:

Sub Fund
90:10

90:10

90:10

90:10

90:10

90:10

90:10

90:10

90:10

e0:10

90:10

90:10

Product Group
Conventional Life
Business

Industrial Branch

Conventional
General Annuity
endowments

Conventional
Pensions deferred
annuities

Conventional
Pensions
endowments

Reinsurance
Accepted
Immediate
Annuities

Non-Unitised
Accumulating With
Profits - Pensions
Business

Unitised
Accumulating With
Profits — Life
Business

Reinsurance
Accepted Bonds

Unitised
Accumulating With
Profits - Pensions
Business

Unitised
Accumulating With
Profits — ISA
Business

Reinsurance

Accepted Pensions
Business
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2005
3.60%

3.40%

4.80%

4.4%12.72%

4.50%

3.70%

3.80%

2.90%

3.10%

3.80%

3.80%

4.60%

2004
3.00%

3.40%

5.00%

4.1%/3.17%

4.1%

4.10%

3.80%

3.10%

3.30%

3.80%

3.80%

4.10%

Product Code
100, 120, 125,
205, 300, 435

105, 130, 310

1585, 300

165, 320

155, 300

200

545

500, 505, 515,

575

500

525

506

535



(3)

Sub Fund Product Group 2005 2004 Product
Code
0:100 BLAGAB  Conventional General 4.13% 4.54% 395, 400
Annuity Immediate
Annuities pre 1992

0:100 BLAGAB Conventional Life 2.91% 3.20% 300, 435
Assurances

0:100 Pensions  Conventional Pensions 4.12% 4.58% 400
Immediate Annuities
{Direct and
Reinsurance Accepted
from other than NP Life)

0:100 Pensions  Reinsurance Accepted 4.31% 4.82% 400
from NP Life Immediate
Annuities

0:100 Pensions  Conventional Pensions 4.39% 4.59% 905
Immediate Annuities —
index linked (Direct and
Reinsurance Accepted
from other than NP Life)

0:100 Pensicns  Reinsurance Accepted 4.03% 4.39% 905
from NP Life Immediate
Annuities — index linked

Note:
1. Where two interest rates are shown they represent the interest rate in
deferment and interest rate in payment.

Yields on other approved fixed interest with a credit rating lower than AAA and other
fixed interest or variable yield were reduced to allow for the risk of default whilst
retaining the margin over gilt yields in respect of reduced liquidity of corporate bonds
and overseas government bonds. The level of the reduction was assessed by
reference to the term and credit ratings of the assets.

Properties were categorised into directly owned and indirectly owned. The yield was

determined for each individual property based on the lower of the current rental yield
and the prospective rental yield. The aggregate yield was reduced by 41 basis points
for directly owned property.
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For each equity a prudent dividend and earnings yield were calcutated as the
minimum of the published and consensus yields. An arithmetic average of the
prudent dividend and prudent eamings yield was then calculated. The greater of
these 2 values was then compared with the consensus earnings yield and the lower
value taken.

Equities were divided into UK guoted, overseas quoted and unquoted. They were
further subdivided into the following yield bands:

Quoted UK and overseas equities:

Greater than 5%

Greater than 4.5% but less than 5%
Greater than 4.0% but less than 4.5%
Greater than 3.5% but less than 4.0%
Greater than 3.0% but less than 3.5%
Greater than 2.5% but less than 3.0%
Greater than 2.0% but less than 2.5%
Greater than 1.5% but less than 2.0%
Greater than 1.0% but less than 1.5%
Greater than 0.0% but less than 1.0%
Equal to 0.0%

Unquoted equities:

Greater than 0.0%
Equal to 0.0%
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The male expectations of life for the annuitant mortality bases above are as follows:

Sub Fund Product Group Annuities in Deferred
payment annuities: life
expectation at age
65
Age 65 Age 75 Age 45 Age 55
90:10 Conventional Deferred 21.1 21.1
Annuities
90:10 Reinsurance Accepted  23.0 14.5
Immediate Annuities
0:100 BLAGAB Conventional General 20.7 12.9
Annuity Immediate
Annuities
0:100 Pensions Conventional Pensions 20.7 12.9
Immediate Annuities
(Direct and
Reinsurance Accepted
from other than NP
Life)
0:100 Pensions Reinsurance Accepted 22.5 14.3

from NP Life Immediate
Annuities

The female expectations of life for the annuitant mortality bases above are as follows:

Sub Fund Product Group Annuities in Deferred
payment annuities: fife
expectation at age
65
Age 65 Age 75 Age 45 Age 55
90:10 Conventional Deferred 24.9 249
Annuities
90:10 Reinsurance Accepted  25.9 17.1
Immediate Annuities
0:100 BLAGAB Conventional General 24.7 16.0
Annuity Immediate
Annuities
0:100 Pensions Conventional Pensions 247 16.0
Immediate Annuities
{Direct and
Reinsurance Accepted
from other than NP
Life)
0:100 Pensions Reinsurance Accepted  26.3 17.2

from NP Life Immediate
Annuities

{5) There are no products representing a significant amount of business that use a’

morbidity basis.
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{6) The expense bases are as follows:

NON LINKED BUSINESS

Regular premium policies

Per policy expenses, before allowance for tax relief, were as follows:

Sub Fund Product Group 2005 2004
£pa £pa

90:10 - OB Life and General Annuity 58.88 54.70
Business "

90:10 OB Pensions Business ? 58.88 54.70

90:10 Industrial Branch 34.64 32.20

0:100 BLAGAB OB Life and General Annuity 50.75 47.20
Business

0:100 Pensions OB Pensions Business 4420 4110

Notes:

1.

2.

For hybrid unitised with-profits policies the per policy expenses are
apportioned between the linked and non-linked parts

These per policy expenses do not apply to Reinsurance Accepted
Pensions Business where the expense risk is retained with NP Limited.
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Single premium and paid up policies

Other than for the products listed below, the per policy expenses for the single
premium and paid up policies are the following proportions of the above per policy
expenses for regular premium policies:

» for Personai Pensions and Free Standing Additional Voluntary Contributions
version 1 business and all policies issued after 1* January 1997: 90% of the
regular premium per policy maintenance expense for both single premium and
paid up,

» for all other business: 50% of the regular premium per policy maintenance
expense for single premium and 25% for paid up.

Sub Fund Product Group 2005 2004
Epa Epa

90:10 Reinsurance AccePted Portfolio 31.86 30.70
Bonds 1a and 1b !

90:10 Reinsurance Accepted Portfolio 38.96 37.70
Bond 2 and Investment Bonds

90:10 Reinsurance Accepted 37.49 3570
Immediate Annuities "

90:10 Industrial Branch © 0.87 0.80

0:100 BLAGAB Conventional General Annuity 50.75 47.20

Immediate Annuities

0:100 Pensions Conventional Pensions 4420 41.10
Immediate Annuities ©

Notes:
1. Per policy expenses are defined within the Reinsurance Agreement.
2. Premium ceased business.
3. These per policy expenses do not apply to Reinsurance Accepted from NP
Life Immediate Annuities where the expense risk is retained with National
Provident Life Limited.

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 £25 million is held against future project costs.

e areserve of £17 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
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Gross Investment expenses

Investment expenses, before allowance for tax, have been allowed for through a
reduction to the valuation interest rates. The table below sets out the basis point

reductions applied:

Sub Fund Product Group 2005 2004
bps bps
90:10 Al business except inflation 19.0 19.0
swap "
90:10 Inflation swap " 8.0 8.0
0:100 BLAGAB All business 10.0 8.5
0:100 Pensions All business 10.0 8.5

Notes:

1. Inflation swap held in respect of the Personal Pensions Guarantee Reserve

2. These rates are after allowing for VAT at 17.5%.

Inflation Raies

Inflation rates for expenses and policy charges were as follows:

Sub fund 2005 2004
All Expense inflation 3.5% 5.0%
90:10 Policy charge inflation 4.0% 4.0%
90:10 Expense inflation 4.5% 4.5%
(Reinsurance Accepted
Bonds)
90:10 Expense inflation 5.0% 5.0%

(Reinsurance Accepted
Immediate Annuities)

(7) As a realistic basis life firm no allowance has been made in the determination of
mathematical reserves for future bonuses in accordance with PRU 7.3.9R except for
Reinsurance Accepted Portfolio Bond 2 where allowance is made for any guaranteed

bonus payable.

176



(8) Tax Rates

Relief for tax applied to expenses is 20% for UK Life business (excluding ISA and pre
1992 General Annuity Business) and 0% for other business.

Tax on investment income is set out in the foliowing table:

Type of business 2005 2004
UK Life — UK dividend income 0% 0%
UK Life — income from assets backing pre 0% 0%
1992 General Annuity Business

UK Life — other income 20% 20%
UK Pension — overseas dividend income 10% 10%
UK Pension — other income 0% 0%

Retirement Rates

For Conventional Pensions and General Annuity endowments with a variable
retirement age it has been assumed that a specified proportion of policyholders retire
at each possible retirement age as follows:

Age Attained 2005 2004

60 20%

61 3%

62 3%

63 3%

64 3%

65 50%

66 10%

67 2% 100% ‘"
68 2%

€9 2%

70 10%

71 5%

72 2%

73 2%

74 2%

75 100%

Note:

1. Or current age, if older

For all other Pensions Business a retirement age of 67, or current age if older, has
been assumed in the determination of the mathematical reserve held.

Surrender/Lapse Rates

No assumptions have been made on any product group which have a material impact
on the mathematical reserve held.

Paid Up Rates

No assumptions have been made on any product group which have a material impact
on the mathematical reserve held.
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‘ Withdrawal Rates

No assumptions have been made on any product group which have a material impact
on the mathematical reserve held.

’ : (9) Valuation yields have been determined in accordance with the economic exposure
shown on Form 48; excluding the time value of options. Reserves equal to the time
value of options have been set up which are backed by the time value of the actual

l ‘ derivatives.

Options and Guarantees

[ 5. (1) (a) The guaranteed annuity option reserve is calculated by valuing a portfolio of
swaptions whose payoffs replicate the excess of the guaranteed annuity
i payments over the expected annuity payments from the contracts that have this
l option.

The expected annuity rate takes into account the annuity pricing basis and
) choices of retirement age, tax free cash percentages, escalation rate and
[ i guarantee period; it is also calculated using interest rates derived from a properly
; calibrated model of future risk free yields from the gilts market.

. The valuation is calculated at an individual policy fevel and allows for voluntary
j : discontinuance in deferment, the take up rate of the guaraniee and the terms of
i the guarantee.

_ Some Conventional Pensions endowment with-profits policies also have a
J j guaranteed minimum pension. The guarantee reserve is calculated as above but
taking the higher of the guaranteed annuity payment under the guaranteed
annuity rate option and the guaranteed minimum pension.

i The reserve has been determined in accordance with the basis set out below:
Assumption 2005
1 ; Take up Rate 100%
Rate of interest BoE gilts spot curve, capped at 4.0%
{ ' Mortality in payment 95% RMV92 projected
s 82.5% RFV92 projected "
; Expected annuity Guarantee 0 years 40%
‘ periods 5 years 20%
10 years 40%
‘ ' Expecied annuity Escalation rates 0% p.a. 90%
: 3% p.a. 5%
5% p.a. 5%
, ! Tax free lump sum 10% decreasing at 0.25% p.a. to 5% after
‘ 20 years
] . Retirement Rates As per 4(8) above
Voluntary Discontinuance in Conventional Pensions
deferment endowments with a
h ! variable retirement age 1% pa
All other business 0% pa
Note:

1. Projecied mortality rates use CMIR17 improvement factors.
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—,

(2)

@)

)

No investment performance guarantee is given on linked contracts.

There are no guaranteed surrender values not already allowed for in the valuation of
the basic mathematical reserve.

Peari Assurance pic does not have a significant amount of business with guaranteed
insurability options.

Personal Pensions Guarantee Reserve

A reserve has been made for guaranteeing benefits in respect of certain Personal
Pensions policyholders where failure to adhere to the best advice rules may have
occurred. This includes guarantees issued by Pearl Assurance plc and those where
they are shared between Pearl Assurance plc and Pearl Assurance (Unit Linked
Pensions} Lid.

The following method is used fo determine the mathematical reserves:

a) For cases that have been given a guarantee: on a case by case basis using the
actual information available 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 but where the internal accounting on the case is not yet finally
complete: by allocating a notional settlement cost as necessary to each case on
the basis of a potential liability period, or if this is unknown, an appropriate
average liability period. The notional settlement cost per year of liability period
being appropriately determined from recent settiement statistics. '

This reserve has been determined in accordance with the basis set out below, in
which the rates are expressed as real rates rather than nominal rates:

Assumption 2005
Rate of interest 0.75% per annum
Rate of salary inflation 2.0% per annum

{including an allowance for salary
progression}

Effective rate of revaluation for transfer in 1.0% per annum

deferment

Net rate of interest for pensions in payment -0.35% per annum

Mortality in deferment 65% AM/AFS0 ultimate

Mortality in payment 95% RMVC2025,
82.5% RFVC2025

Percentage assumed married 100%

Leaving service assumption Nil

The amount of business involved had a basic mathematical reserve of £94 million
reserve with additional reserves of £592 millien. This additional reserve alsc includes
an allowance for future expenses and policies where the compensation process is yet
to be completed.
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Mortgage Endowment Promise

An additional reserve has been made to cover the Mortgage Promise made to certain
mortgage endowment policies. The reserve is the expected shortfall discounted at
the appropriate valuation interest rate and allowing for mortality and lapses.

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

Assumption ' 2005

Rate of interest 3.0% per annum
Mortality - Conventional Life Endowment 85% AM/F80 Ult
Mortality - Unitised Accumulating With 89% AM/F80 Uit
Profits - Homebuyer

Voluntary Discontinuance 1.50% p.a.
Prudence Factor 5%

The amount of business involved had a basic mathematical reserve of £432 million

with additional reserves of £173 million.

Expense Reserves

6. (1)

(2)

(3)

{4)

The aggregate amount of expense loadings, grossed up for taxation where
appropriate, expected to arise during the 12 months from the ‘valuation date’ are as
follows:

Explicit per policy expense loadings £72 million
Other explicit reserves £8 million
Allowance for investment management £21 million
expenses

All provisions for future expenses have been made using explicit methods, except for
investment expense allowance where a margin in the valuation interest rate is used.

The amount of expense loadings expected to arise in the next 12 months are greater
than the maintenance expenses shown on Form 43 due to the:

+ renegotiation of the management services agreement with Pearl Group Services
Limited

» sale of the life business of HHG plc to Pear Group Limited and renegotiation of
the investment management agreement with Henderson Global investors Limited

* margins for adverse deviation

Since Pearl Assurance plc has ceased to write new business other than increments
and internal commencements, no reserves are required for expenses of continuing to
transact new business after the valuation date.

No maintenance expense overrun reserve is held.

The per policy expense assumptions used allow for the payments expected to be
made to Pearl Group Services Ltd 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
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policy expense assumptions are then projected into the future assuming a prudent
level of inflation.

The MSA with Pearl Group Services Lid 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 Pearl Assurance plc
certainty over the majority of the cost base into the future, especially in relation to
economies of scale and fixed costs.

As Pearl Assurance plc is cfosed 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) The liabilities are sterling liabilities.

The following table shows the sum of the mathematical reserves (other than liabilities
for property linked benefits) and the liabilities in respect of the deposits received from
reinsurers as shown in Form 14, analysed by reference to the currencies in which the
liabilities are expressed to be payable, together with the value of the assels, analysed
by reference to currency, which match the liabilities:

Currency Liabilities Assets
£m £m
Sterling 12,566 11,885
US Dollar 375
Euro 274
Other 32
Total 12,566 12,566

(3) The amount of reserve for currency mismatching is £39 million. This is calculated as
10% of any unhedged foreign exchange exposure.

(4) The most onerous scenario under PRU 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)

(i)

a fall in the market value of equities of at least 10% or, if greater, the lower of;

(a)

(b)

a percentage fall in the market value of equities which would produce
an eamings yield on the FTSE Actuaries All Share Index equal to
4/3rds of the long-term gilt yield; and

a fall in the market value of equities of 25% less the equity market
adjustment ratio;

This resulted in a fali of 10%.

a fall in real estate values of 20% less the real estate market adjustment ratio
for an appropriate real estate index;

This resulted in a fall of 20%.
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(5)

(6)

(@)

iii) an increase in yields on all fixed interest securities by a percentage point
amount equal to 20% of the long-term gilt yield.

This resulted in an increase of 82 bps.
The most onerous scenario under PRU 4.2.23R for each significant territory in which

assets are invested outside the United Kingdom for the purposes of calculating the
resilience capital requirement is described below.

US and Eurozone Equities

Afall in the market values of US equity of 12% and a fall in the market values of
Eurozone Equities of 12%.

US and Eurozone Fixed Interest

An increase in yields on all fixed interest securities by a percentage point amount
equal to 20% of the nearest equivalent to the long-term gilt yield.

This resulted in an increase in US yields of 92 bps, and an increase in Euro yields of
70 bps.

(a) The amount of the resilience capital requirement is £313 million.

(b) Under the most onerous scenario the long term insurance liabilities
decreased by £739 million

(c) Under this scenario, the value of assets allocated to match these liabilities
decreased by £1,052 million.

No additional reserve is held.

Other special reserves

8.

A misselling reserve is held in respect of certain mortgage endowment policies. The
amount of reserve is £19 million and has been determined by calculating the
expected number of successful complaints in the future and assuming an average
cost per successful complaint. An allowance has also been made for claims which
have been upheld, but not settied as at 31 December 2005.

Reinsurance

9.

(1) No reinsurance has been ceded on a facultative basis to reinsurers who are not

authorised to carry on business in the United Kingdom. No deposit back
arrangement exists.

(2) (d) Pearl Assurance {(Unit Funds) Limited

(e) Linked benefits of the Investment Plan version 1 and Homebuyer version 1

policies on a 100% quota share basis.

) £462.444

(9) No amount was deposited back.

(h) The treaty is closed to new business.

(i There is no undischarged obligation of the insurer.
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{)) Mathematical reserves ceded amount to £10 million.

(k) Pearl Assurance plc is closed to new business.
{ The reinsurer is authorised to carry on insurance business in the United
Kingdom.

(m) The reinsurer is a connected cormnpany of the insurer.

{n) There are no material contingencies, such as credit risk or legal risk, to which
the treaty is subjeci.

{0) No commission is payable on reinsurance premiums.
{p) There are no financing arrangements (as defined in 9 (3) (a) of Appendix 9.4)
in place.
Reversionary (or annual) bonus
10.

Industrial Branch — Conventional Business policies

Bonus Series 31.12.2005 31.12.2005 31.12.2004 31.12.2005
Basic - Reversionary Reversionary Toftal guaranteed
Mathematical
Bonus £ Bonus £ bonus £
reserve
Per £1 4 weekly Per £1 4 weekly Per £1 4 weekly
£°000 premium premium premium
£ £ £
Endowment policies 130,827 £0 £0 N/A
Whole Life policies 245,144 £0 £0 N/A

Ordinary Branch — Conventional Business policies {Simple bonus)

Bonus Series 31.12.2005 31.12.2005 31.12.2004 31.12.2005

Basic . .

Mathematical Reversionary Reversionary Total guaranteed
bonus bonus bonus
reserve

£°000 % % %
Life regular premium 190,092 0% 0% N/A
Pensions regular premium 176,892 0% 0% N/A
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Ordinary Branch - Reinsured Accepted Business

Bonus Series 31.12.2005 31.12.2005 31.12.2004 31.12.2005
Basic Reversiona Reversiona Total
Mathematical y ry guaranteed
bonus bonus
reserve bonus
£°000 % % %
Portfolio Bond 1a 57,093 1.00% 1.00% N.A
Portfolio Bond 2 " 42,730 1.00% 1.00% See Note (1)
Investment Bond 199,787 1.00% 1.00% N/A
Socially Responsible With 144 537 1.00% 1.00% N/A
Profits Bond
Individual Pensions and 63,232 1.50% 1.50% N/A
Socially Responsible With
Profits Pensions ?
Group Pensions 46,019 1.50% 1.50% N/A
Capital Account Pensions @ 21,272 3.25% 3.25% N/A
Immediate Annuities Series 3 17,503 4.50% 4.50% N/A
Immediate Annuities Series 4 38,016 4.50% 4.50% N/A

Notes
1. For Portfolio Bond 2, at the end of five years there is an additional 2% bonus
added plus another 2% bonus every five years thereafter. This bonus applies
to all funds.
2. The rates shown are for policies with an annual management charge of
1.00%. The annual bonus rates applied to the other policies are adjusted
according to their annuat management charge

The basic mathematical reserves in the above tables are the gross mathematical

reserves calculated in accordance with paragraph 4 and exclude the special reserves and
capital requirements detailed in paragraphs 5 io 8.
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PEARL ASSURANCE PLC
\ APPENDIX 9.4A

’ ‘ ABSTRACT OF VALUATION REPORT FOR REALISTIC VALUATION

1. Introduction
’ (n The date to which the investigation relates is 31% December 2005.
} (2) The date of the previous valuation is 31* December 2004.
(3) An interim valuation was carried out at 30™ June 2005.
‘ 2. Assets
(1) A market-consistent valuation is used to determine the value of future profits on non-profit insurance.

3 Insurance contracts written within the with-profits fund. The zero coupon curves used for this valuation
j and the previous valuation are set out below.

] .‘ Implied zero curve at 31 December 2005 (gilts + 10bp)""

‘ Year Zero- Year Zero- Year Zero- Year Zero-
: curve curve curve curve
l .

1 4.30% 11 4.25% 21 4.12% K 4.04%
S_ 2 4.32% 12 4.25% 22 4.11% 32 4.03%
| 3 4.33% 13 4.24% 23 4.11% 33 4.02%
1 4 4.33% 14 4.24% 24 4.10% 34 4.01%
{ . 5 4.31% 15 4.23% 25 4.10% 35 4.00%
| 6 4.30% 16 4.21% 26 4.09% 36 3.99%
l 7 4.27% 17 4.19% 27 4.08% 37 3.99%
‘ ; 8 4.24% 18 4.17% 28 4.07% 38 3.98%
9 4.25% 19 4.15% 29 4.06% 39 3.97%
! ‘I‘ 10 4.25% 20 4.13% 30 4.05% 40 3.97%

‘ . " Source: Tillinghast analysis of Bioomberg data
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(2)
(3)
(4)
)

Implied zero curve at 31 December 2004 (gilts + 10bp)™"

Year

9

10

Zero-
curve

4.47%

4.57%

4.62%

4.64%

4.66%

4.66%

4.67%

4.68%

4.68%

4.71%

Year

1

12

13

14

15

16

17

18

19

20

Zero-
curve

4.73%

4.74%

4.74%

4.73%

4.72%

4.70%

4.68%

4.66%

4.83%

461%

Year

21

22

23

24

25

26

27

28

29

30

Zero-
curve

4,59%

457%

4.56%

4.54%

4.53%

4.52%

4.52%

4.51%

4.51%

450%

Year

32

33

35

36

37

38

39

40

Zero-
curve

4.50%

4.49%

4.49%

4.49%

4.48%

4.48%

4.48%

4.48%

4.47%

4.47%

" Source: Tillinghast analysis of Bloomberg data

Not applicable.
Not applicable.
Not applicable.

Not applicable.
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3.

(3)
(4)

(1

With-Profits Benefit Reserve Liabilities

The table below shows the methods used to calculate the With-Profits Benefits Reserve.

Table of Retrospective and Prospective Methods Used to Calculate the With-Profits Benefits Reserve
{Em)

Product Class Method Used With-Profits Future Policy
Benefits Reserve Related Liabilities

Conventional With-Profits Life  Retrospeclive - asset shares 1 1,557 156

business

Conventional With-Profits Retraspective — asset shares 1 850 467

Pensions business

Conventional With-Profits Retrospective — asset shares | 524 60
Industrial Branch business

Non Unitised Accumulating Retrospective — asset shares 3,313 426
With-Profits business

Direct Unitised Accumulating  Retrospective — shadow fund 1,278 96
With-Profits business ’

Reassurance Accepted Retrospective — shadow fund 556° (C)
Unilised Accumulating With-

profits business

Other business Mot applicable 702 773
Total N/A 8,248 1,939

' Asset shares are not calculated for paid-up policies and the with-profits benefits reserve for such policies is the regulatory
TESETVE.

? This is in Tespect of the London Life Pension Annuity business reinsured into Pearl, for which the with-profits benefit
reserve is set equal to the regulatory reserve. '

? The with-profits benefits reserve for pensions business reinsured from NP1 is set to the regulatory reserve.

The with-profits benefits reserve and future policy related liability figures in the above table represent the
totals in Form 19.

Not applicable.

Not applicable.
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(N

(2)

(3)

With-Profits Benefits Reserve — Retrospective Method

(a)

(b)

(c} (i)

(cXii)

{cXiii)

(a)
(b)

(b)
(e

The with-profits benefit reserve for all business other than Industrial Branch business is
calculated on an individual basis. This amounts to 93.6% of the total with-profits benefit reserve.

The with-profits benefit reserve for Industrial Branch business is calcutated on a grouped basis.
This amounts to 6.4% of the total with-profits benefit reserve.

Contracts are grouped at homogeneous premium series level and premium paying status and
then grouped either by year of entry and year of birth for whole life policies or by year of entry
and five year term bands for endowment policies.

The total number of Industrial Branch. with-profits contracts included in the model at 31
December 2005 was 483,106. These contracts were grouped into a total of 3,029 model points.

The effect of any grouping was tested by comparing the statutory reserves calculated for the
grouped model points with the actual statutory reserves calculated using the individual policy
data used for the regulatory peak valuation. The number of contracts, total office premiums and
total guaranteed benefits were alse compared at product line level.

Not applicable.

Not applicable.

Expenses consist of :

Defined per policy maintenance charges from a Service Management Agreement,
Project costs,

birect costs such as regulatory costs, and
Investment management expenses.

As maintenance expenses are defined in a Service Management Agreement, an expense
investigation is not necessary.

Project and direct costs are calculated each year based on the costs incurred.

Investment management expenses are charged directly based on an Investment Management
Fee Agreement.

Not applicable.

No expenses were identified as initial expenses.

(c)(ii} Maintenance expenses of £55.5m were identified for 2005. These consisted of ;

(c)(iit)

Service company charges £53.8m

Project costs £2.0m

Direct Costs (£0.3m)

For product lines with the with-profit benefits reserve calculated using “retrospective — asset

shares”, the expenses charged to individual with-profits benefit reserves are for maintenance
expenses expressed as per policy amounts, and for investment management expenses
expressed as a percentage of funds under management. The former varies by product line
reflecting the relative costs of administering the business.

For business calculated using “retrospeclive — shadow fund”, an allowance for expenses is
made through an annual management charge expressed as a percentage of the fund.
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(4)

()

(6)

(7)

(1)
()

(2)

(c)(iv) Investment expenses on assets needed to cover the excess of the realistic liabilities over and
above the with-profits benefits reserve (i.e. not deducted from the with-profits benefits reserve)
were 0.30% of assets in 2005.

For Conventional With-Profits Life and Pensions business and non Unitised Accumulating With-Profits
business, a charge of 0.10% per annum, deducted from the investment return, has been made to reflect
the cost of guarantees. No charge is made to Conventional With-Profits Industrial Branch business,
Direct Unitised Accumulating With-Profits business or Reassurance Accepted Unitised Accumulating
With-profits business for the cost of guarantees. No other charges are deducted from the with-profits
benefits reserve in respect of costs of guarantees or the use of capital.

The same charges were made during 2004,

For Direct Unitised Accumulating With-profits business, a periodical management charge is made to the
asset shares, where the charge is as described in Appendix 9.4 for the relevant product.

For Reassurance Accepted Unitised Accumulating With-profits business, the same charging structure is
applied to the shadow fund as to the unit fund.

Proportions of claims paid to with-profits benefits reserve over the last three years are shown below:

2005 2004 2003
102% 113% 111%

They are a best estimate of the payout ratio for with-profits business for the period based on claims
paid, including any guarantee costs. It should be noted that individual payout ratios will differ to this
depending on the product and timing of claim.

The investment return (before tax and expenses) allocated to the with-profits benefits reserve for with-
profits business during 2005 was 12.72%.

With-Profits Benefits Reserve — Prospective Method

Not applicable.

Not applicable.

Costs of Guarantees, Options and Smoothing

(a) The cost of all significant guarantees, options and smoothing have been valued using a full
stochastic approach, with the exception of the pensions misselling liability which is valued using
a certainty equivalence approach.

(b)(i} No contracts have been treated on an individual basis.

(b)(ii) All of the with-profits insurance contracts for which costs have been valued have been treated
on a grouped basis.

{b)(iii) Contracts are grouped by product group and premium series, issue year and quinguennial
bands by original term and issue age (where necessary). The fotal number of with-profits
contracts included in the model at 31 December 2005 was 1,672,526 (comprising 787,334
pensions contracts and 885,192 life contracts). These contracts were grouped into a total of
13,781 model points (comprising 5,445 pensions and 8,336 life).

The total number of contracts, total office premiums and total guaranteed benefits for the
grouped and ungrouped data were compared at product line level. In addition, for conventional
business, the effect of any grouping was tested by comparing the regulatory reserves calculated
for the grouped model points with the actual regulatory reserves calculated using individual
policy data.

(c) Not applicable.
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(3)
(4)

Not applicable.

(a) (i} The main guarantees, aptions and smoothing valued are:

(a)(i)

Basic benefit guarantees, e.g. the sums assured and attaching reversionary bonuses for
conventional with-profits business and the unit fund for accumulating with-profits business
payable on death or maturity for a whole life or endowment or deferred annuity. Some of
these guarantees are in-the-money and others are out-of-the money.

Annuity rate guarantees on certain self employed deferred annuities and some cther
deferred annuity policies, i.e. a guaranteed annuity rate specified in the contract that can
be applied at retirement to convert the cash henefits provided by the contract into annuity
benefits. Generally, these annuity rate guarantees are in-the-money.

Guaranteed minimum pensions {GMP) on Freedom Bond conventional pensions policies
that resulted from transfers from contracted out schemes. This guarantee is that the
pension provided at retirement is at least above a certain level. Generally, these
guaranteed minimum pensions are in-the-money.

The Mortgage Promise made to certain mortgage endowment policies. Generally, this
promise is in-the-money.

Guaranteed surrender values on direct unitised accumulating with-profits business, where
the policyholder receives the unit fund less a surrender penaity on surrender, and where
ne MVA is applicable. Generally, these guaranteed surrender values are currently in-the-
money.

The cost of smoothing arises due to the policy of constraining payouts from year to year.
This acts as a constraint on targeting payouts to 100% of asset share. Since payouts are
currently in excess of asset share, the smoothing costs are generally positive.

Guarantees in respect of certain Personal Pension policyholders where failure to adhere
to the best advice rules may have occurred. This includes guarantees issued by Pearl
Assurance plc and those where they are shared between Pearl Assurance plc and Pearl
Assurance (Unit Linked Pensions) Ltd. Generally, these guarantees are in-the-money.

The model assumes thai:

Interest rates follow a t-factor Hull & White process.

Corporate bond spreads also follow a 1-factor Hull & White process.

Equity and property returns follow an extension of the Black-Scholes lognormal model
with a stochastic rather than deterministic drift term.

The interest rate calibration process is in two steps:

A zero-coupon yield curve is initially derived, which is calibrated to the gilt curve with a
10bp adjustment.

The two parameters that govern the evolution of the interest rate model are chosen so
that, given this discount function, the model replicates swaption prices that wouid be
implied by the yield curve and market swaption volatilities.

The equity model is driven by two parameters that represent the equity dividend yield and equity
process volatility respectively. The dividend yield parameter is set to zero, so as to output total
equity refurns. The volatility parameter is set to reflect the prices of long term at-the-money
equity puts and calls and is fitted using least squares estimation. Note that this parameter is not
directly comparable to the observed market equity volatility as the equity process is a function of
the siochastic interest rate and therefore some of the interest rate voiatility defined by the
interest rate volatility parameter is also included in the equity process.

The following table shows the market data used to calibrate the equity process.
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(a)(iii)

Implied volatility of at-the-money equity put options (%)

Option Term 1 year 2 years 3 years 4 years Syears 10 years
31 December 2005 13.72 14.80 15.57 16.22 16.61 15.77

Source: Lehman Brothers

The correlation assumptions used are listed in the table below. These assumptions are set
based on historic data regarding the correlation between equity and property and long dated
bond price movements, rather than derived directly from market instruments, as there are few
instruments whose price is significantly affected by the assumption.

Correlation factors between asset classes

Long Dated Bonds Equity Index Property Index
Long Dated Bonds 100%
Equity Index 40% 100%
Property Index 10% 30% . 100%

The property mode! is parameterised by two parameters that represent the rental yield and
property process volatility respectively. The rental yield parameter is set to zero, in order to
model total property returns. Ideally, the volatility parameter would be set to reflect the prices of
long term at-the-money property options. However, since this market is in its infancy, the
parameter has been set to 13.5% based on analysis of historic volatility of property indexes.
Note that, as with the equily process, the property volatility parameter is not the observed
market property volatility as the property process is a function of the stochastic interest rate
process and therefore some of the interest rate volatility is also included in the property process.

The corporate bond process models the variation in the spread over risk free bonds. The
calibration of this process is in iwo steps:

. Firstly, the model is calibrated to market zero-coupon corporate bond yields at the
valuation date, so that the model will exactly reproduce the prices of corporate bonds
traded in the market at the valuation date.

. Secondly, fwo parameiers are chosen so that the model optimally replicates the historic
volatility of corporate bond spreads.

The following table shows the simulated values of specific options and/or contracts.

These were produced using the stochastic scenarios used to derive the realistic balance sheet,
with one exception — the corporate bond scenarios used to derive the values are consistent with
those used to determine the realistic balance sheet, but have been calibrated to AA corporate
bonds. The actual scenarios used to determine the realistic balance sheet reflected the average
credit quality of the corperate bond portfolio.
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(@)(iv)

(@)v)

(2)(vi)

As described in 6(4)(a)(ii) the equity dividend yield has been set to zero. The property rental
yield parameter is also set to zero, so as to output total property returns. For the purposes of
calculating a net (of tax) return, the equity dividend yield has been set to 3.34% and the property
rental yield parameter to 3.34%.

For the purposes of rule 7.4.61 of the Integrated Prudential sourcebook, the US and the
Eurozone were the only significant overseas territories. There is no separate asset model for
overseas assets and so the simulated prices of the swaptions would be the same as those set
out in the table in 6(4}(a) (iii).

The outstanding term of significant guarantees within material product classes are shown in the
following table.

Outstanding term of significant guarantees (years)

Product Class GAO ! GMP Guarantees Guarantees on Mortgage
on maturity on maturity surrender Endowment

Promise

Conventional With-profits N/A 5 N/A 9

Life business

Conventional With-profits 1 10 N/A NIA

Pension business

Conventional With-profits N/A 3 N/A N/A

Industrial Branch business

(endowments only)

Non unitised Accumulating N/A 16 NIA N/A

With-profits business

Direct Unitised NIA 6 5 6

Accumulating With-profits

business

Reassurance Accepled NfA NIA N/A N/A

Unitised Accumulating
With-profits business

The fit of the asset model to specimen swaptions and put options is demonstrated below.

Ratio of simulated to pseudo swaptions prices™

Swap Length
Option Maturity 10 years 15 years
10 years 101% 103%
15 years 101% 102%

{1) A swaption consistent with the gilts plus 10 basis points risk-free rate and market swaption volatilities as opposed
to swap rates and swaption volatilities.

This table demonstrates that the scenarios can be used to reproduce market prices. The

observed errors are small, showing that the simulation process does not introduce significant
additional errors over and above that arising from the calibration process.
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~ (a){vii)

Volatility of Put Options

Term Observed ™ | Simulated | Closed form
5 16.61% 16.79% 16.49%
10 : 16.54% 16.15%
15 16.48% 15.97%

" Source Lehman Brothers market data for terms up to and including 5 years and for 10 years. The simulated /
closed form volalilities beyond five years are consistent with how Lehman Brothers have indicated they would price
longer term options.

The observed volatility is that taken from market data for a 5 year at-the-money put opticn. The
simulated volatility is that implied from the 2,000 scenarios which were ‘used in the calculation of
the realistic balance sheet. The closed form volatilities are those that were input into the
calibration of the model. The simulated volatilities closely follow the closed form volatilities,
demonstrating that the error introduced by simulation is small and market consistency is
satisfied.

It was demonstrated that the scenarios used are arbitrage free up to suitable simulation error.
In a market-consistent model, the expected value (or average discounted value) of £1 invested
in a traded asset (e.g. cash, bonds or equities) equals £1 (the “one=one” test). It was checked
that the scenarios passed this test with a small observed error.

(a)(viiiy The working capital is calculated using 2,000 scenarios and deriving the population mean. A

(b)
(c)

95% confidence interval around the mean based on 2,000 scenarios-using the sample standard
deviation is +/-£23m.

In addition, simulations were performed using 2,000 scenarios, which allow reasonable
convergence of the results as can be gauged from the validation tests described in 6(4){a)(vii)
above.

The validation process involves two tests:
= Ensuring the scenarios satisfy the principle of no arbitrage (e.g. as illustrated by the
one-equals-one test).
*  Checking that the market prices of relevant traded instruments can be replicated.

The market-consistent scenario generator used is based on well-established models which
have been subject to peer review in academic literature, and published proofs exist that the
models are internally consistent and arbitrage free. The models were implemented using
simulation techniques. To ensure that the models were implemented correctly and that the
simulation process did not introduce bias, test runs were performed using a sufficient numbers
of scenarios (8 million in total) such that the one-equals-one test would identify any systematic
errors. The models passed this test without error.

The “one=one” test was applied based on the 2,000 scenario’s used, as described in section
6{4)(a)(vii). The resuits were better than might be expected from a naive simulation given the
number of scenarios used as the scenario generation process incorporates extensive rejection
testing and other variance reduction techniques to ensure that the scenarios selected pass the
no-arbitrage test to a close folerance.

The second validation test described above requires that the scenarios themselves can be used
to reproduce {by stochastic simulation) market prices. This was tested separately for swaptions,
equity options and the initial yield curve.

Given the absence of data for property options, it is not possible to illustrate the fit of the
property scenarios to market data; however, the fit of the volatility assumption to closed form
was demonstrated,

Not applicable.

Not applicable.
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(5)

(a)

(b)

The following management actions are assumed when determining the realistic balance sheet:

. The asset mix of the with-profits fund is moved to the intended long-term asset mix,
immediately following the valuation date.

. Bonus rates are changed to target asset share, subject to guarantees and smoothing
constraints.

. If the working capital bums-through the assets in the Pacific fund in either the base or

the risk capital margin scenario, the assets of the with-profits fund are moved into gilts
and cash. This management action was not required at 31 December 2005.

The following tables set out the proportion of the assets backing the with-profits benefit reserve
which would consist of equities (UK and non-UK) and annual bonus rates that would be
modelled under the three different assumed risk-free curves.

Projected Equity Proportions — Scenarios (i), {ii} and (iii)

Equity Proportion

Accumulating  Conventional with-

with-profits profits
(i) Risk free interest rate curve 36.9% 36.9%
- At 31 December 2005
(i) Risk free interest rate curve 33.4% 33.4%
- End 5 years i
(i) Risk free interest rate curve 28.2% 29.2%
- End 10 years
{ii) Risk free interest rate curve + 17.5% 36.9% 36.9%
- At 31 December 2005
(ii) Risk free interest rate curve + 17.5% 33.4% 33.4%
- End 5 years
(i) Risk free interest rate curve + 17.5% 28.2% 29.2%
- End 10 years
{iii} Risk free interest rate curve — 17.5% 36.9% 36.9%
- At 31 December 2005
(iii) Risk free interest rate curve - 17.5% 33.4% 33.4%
- End 5 years
{iii} Risk free interest rate curve — 17.5% 29.2% 29.2%

- End 10 years
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Projected Annual Bonus Rates - Scenarios (i), (ii) and (iii)

Direct Unitised Accumulating With-profits business””  Non Unitised Reassurance
Accumulating Accepted
With-profits Unitised
Business Accumnulating
With-profits
business
Life Pensions Bonus ISA Life
Account
(i) Risk free interest rate curve - At 31 0.9% 1.2% 0.4% 0.5% 0.0% 1.0%
December 2005
(ii} Risk free interest rate curve - End 5 1.1% 1.8% 0.8% 1.1% 0.0% 1.0%
years
{iii) Risk free interest rate curve - End 1.3% 1.8% 0.4% 0.7% 1.5% 1.0%
10 years
(i) Risk free interest rate curve +17.5% 0.9% 1.2% 0.4% 0.5% 0.0% 1.0%
- At 31 December 2005
(it} Risk free inferest rate curve +17.5% 1.5% 2.3% 1.1% 1.6% 0.0% 1.0%
-End § years :
(iii) Risk free interesl rate curve 1.7% 2.3% 0.8% 1.1% 0.0% 1.0%
+17.5% - End 10 years ’
(i) Risk free interest rate curve -17.5% -  0.9% 1.2% 0.4% 0.5% 0.0% 1.0%
At 31 December 2005
{ii} Risk free interest rate curve -17.5% 0.9% 1.4% 0.5% 0.7% 0.0% 1.0%
- End 5 years
{iii} Risk free interest rate curve -17.5% 1.0% 1.4% 0.4% 0.5% 0.0% 1.0%
- End 10 years

" Bonus rates are the weighted average of the high and low bonus rates.
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(6)

The persistency assumptions used to determine the costs of guarantees, options and smoothing are
outlined in the following tables.

Lapse Rate Assumptions (%)

Policy Year
1 2 3 4 5 6 7 8+
Conventional With-profits
Life business
Regular Premium 6.0 6.0 6.0 6.0 6.0 6.0 6.0 6.0
Single Premium 2.0 20 2.0 20 2.0 20 20 2.0
Conventional With-profits
Pensions business
Regular Premium(1} 20 20 2.0 20 2.0 20 20 2.0
Single Premium 20 20 20 2.0 2.0 2.0 20 20
Conventional With-profits 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Industrial Branch
business
Non Unitised 4.0 40 4,0 4.0 4.0 4.0 4.0 4.0
Accumulating With-
profits business
Direct Unitised
Accumulating With-
profits business
Life
Regular Premium 15.0 15.0 15.0 15.0 15.0 15.0 15.0 15.0
Single Premiumi2) 18.0 18.0 18.0 18.0 18.0 38.0 23.0 230
Pensions
Regular Premium 10.0 10.0 10.0 10.0 10.0 10.0 10.0 10.0
Single Premium 10.0 10.0 10.0 10.0 10.0 10.0 10.0 10.0

1SA and Bonus Account 10.0 10.0 10.0 10.0 10.0 50.0 40.0 40.0

Reassurance Accepted 2.0 50 8.0 12.0 250 40.0 250 20.0
Unitised Accumulating

With-profits business

(Life)

m These rates also apply to non-profit pensions contracts which were originally written as simple bonus

with-profit contracts, but became non-profit when paid up.

@ In addition a partial withdrawal rate of 1% per annum of the initial investment is assumed, where applicable.
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Paid Up Rate Assumptions (%)

Conventional With-profits
Life business

Conventional With-profits
Pensions business

Conventional With-profits
Industrial Branch business

Non Unitised Accumulating
With-profits business

Direct Unitised With-profils
business

Life

Pensions

ISA and Bonus Account
Reassurance Accepted

Unitised Accumulating with-
profits Business

1.0

4.0

0.0

3.0

10.0

10.0

N/A

1.0

40

0.0

9.0

3.0

10.0

10.0

N/A

Policy Year
3 4
1.0 10
4.0 4.0
0.0 0.0
9.0 9.0
30 30
10.0 10.0
10.0 10.0
N/A N/A

1.0

4.0

0.0

9.0

3.0

100

10.0

NIA

6+

1.0

40

0.0

9.0

3.0

10.0

10.0

N/A
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The annuitant mortality and take-up rate assumptions are shown in the following tables.

Annuitant Mortality Assumptions

Projection Basis

Male Female
Conventional With-profits Pensions business 75% AMBO0 Ultimate 75% AF80 Ultimate
Annuity Rale Guarantee — post vesting 102.5% RMV92 projected 90.0% RFV92 projected

(" CMIR 17 improvement factors.

Annuity Rate Guarantee Take-up rate Assumptions

Tax free cash percentage Self Employed Deferred Annuity 19%
Other Deferred Annuity 13%
Take-up rate Self Employed Deferred Annuity 100%
Other Deferred Annuity 95%

(7 There is no allowance for any policyholder actions that wouid be taken by policyholders in the

projection of the assets and the liabilities.
7. Financing Costs

Not applicable.
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8. Other Long-Term Insurance Liabilities

A breakdown of the other long-term insurance liabilities is set out below.

Other Long-Term Insurance Liabilities at 31 December 2005 {(Em)

Liability Value
Pensions misselling 475
Other misselling provisions 8
Value of future profits from direct unitised accumulating with- {42
profits business

Value of future profits from reassurance accepted unitised {12)
with-profits business

Value of future shareholder transfers from direct unitised 17
accumulating with-profits business '

Value of accrued shareholder transfers 33
Value of future tax charges levied 228
Total 707

No provisions have been included in respect of ‘Any other liabilities related to regulatory duty to treat
customers fairly.’

9, Realistic Current Liabilities
The realistic current liabilities were £264m and the regulatory current liabilities were £326m. The

following tabie gives a breakdown of the realistic current liabilities and a reconciliation to the regulatory
current liabilities at 31 December 2005.

Current liabilities at 31 December 2005 (£m)}

Liability Value
Quistanding claims 64
Other provisions 24
Creditors 176
Accruals and deferred income 1
Total Realistic Current liabilities 264
Dederred tax liability 61
Total Regulatory Current liabilities 326
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10.

11.

Risk Capital Margin

(a) The risk capital margin at 31 December 2005 was zero.

The most onerous scenario is that which combines:

(i)
(ii)

(iii)

(iv)

v)

(b)
(i)
(in)
(iif)
{iv}
(c} (M
(i)

Tax

20% fall in equity values; 12.5% fall in property values.

17.5% fall in yield curve (UK assets), equivalent to a 0.72% nominal change in the long
term gilt yield from 4.12% to 3.40%. US bond yields are reduced by 0.80%. Eurozone
bond yields are reduced by 0.61%.

The average change in spreads for bonds was +127 basis points (weighted by value},
resulting in a 6.2% fall in bond asset value. The fall in market value for swaps and
swaptions was 5.4%.

The persistency risk scenario did not result in any change in the realistic value of
liabilities. The persistency stress was not applied to the direct unitised accumulating
with-profits business, since a reduction in termination rates would reduce its liability,
due to their being no MVA.

Not applicable.

No additional management actions fo those described in 6(5){a) above were assumed
for the purposes of caleulating the risk capital margin.

Not applicable.
Not applicable.
Not applicable.
Not applicable.

Not applicable.

The following tax treatment has been assumed:

{i) For assets backing the with-profits benefits reserve, policyholder taxes are calculated on the “I-
E” tax basis applicable to BLAGAB business and deducted from the with-profits benefit reserve.
The tax rates are 20% on savings income and indexed capital gains (before allowance for
deferral of gains) and nil on franked income. Tax relief on expenses is assumed to be 20%.

(i) Allowance is made for the “I-E” tax due on assets needed to back the excess of realistic
liabilities over and above the with-profits benefits reserve and is included in the Other Long
Term Insurance Liabilities.

(iii) The allowance made for tax on the assets backing realistic current liabilities is similar to that
outlined in (i) above.
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12.

13.

14.

Derivatives

The with-profit fund holds the following derivative positions:

Purchased FTSE 100 Put Option with nominal exposure of £170m and strike price of 5025.

A portfolio of purchased swaptions with nominal exposure of £859m. The options have maturity
dates spread over the next 14 years. The underlying swaps entitle Pearl to receive the sirike
rate in exchange for the floating swap rate over a term of 15 years. The average strike rate was
5.2%.

A portfolio of purchased swaptions with nominal exposure of £958m. The options have maturity
dates spread over the next 25 years. The underlying swaps entitle Pearl to receive the floating
rate in exchange for the strike rate over a term of 20 years. The average strike rate was 8.1%.

A swap arrangement in which Pearl pays the coupons and maturity proceeds from an
earmarked portfolio of gilts worth. £452m, in returmn for a set of pre-defined inflation indexed
cashflows over the next 38 years.

A portfolio of interest rate swaps with nominal exposure of £837m in which Pearl pays floating
rate coupons and receives fixed rate coupons. The average term to maturity is 24 years and the
average rate of the fixed coupons is 4.4%.

A portfolio of interest rate swaps with nominal exposure of £641m in which Peart pays fixed rate
coupons and receives floating rate coupons. The average term to maturity is 13 years and the
average rate of the fixed coupens is 4.5%.

A portfolio of USD and Euro interest rate swaps with nominal exposure of £355m where Pearl
pays fixed rate coupons and receives floating rate coupons. The average term to maturity is ©
years and the average of the fixed coupons is 4.2%.

Analysis of Working Capital

Analysis of Movement in Working Capital (Em)

With-Profits Fund Working Capital at 31 December 2004 326
Opening Adjustments 6
Investment returns and economic conditions 125
Investment assumptions (asset share EBR) (12)
Surrenders 15
Expenses (5)
Liability assumption changes (&7)
Unexplained (12)
Planned Enhancements reserve (356)
Reported Working Capital at 31 December 2005 0

Overall the investment returns and changes in economic conditions increased working capital by
£126m. This arose mainly from strong equity and property returns throughout the year.

The liability assumption changes includes a change to the assumed annuity pricing margin for the
pensions misselling liability of £{37)m and an increase in the future annual bonus on pension centracts
of £(39)m.

Optional Disclosure

Not applicable.
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Returns under the Accounts and Statements Rules
Statement required under Rule 9.32

PEARL ASSURANCE PLC

Global Business

Financial year ended 31st December 2005

Reinsurance contracts entered into in the year

No outward contracts of non-facultative reinsurance were entered into or modified during the financial year.

Reinsurance premiums ceded in the year

Class of business Non-
facultative
reinsurance
£'000
570 Non Proportional Treaty 7
670 Proportional Treaty 3

10

All premiums ceded relate to non facultative reinsurance.
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Returns under the Accounts and Statements Rules

Certificate required by rule 9.34

Pearl Assurance PLC

Global Business

Financial year ended 31st December 2005

We certify that: -

1. (@)

(b)

(b)

(c)

(d)

| W Laughlin

the return has been properly prepared in accordance with the requirements in
IPRU(INS) and PRU: and

the directors are satisfied :

(i) 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

(i) 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 earned are sufficient, under reasonable actuarial
methods and assumptions, and taking intc 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 particutar, to establish adequate
mathematical reserves;

the sum of the mathematical reserves and the deposits received from reinsurers as
shown in Form 14, constitute proper provision at the end of the financial year in
question 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 into the financial condition of the long-term insurance business;

the with-profits fund has been managed in accerdance with the Principles and
Practices of Financial Management, as established, maintained and recorded under
COB6.10; and

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

(i) advice in preparing the return from every actuary appointed by the insurer
to perform the actuarial function in accordance with SUP 4.3.13R,; and

(if) advice from every actuary appeinted by the insurer to perform the with-
profits actuary function in accordance with SUP 4.3.16R.

J S Moss W R Treen

Managing Director Director Director

Date: March 20086
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Returns under the Accounts and Statements Rules

Independent auditors’ report to the directors pursuant to rule 9.35
PEARL ASSURANCE PLC

Global business

Financial year ended 31st December 2005

We have examined the following documents prepared by the insurer pursuant to the
Accounts and Statements Rules set out in Chapter 9 of the Interim Prudential Sourcebook for
Insurers and the Integrated Prudential Sourcebook (“the Ruies”) made by the Financial
Services Autherity under section 138 of the Financial Services and Markets Act 2000.

s Forms 110 3, 11 to 25, 28 to 31, 36 to 44, 48, 49, 56, 58 and 60 (including the
supplementary notes) ("the Forms”);

s the statements required by rules 9.25, 9.26, 8.27 and 9.29 (“the statements”); and
» the reports required by rule 9.31 (“the valuation reports”}.
We are not required to examine and do not express an opinion an the following:
e Forms 46, 47, 50 to 54, 57, 59A and 59B (including the supplementary notes);
e the statements required by rules 9.30, 9.32 and 9.36; 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
statements and the valuation reporis) under the provisions of the Rules. The requirements of
the Rules have been modified by a waiver issued under section 148 of the Act on 4th
December 2003, which was varied on 7th May and 11th November 2004. Under rule 9.11 the
Forms, the statements, the valuation reports are required to be prepared in the manner set
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 reports prepared in accordance with rule
9.31 are required to reflect appropriaiely the requirements of PRU 7.3 and 7.4.

[t is our responsibility to form an independent opinion as to whether the Forms, the
statements, the valuation reports meet these requirements and to report our opinion 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 Ruies

Independent auditors’ report to the directors pursuant to rule 9.35
PEARL ASSURANCE PLC

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 “Suppiementary guidance for auditors of insurers in the
United Kingdom” issued by the Auditing Practices Board. Our work included examination, on
a test basis, of evidence relevant to the amounts and disclosures in the Forms, the
statements, the valuation reports. The evidence included that previously obtained by us
reiating to the audit of the financial statements of the insurer for the financial year on which
we reported on March 2006. It also included an assessment of the significant estimates and
judgements made by the company in the preparation of the Forms, the statements, the
valuation reports.

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 statements, the valuation reports are free from
material misstatement, whether caused by fraud or other irreguiarity or error, and comply with
rule 9.11.

In accordance with rule 9.35(1A), to the extent that any document, Form, statements, 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:

(@) the Forms, the statements and the valuation reporis fairly state the information
provided on the basis required by the Rules as modified 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 reports appropriately reflect the
requirements of PRU 7.3 and 7.4.

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

Date: March 2006
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