We no longer offer certain of our variable annuity products and are not required to update the
annuity prospectuses for such products. We maintain on this site, for your reference, the most
recent annuity prospectuses for these products. These annuity prospectuses are not an offer, or a
solicitation of an offer, to sell the annuity contracts described therein. Investors in these annuity
products continue to receive certain updated information annually (e.g., fund annual and semi-
annual reports and fund prospectuses).

For more information about your annuity, please reference your quarterly statements, call the Annuity
Service Center at 888-778-2888 or contact your Financial Professional.

"This notice is not part of the accompanying prospectus”

Note: The portfolio prospectus(es) for this product can be found in the subaccount section of the
prospectus page.
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Variable Annuity

PROSPECTUS: MAY 1, 2001

This prospectus describes an individual variable annuity contract offered-by*Pruco Life

Insurance Company of New Jersey (Pruco Life of New Jersey). Pruco bifa*of New Jersey

is an indirect wholly owned subsidiary of the Prudential Insurance.Cempany of America.

The Funds

To Learn More About Discovery Choice

Discovery Choice offers a wide variety of investment
choices, including 40 variable investment options that
invest in mutual funds managed by these leading asset
managers.

Prudential Investments

A I M Capital Management, Inc.
Alliance Capital Management, L.P.
American Century

Credit Suisse Asset Management, LLC
Davis Selected Advisers, L.P.
Fidelity Management & Research Co.
Franklin Advisers

INVESCO Funds Group, Inc.

Janus Capital

Jennison Associates

MFS

Oppenheimer Capital

PIMCO

T. Rowe Price

Please Readthis Prospectus

Please read this,prospectus before purchasing a
Discovery Chbice variable annuity contract and keep it
for future reference. Current prospectuses for each of
the underlying mutual funds accompany this prospec-
tus. These prospectuses contain important information
about the mutual funds. Please read these prospectuses
and keep them for reference.

To learn more abaut the Discovery Choice Variable
Annuity, you éamrequest a copy of the Statement of
Additiongllnformation (SAl) dated May 1, 2001. The
SAl has'been filed with the Securities and Exchange
Comimission (SEC) and is legally a part of this
prespectus. Pruco Life of New Jersey also files other
reports with the SEC. All of these filings can be reviewed
and copied at the SEC’s offices, and can be obtained
from the SEC’s Public Reference Section, 450 5th Street
N.W., Washington, D.C. 20549. The SEC also main-
tains a Web site (http://www.sec.gov) that contains the
Discovery Choice SAl, material incorporated by refer-
ence, and other information regarding registrants that
file electronically with the SEC. The Table of Contents of
the SAl is on Page 37 of this prospectus.

For a Free Copy of the SAI call us at:
=) (888) PRU-2888 or write to us at:

=Y Pruco Life Insurance Company of New Jersey
213 Washington Street
Newark, New Jersey 07102-2992

=9 Prudential Annuity Service Center
P.O. Box 7960
Philadelphia, PA 19101

The SEC has not determined that this contract is a good investment, nor has the SEC determined that this prospectus is complete
or accurate. It is a criminal offense to state otherwise. Investment in a variable annuity contract is subject to risk, including the
possible loss of your money. An investment in Discovery Choice is not a bank deposit and is not insured by the Federal Deposit

Insurance Corporation or any other government agency.
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Glossary

We have tried to make this prospectus as easy to read and understand as possible. By
the nature of the contract, however, certain technical words or terms are
unavoidable. We have identified the following as some of these words or ternss.

ACCUMULATION PHASE

The period that begins with the contract date (see
definition below) and ends when you start receiving income
payments, or earlier if the contract is terminated through
a full withdrawal or payment of a death benefit.

ANNUITANT
The person whose life determines the amount of income
payments that will be paid.

ANNUITY DATE
The date when income payments are scheduled to begin.

BENEFICIARY
The person(s) or entity you have chosen to receive a death
benefit.

CO-ANNUITANT

The person shown on the contract data pages who
becomes the annuitant upon the death of the annlitant.
No co-annuitant may be designated if the ownek is'a non-
natural person.

CONTRACT DATE

The date we receive your initial puxChase payment and all
necessary paperwork in good order-at the Prudential
Annuity Service Center. Contfact anniversaries are mea-
sured from the contract date: A contract year starts on
the contract date or gn a-contract anniversary.

CONTRACT OWNER/OWNER OR YOU

The person entitled to the ownership rights under the
contract.

CONTRACT VALUE
This is the total value of your contract.

DEATH BENEFIT

If the owner dies, the designated person(s) or the
beneficiary will receive, at a minimum, the total amount
invested or a potentially greater amount related to

market appreciation. See “What is the Death Benefit?” on
page 26.

INCOME OPTIONS

Options under the contract that.define the frequency and
duration of income payments/In your contract, these are
referred to as payout 6/\annuity options.

PRUDENTIAL ANNUITY SERVICE CENTER

For general correspondence: P.0. Box 7960, Philadelphia, PA
19101. For express overnight mail: 2101 Welsh Road,
DresheryPA-19025. The phone number is (888) PRU-2888.

PURCHASE PAYMENTS

Thevamount of money you pay us to purchase the contract.
Generally, with some restrictions you can make additional
purchase payments at any time during the accumulation
phase.

SEPARATE ACCOUNT

Purchase payments allocated to the variable investment
options are held by us in a separate account called the
Pruco Life of New Jersey Flexible Premium Variable Annuity
Account. The separate account is set apart from all of the
general assets of Pruco Life of New Jersey.

TAX DEFERRAL

This is a way to increase your assets without currently
being taxed. Generally, you do not pay taxes on your
contract earnings until you take money out of your
contract.

VARIABLE INVESTMENT OPTION

When you choose a variable investment option, we
purchase shares of the mutual fund which are held as an
investment for that option. We hold these shares in the
separate account. The division of the separate account of
Pruco Life of New Jersey that invests in a particular
mutual fund is referred to in your contract as a
subaccount.
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mmary for ions 1—9

For a more complete discussion of the SECTION 2
, . . What Investment Options Can | Choose?
followmg tOpICS, see the correspondmg You can generally invest your money in any/of the
section in Part II of the p)’OSpECtUS. variable investment options that use the‘foutual funds
described in the fund prospectuses provided with this
SECTION 1 prospectus:

What Is The Discovery Choice Variable Annuity?

The Discovery Choice Variable Annuity is a contract,
between you, the owner, and us, the insurance
company, Pruco Life Insurance Company of New
Jersey. Pruco Life Insurance Company of New Jersey will
hereafter be referred to as Pruco Life of New Jersey, we
or us. The contract allows you to invest on a tax-
deferred basis in one or more of 40 variable investment
options. The contract is intended for retirement savings
or other long-term investment purposes and provides for
a death benefit.

The variable investment options are designed to
offer the opportunity for a favorable return. However,
this is NOT guaranteed. It is possible, due to market
changes, that your investments may decrease in yalue:

You can invest your money in any or all of the
variable investment options. You are allowed [2/tax-free
transfers each contract year among the yaridble
investment options, without a charge.

The contract, like all deferred annuity contracts, has
two phases: the accumulation phdse; and the income
phase. During the accumulatiensphase, any earnings
grow on a tax-deferred basisyand are generally only
taxed as income when.ye@Wmake a withdrawal. The
income phase starts'when you begin receiving regular
payments from yeur‘contract. The amount of money
you are able tolagcumulate in your contract during the

The Prudential Series Fund
Diversified Bond Portfelie
Diversified Conservative Growth Portfolio
Equity Portfolio
Global Portfolio
High Yield Bénd Portfolio
MoneyMarket Portfolio
Prudéntial Jennison Portfolio
Small €apitalization Stock Portfolio
Stock Index Portfolio
Value Portfolio
20/20 Focus Portfolio
SP Aggressive Growth Asset Allocation Portfolio
SP Alliance Technology Portfolio
SP Balanced Asset Allocation Portfolio
SP Conservative Asset Allocation Portfolio
SP Growth Asset Allocation Portfolio
SP INVESCO Small Company Growth Portfolio
SP Jennison International Growth Portfolio
SP Large Cap Value Portfolio
SP MFS Capital Opportunities Portfolio
SP MFS Mid-Cap Growth Portfolio
SP PIMCO Total Return Portfolio
SP Prudential U.S. Emerging Growth Portfolio
SP Small/Mid Cap Value Portfolio
SP Strategic Partners Focused Growth Portfolio

accumulation/phase will help determine the amount of AIM Variable Insurance Funds

payments you will receive during the income phase. AIM V.1. Growth and Income Fund
Othertgetors will affect the amount of your payments AIM V.. Value Fund

séchas age, gender and the payout option you Alliance Variable Products Series Fund, Inc.
selécted. Alliance Premier Growth Portfolio

If you change your mind about owning Discovery
Choice, you may cancel your contract within 10 days
after receiving it (or whatever time period is required
under the applicable state law). This time period is
referred to as the Free-Look period.

American Century Variable Portfolios, Inc.
American Century VP Value

Credit Suisse Warburg Pincus Trust
Global Post-Venture Capital Portfolio

Davis Variable Account Fund, Inc.
Davis Value Portfolio
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Franklin Templeton Variable Insurance Products Trust
Franklin Small Cap Fund—Class 2

Janus Aspen Series
Growth Portfolio
International Growth Portfolio

MEFES Variable Insurance Trust
Emerging Growth Series
Research Series

OCC Accumulation Trust
Managed Portfolio
Small Cap Portfolio

T. Rowe Price
Equity Series—Equity Income Portfolio
International Series—International Stock Portfolio

Depending upon market conditions, you may earn or
lose money in any of these options. The value of your
contract will fluctuate depending upon the investment
performance of the mutual funds used by the variable
investment options that you choose. Performance infor-
mation for the variable investment options is providedin
the Statement of Additional Information (SAl). Past
performance is not a guarantee of future results!
Depending on the terms of your contract, not all
portfolios of the Prudential Series Fund may be available
to you.

SECTION 3

What Kind Of Payments Willd-Réceive During The
Income Phase? (Annuitizatioh)

If you want to receive reguldr income from your annuity,
you can choose one ©f Several options, including
guaranteed payménts for the annuitant’s lifetime.
Generally, oncéyou begin receiving regular payments,
you cannot.change your payment plan.

SECTION.4

What Is The Death Benefit?

If the owner dies before the income phase of the
contract begins, the person(s) or entity that you have
chosen as your beneficiary will receive at a minimum,
the total amount invested adjusted for withdrawals or a
potentially greater amount relating to market apprecia-
tion depending on the death benefit option you choose.

SECTION 5

How Can | Purchase A Discovery Choice

Annuity Contract?

You can purchase this contract, under most cir€im-
stances, with a minimum initial purchase-payment of
$10,000. Generally, you can add $1,000%r more at
any time during the accumulation,phése of the
contract. Your representative canrhélp you fill out the
proper forms.

SECTION 6

What Are The Expenses-Associated With

The Discovery Choice-Contract?

The contract ha$ihsurance features and investment
features, and there are costs related to each. Each year
we deduct.aicontract maintenance charge if your
contractyalue is less than $50,000. This charge is
equdlto the lesser of $30 or 2% of your contract value.
For insurance and administrative costs, we also deduct
an annual charge of 1.35% or 1.65% of the average
daily value of all assets allocated to the variable
investment options, depending on the death benefit
option that you have chosen.

There are also charges made by the mutual funds
which are invested in by the variable investment
options. These charges currently range from 0.39% to
1.30% per year of a fund’s average daily assets.

SECTION 7

How Can | Access My Money?

You may take money out at any time during the
accumulation phase. You may, however, be subject to
income tax if you make a withdrawal prior to age 59/,
and an additional tax penalty as well.

SECTION 8

What Are The Tax Considerations Associated With
The Discovery Choice Contract?

Your earnings are generally not taxed until withdrawn. If
you take money out during the accumulation phase,
earnings are withdrawn first and are taxed as ordinary
income. If you are younger than age 59'/2 when you
take money out, you may be charged a 10% federal tax
penalty on the earnings in addition to ordinary taxation.
A portion of the payments you receive during the
income phase is considered partly a return of your
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Summary for Sections 1-9 continued

AIYWWNS  SNLD3dSOYUd IDIOHD AYIA0DSIA

original investment. As a result, that portion of each

payment is not taxable as income. Generally, all \@ :
amounts withdrawn from an Individual Retirement @
Annuity (IRA) contracts are taxable and subject to the %

10% penalty if withdrawn prior to age 59'/.

SECTION 9

Other Information \®
This contract is issued by Pruco Life of New Jersey, an Q\Q
indirect wholly owned subsidiary of the Prudential ‘%
Insurance Company of America, and sold by registered A(b
representatives. %

10
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~* Summary of Contr

The purpose of this summary is to help you to
understand the costs you will pay for Discovery Choice.
This summary includes the expenses of the mutual funds
used by the variable investment options but does not
include any charge for premium taxes that might be
applicable in your state.

For More Detailed Information:

More detailed information can be found on page 28 under the section
called, ““What Are The Expenses Associated With The Discovery Choice
Contract?”’ For more detailed expense information about the mutualfunds,
please refer to the individual fund prospectuses which you will find{atthe
back of this prospectus.

TRANSACTION EXPENSES

Transfer Fee (see Note | below)

first 12 transfers per year $0.00
each transfer after 12 $10.00

Annual Contract Fee and Contract Charge Upéw Full Withdrawal (see Note 2 below)
$60.00

ANNUAL ACCOUNT EXPENSES
AS A PERCENTAGE OF THE AVERAGE ACCOUNT VALUE
Basic Death Benefit Option

Insurance Charge: 1.35%
Enhanced Death‘Benefit Option
InsuranceCharge: 1.65%

Note 1: You will ngtsbéseharged for transfers made in connection with dollar cost averaging and auto-rebalancing.

Note 2: Currently, Wé waive this fee if your contract value is greater than or equal to $50,000. If your contract
value is less,than $50,000, we currently charge the lesser of $30 or 2% of your contract value. We assess this fee
annually ahd ab the time of a full withdrawal. As shown in the table, we can increase this fee in the future up to a
maximdm of $60, but we have no current intention to do so.

Expen

These expenses are based on the (histotical fund
expenses for the year ended December 31, 2000,
except as indicated. Fund 'expenses are not
fixed or guaranteed by the"Discovery Choice
contract and may vary{from year to year.

(1) The Prudentidl Series Fund:
Because this is.the first full year of operation for
all ““SP" Rortfblios, other expenses are esti-
mated hasedvon management’s projection of
non-agvisory fee expenses. Each ““SP* Portfolio
has‘exgense reimbursements in effect, and the
tablesshows total expenses both with and with-
olt)"these expense reimbursements. These
expense reimbursements are voluntary and
may be terminated at any time.
(2) American Century Variable Portfolios, Inc.
and T. Rowe Price Funds
Investment management fees include ordinary
expenses of operating the funds.
(3) Credit Suisse Warburg Pincus Trust and
Davis Variable Account Fund, Inc.
Fee waivers and expense reimbursement or
credits reduced Investment Management Fees
and Other expenses during 2000, but may be
discontinued at any time.
(4) Franklin Templeton Variable Insurance
Products Trust
Other Expenses of 0.53% includes a distribution
and service (12b-1) fee of 0.25%. The Fund'’s
class 2 distribution plan or “rule 12b-1 plan’ is
described in the Fund’s prospectus. The man-
ager has agreed in advance to make an esti-
mated reduction of 0.04% of its fee to reflect
reduced services resulting from the Fund’s
investment in a Franklin Templeton money
fund. This reduction is required by the Fund’s
Board of Trustees and an order of the Securi-
ties and Exchange Commission.
(5) Janus Aspen Series
Table reflects expenses based upon expenses
for the fiscal year ended December 31, 2000,
restated to reflect a reduction in the manage-
ment fee. All expenses are shown without the
effect of any offset arrangements.
(6) MFS Variable Insurance Trust
An expense offset arrangement with the Fund’s
custodian resulted in a reduction in Other
Expenses by 0.01%.

12
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ANNUAL MUTUAL FUND EXPENSES (AFTER REIMBURSEMENT, IF ANY)

AS A PERCENTAGE OF EACH PORTFOLIO’S AVERAGE DAILY NET ASSETS:

INVESTMENT 12b-1 OTHER TOTAL CONTRACTUAL TOTALACTUAL
MANAGEMENT FEES FEE EXPENSES EXPENSES EXRENSES*
The Prudential Series Fund, Inc.
Diversified Bond Portfolio 0.40% N/A 0.05% 0.45% 0.45%
Diversified Conservative Growth Portfolio 0.75% N/A 0.18% 0.98% 0.93%
Equity Portfolio 0.45% N/A  0.04% 0:49% 0.49%
Global Portfolio 0.75% N/A 0.10% 0:85% 0.85%
High Yield Bond Portfolio 0.55% N/A  0.05% 0.60% 0.60%
Money Market Portfolio 0.40% N/A  0.04% 0.44% 0.44%
Prudential Jennison Portfolio 0.60% N/A 0.04% 0.64% 0.64%
Small Capitalization Stock Portfolio 0.40% N/A  0{08% 0.48% 0.48%
Stock Index Portfolio 0.35% N/A 0504% 0.39% 0.39%
Value Portfolio 0.40% N/A 0.05% 0.45% 0.45%
20/20 Focus Portfolio 0.75% N/A 0.13% 0.88% 0.88%
SP Aggressive Growth Asset Allocation Portfolio 0.84%** N/A 0.40% 1.24% 1.04%
SP Alliance Technology Portfolio 1.15% N/A  0.65% 1.80% 1.30%
SP Balanced Asset Allocation Portfolio 0.75%** N/A 0.33% 1.08% 0.92%
SP Conservative Asset Allocation Portfolio QZA%** N/A 0.30% 1.01% 0.87%
SP Growth Asset Allocation Portfolio 0:80%** N/A 0.35% 1.15% 0.97%
SP INVESCO Small Company Growth Portfolio 0.95% N/A 1.08% 2.03% 1.15%
SP Jennison International Growth Portfolio 0.85% N/A 0.45% 1.30% 1.24%
SP Large Cap Value Portfolio 0.80% N/A 1.00% 1.80% 0.90%
SP MFS Capital Opportunities Portfolio 0.75% N/A  0.96% 1.71% 1.00%
SP MFS Mid-Cap Growth Portfolio 0.80% N/A  0.63% 1.43% 1.00%
SP PIMCO Total Return Portfolio 0.60% N/A 0.26% 0.86% 0.76%
SP Prudential U.S. Emerging Growth\Portfolio 0.60% N/A  0.47% 1.07% 0.90%
SP Small/Mid Cap Value Portfolio 0.90% N/A  0.51% 1.41% 1.05%
SP Strategic Partners Focused/Growth Portfolio 0.90% N/A  0.85% 1.75% 1.01%
AIM Variable Insurance Funds
AIM V.I. Growth and{Ingome Fund 0.60% N/A 0.24% 0.84% 0.84%
AIM V.I. Value Eund 0.61% N/A 0.23% 0.84% 0.84%
Alliance Variable Prgducts Series Fund, Inc.?
AlliancéxPremier Growth Portfolio—Class B 1.00% 0.25 0.05% 1.30% 1.30%
American Century Variable Portfolios, Inc.
Amexican Century VP Value 1.00% N/A  0.00% 1.00% 1.00%
Credit Sisse Warburg Pincus Trust®
Global Post-Venture Capital Portfolio 1.25% N/A  0.28% 1.53% 1.40%
Davis Variable Account Fund, Inc.*
Davis Value Portfolio 0.75% N/A  0.26% 1.01% 1.00%
Franklin Templeton Variable Insurance Products Trust®
Franklin Small Cap Fund—Class 2 0.53% 0.25 0.28% 1.06% 1.02%

THIS CHART CONTINUES ON THE NEXT PAGE

AJYWWNS  SNLD3dSOYUd IDIOHD AYIA0DSIA
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Summary of Contract Expenses continued
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A AL TUAL FUND EXPENSE TINUED) (AFTER REIMBURSEMENT, IF ANY.
*
AS A PERCENTAGE OF EACH PORTFOLIO'S AVERAGE DAILY NET ASSETS: \\
INVESTMENT 12b-1 OTHER TOTAL CONTRACTU. TAL ACTUAL
MANAGEMENT FEES FEE EXPENSES EXPENSES EXPENSES*
Janus Aspen Series—Institutional Shares® e O\
Growth Portfolio 0.65% N/A 0.02% 0. 0.67%
International Growth Portfolio 0.65% N/A 0.06% \@l % 0.71%
MFS Variable Insurance Trust’ “
. . N7l
Emerging Growth Series 0.75% N/A 0.1024(0 0.85% 0.84%
Research Series 0.75% NA  0.10%N 0.85% 0.84%
OCC Accumulation Trust 4
Managed Portfolio 0.78% N/ (aOS% 0.86% 0.86%
Small Cap Portfolio 0.80% 0.10% 0.90% 0.90%
T. Rowe Price®
Equity Series—Equity Income Portfolio 0.85% Q NA  0.00% 0.85% 0.85%
International Series—International Stock Portfolio 1.0&@ N/A 0.00% 1.05% 1.05%

* Reflects the effect of management fee waivers and reimbursement of expenses,é@See notes on page 12.

** Each Asset Allocation portfolio invests in shares of other Series Fund portfolies. The advisory fees for the Asset Allocation Portfolios depicted above are the product of a
blend of the fees of those other Fund Portfolios, plus a 0.05% annual advi ‘ee payable to PIFM.

The “Expense Examples’’ on the following pages are calculated usiﬁ\@bml Actual Expenses.

@
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Expense Examples

These examples will help you compare the fees and
expenses of the different variable investment options
offered by Discovery Choice. You can also use the
example to compare the cost of Discovery Choice with
other variable annuity contracts.

Example 1: Basic Death Benefit Option

This example assumes that you:

® Invest $10,000 in Discovery Choice;

® Elect the Basic Death Benefit Option;

® Allocate all of your assets to only one of the variable investment optiens;
® That your investment has a 5% return each year; and

® The mutual fund’s operating expenses remain the same eachwear.

Example 2: Enhanced Death Benefit Option

This example assumes that you:

® Invest $10,000 in Discovery Choice;

® Elect the Enhanced Death Benefit Option;

® Allocate all of your assets to only one of theyvariable investment options;
® That your investment has a 5% return edach-year; and

® The mutual fund’s operating expenses®emain the same each year.

Because this contract has no withdsawal charges, your costs are not
impacted by whether or not you ehoose to make withdrawals. Your actual
costs may be higher or lower{ but on the following page are examples of
what your costs would be.based on these assumptions.

Notes for Expense Examples:
These examples should not ke (considered a
representation of past or jfuturé expenses.
Actual expenses may be greater or less than
those shown.

If your contract valde i less than $50,000, on
your contract anniversary (and upon a full
withdrawal), we'deduct the lesser of $30.00 or
2% of therehtract value. The examples use an
averageyannual contract fee, which we calcu-
latedhbased on our estimate of the total con-
traet fees we expect to collect in 2001. Based
oh-these estimates, the annual contract fee is
included as an annual charge of 0.05% of
contract value. Your actual fees will vary based
on the amount of your contract and your spe-
cific allocation(s).

Premium taxes are not reflected in the exam-
ples. A charge for premium taxes may apply
depending on the state where you live. The
table of Accumulation Unit Values appears
beginning on page 38.
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*
EXAMPLE 1: EXAMPLE 2: \Q)
WITH THE BASIC DEATH BENEFIT WITH THE ENHANCED DEATH BEI'\I.A
The Prudential Series Fund 1YR 3YRS 5YRS 10YRS 1YR 3YRS i&‘olOYRS

Diversified Bond Portfolio $184 $571 $982 $2131 $213 $659 WO $2434
Diversified Conservative Growth Portfolio $232 $717  $1227  $2630 $261 8 $1372  $2918
Equity Portfolio $188 $583 $1003 $2173 $217 $1151 $2475
Global Portfolio $224 $692 $1187 $2548 $25 9 $1332 $2839
High Yield Bond Portfolio $199 $616  $1059  $2289  $22 $704 $1206 $2588
Money Market Portfolio $183  $568  $977 $2120 @ $656  $1125  $2424
Prudential Jennison Portfolio $203 $629 $1080 $233 32 $716  $1227  $2628
Small Capitalization Stock Portfolio $187  $580 $998  $2463% $216  $668 $1146  $2465
Stock Index Portfolio $178 $552 $951 7 $207 $640 $1100 $2372
Value Portfolio $184 $571 $98 131 $213 $659 $1130 $2434
20/20 Focus Portfolio $227 $701 § @* 2579  $256 $788 $1347 $2868
SP Aggressive Growth Asset Allocation Portfolio $270  $771 69 $2953 $272  $836 $1426 $3025
SP Alliance Technology Portfolio $244  $8 $1330 $2781 $298 $913  $1554  $3273
SP Balanced Asset Allocation Portfolio $270 & $1364 $2957 $260 $800 $1367 $2908
SP Conservative Asset Allocation Portfolio $23j $788 $1293 $2680 $255 $785 $1342 $2858
SP Growth Asset Allocation Portfolio $226\ $708 $1206 $2577 $265 $815  $1392  $2957

SP INVESCO Small Company Growth Portfolio .$§q $709 $1229 $2654 $283 $869 $1480 $3131
SP Jennison International Growth Portfolio 8& 5 $748 $1304 $2822 $292 $896 $1525 $3217

SP Large Cap Value Portfolio $264  $792 $1366 $2924  $258 $794 $1357 $2888
SP MFS Capital Opportunities Portfolio $229 $774  $1275 $2653 $268 $824  $1406 $2986
SP MFS Mid-Cap Growth Portfolio $240 $718 $1244 $2684 $268 $824  $1406 $2986
SP PIMCO Total Return Portfolio $240  $738 $1262 $2700 $244  $752 $1287 $2749
SP Prudential U.S. Emerging Growth,Pertfolio $215 $712  $1186 $2495 $258 $794 $1357 $2888
SP Small/Mid Cap Value Portfalio $229 $680 $1186 $2577  $273 $839 $1431 $3035

SP Strategic Partners FocusedjGrowth Portfolio $245 $723  $1260 $2727 $269  $827 $1411  $2996

AIM Variable Insurance Funds

AJYWWNS  SNLD3dSOYUd IDIOHD AYIA0DSIA

AIM V.I. Growth andIncome Fund $223 $689 $1182 $2538 $252 $776  $1327  $2829
AIM V.I Value Fond $223 $689 $1182 $2538 $252 $776  $1327  $2829

Alliance Variable Products Series Fund, Inc.

Alliance, Premier Growth Portfolio—Class B $241 $741  $1267 $2710 $207 $640 $1100 $2372

American Centuty Variable Portfolios, Inc.

American Century VP Value $240 $738  $1262 $2700 $268 $824  $1406 $2986

Credit Suisse Warburg Pincus Trust

Global Post-Venture Capital Portfolio $279 $857 $1461 $3094 $308 $943 $1602 $3367

Davis Variable Account Fund, Inc.

Davis Value Portfolio $240 $738  $1262 $2700 $258 $794 $1357 $2888

Franklin Templeton Variable Insurance Products Trust

Franklin Small Cap Fund—Class 2 $242  $744  $1272 $2720 $270  $830 $1416 $3005

THIS CHART CONTINUES ON THE NEXT PAGE
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Expense Examples continued
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EXPENSE EXAMPLES 1 AND 2

EXAMPLE 1:
WITH THE BASIC DEATH BENEFIT

EXAMPLE 2:

WITH THE ENHANCED DE@E\\/

Vo

@0

EFIT

1YR 3YRS 5YRS 10YRS 1YR 3 YRSK ?RS 10 YRS

Janus Aspen Series O

Growth Portfolio $206 $638 $1095 $2363 $235 $725 $1242  $2659

International Growth Portfolio $210 $650 $1116  $2404 $23§\®$737 $1262  $2699
MES Variable Insurance Trust (\Q

Emerging Growth Series $223 $689 $1182 $2538§Q2 $776  $1327  $2829

Research Series $223 $689 $1182 $2&% $252 $776  $1327  $2829
OCC Accumulation Trust O\

Managed Portfolio $225  $695 $1192 @2558 $254  $782 $1337  $2849

Small Cap Portfolio $229 $707  $1 $2599  $258 $794 $1357 $2888
T. Rowe Price A\

Equity Series—Equity Income Portfolio $224 $6 T(87 $2548 $253 $779 $1332  $2839

International Series—Int’l Stock Portfolio $245 $1287 $2750 $273 $839 $1431 $3035

These examples do not show past or future expenses. Actual expenses for a partic@r may be more or less than those shown in the examples.
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What is the Discovery Choice
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Variable Annuity?

The Discovery Choice Variable Annuity is a
contract between you, the owner, and us,
the insurance company, Pruco Life
Insurance Company of New Jersey (Pruco
Life of New Jersey, We or Us).

Under our contract or agreement, in exchange for your
payment to us, we promise to pay you a guaranteed
income stream that can begin any time after the first
contract anniversary. Your annuity is in the accumula-
tion phase until you decide to begin receiving annuity
payments. The date you begin receiving annuity
payments is the annuity date. On the annuity date, your
contract switches to the income phase.

This annuity contract benefits from tax deferral.
Tax deferral means that you are not taxed on earnifgs
or appreciation on the assets in your contract untityou
withdraw money from your contract.

Discovery Choice is a variable annuitycontract.
This means that during the accumulation phase, you
can allocate your assets among 40,variable investment
options. The amount of mongyyewrare able to
accumulate in your contractdihg the accumulation
phase depends upon the.inygstment performance of the
mutual fund associgtedwith that variable investment
option. Because thed mutual funds’ portfolios fluctuate in
value dependingupon market conditions, your contract
value can eithgrincrease or decrease. This is important,
since they@mount of the annuity payments you receive
during thésincome phase depends upon the value of
youar contract at the time you begin receiving payments.

As the owner of the contract, you have all of the
decision-making rights under the contract. Youdwill also
be the annuitant unless you designate someone else.
The annuitant is the person who recejyves.the annuity
payments when the income phase begins. The annui-
tant is also the person whose life is\wused to determine
how much and how long théséfpayments will continue.
On and after the annuity date, the annuitant is the
owner and may not be\chiahged.

The beneficiary.s the person(s) or entity designated
to receive any déath benefit if the owner(s) dies during
the accumualiation phase. You may change the benefici-
ary any time prior to the annuity date by making a
written reqdest to us. Your request becomes effective on
the'date your written request is signed, provided your
Written request is received in good order. The benefici-
ary becomes the owner when a death benefit is
payable.

Short Term Cancellation Right or ““Free Look"

If you change your mind about owning Discovery

Choice, you may cancel your contract within 10 days

after receiving it (or whatever period is required by

applicable law). You can request a refund by returning

the contract either to the representative who sold it to

you, or to the Prudential Annuity Service Center at the

address shown on the first page of this prospectus. You

will receive, depending on applicable law:

®  Your full purchase payment; or

® The amount your contract is worth as of the day
your contract is mailed or delivered to us. This
amount may be more or less than your original
payment.
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What Investment Options

Can I Choose?

The contract gives you the choice of
allocating your purchase payments to any
one or more of 40 variable investment
options.

The 40 variable investment options invest in mutual
funds managed by leading investment advisors. Each of
these mutual funds has a separate prospectus that is
provided with this prospectus. You should read the
mutual fund prospectus before you decide to allocate
your assets to the variable investment option using
that fund.

VARIABLE INVESTMENT OPTIONS

Listed below are the mutual funds in which the variable
investment options invest. Depending on the terms of
your contract, not all of these options may be available
to you. Each variable investment option has a different
investment objective.

The Prudential Series Fund, Inc.

® Diversified Bond Portfolio

® Diversified Conservative Growth Portfolio

¢ Equity Portfolio

®  Global Portfolio

® High Yield Bond Portfolio

® Money Market Portfolio

® Prudential Jennison Portfolio (domiéstic equity)

¢ Small Capitalization Stock Partfolio

® Stock Index Portfolio

® Value Portfolio (domestic equity) (formerly Equity
Income Portfolio)

® 20/20 Focus Pertfelio (domestic equity)

® SP Aggressive Growth Asset Allocation Portfolio

® SP AllianéeNeéchnology Portfolio

® SP Balanged Asset Allocation Portfolio

® SP €onservative Asset Allocation Portfolio

® SP Growth Asset Allocation Portfolio

® SP INVESCO Small Company Growth Portfolio

® SP Jennison International Growth Portfolio

® SP Large Cap Value Portfolio

® SP MFS Capital Opportunities Portfolio

® SP MFS Mid-Cap Growth Portfolio

® SP PIMCO Total Return Portfolio

11 L3vd

® SP Prudential U.S. Emerging Growth Portfolio
® SP Small/Mid Cap Value Portfolio
® SP Strategic Partners Focused Growth Portfdlio

The Prudential Series Fund, Inc. is managed by Prudential
Investments Fund Management LLC (“PIFM’), a)Prudential
subsidiary, through subadvisers that PIFM employs by using a
manager -of- managers approach. Prudéntial Investment
Management, Inc. also a Prudentiakstibsidiary, serves as
subadviser to the Diversified Bond Partfolio, the fixed income
sleeve of the Diversified Conservative’ Growth Portfolio, the High
Yield Bond Portfolio, the MonéyWarket Portfolio, the Small
Capitalization Stock Portfolie \and the Stock Index Portfolio.
Jennison Associates LLG; also a Prudential subsidiary, serves as
subadviser to the growth and value sleeves of the Diversified
Conservative Growith Portfolio, the Equity Portfolio, the Global
Portfolio, the Prudential Jennison Portfolio, the Value Portfolio,
the 20/20 FocusPertfolio, the SP Jennison International Growth
Portfolioy, the ISP Prudential U.S. Emerging Growth Portfolio, and
a portion of the SP Strategic Partners Focused Growth Portfolio.
Franklin’Advisers, Inc., the Dreyfus Corporation and Pacific
Investment Management Company also each manage a portion
of the Diversified Conservative Growth Portfolio. GE Asset
Management Incorporated and Salomon Brothers Asset Man-
agement Inc., each serving as sub-advisors, manage a portion
of the Equity Portfolio. Deutsche Asset Management Inc. and
Victory Capital Management, Inc., each serving as sub-advisors,
manage a portion of the Value Portfolio. Alliance Capital
Management, L.P. serves as subadviser to the SP Alliance
Technology Portfolio and a portion of the assets of the SP
Strategic Partners Focused Growth Portfolio. INVESCO Funds
Group, Inc. serves as subadviser to the SP INVESCO Small
Company Growth Portfolio. Fidelity Management and Research
Company serves as subadviser to the SP Large Cap Value
Portfolio and the SP Small/Mid Cap Value Portfolio. Massachu-
setts Financial Services Company serves as subadviser to the SP
MFS Capital Opportunities Portfolio and the SP MFS Mid-Cap
Growth Portfolio. Pacific Investment Management Company
serves as subadviser to the SP PIMCO Total Return Portfolio.
Each of the asset allocation portfolios is managed solely by
PIFM.

AIM Variable Insurance Funds
* AIM V.l. Growth and Income Fund
* AIM V.Il. Value Fund

AIM Advisors, Inc. serves as investment adviser to both of
these funds.

Alliance Variable Products Series Fund, Inc.

® Alliance Premier Growth Portfolio
Alliance Capital Management is the investment adviser of the
Alliance Variable Products Series Fund.

6~1 SNOILD3FS SNLIIdSOUd IDI0OHD AYIA0DSIA
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What Investment Options Can I Choose? continued
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American Century Variable Portfolios, Inc.

® American Century VP Value

American Century Investment Management, Inc. is the
investment adviser for American Century VP Value.

Credit Suisse Warburg Pincus Trust

® Global Post-Venture Capital Portfolio

Credit Suisse Asset Management, LLC serves as investment
adviser and Abbott Capital Management, L.P. serves as sub-
investment adviser for that portion of the Global Post-Venture
Capital Portfolio allocated to private limited partnerships or
other investment funds.

Davis Variable Account Fund, Inc.

® Davis Value Portfolio

Davis Selected Advisers, L.P. is the investment adviser and
Davis Selected Advisers-NY, Inc. is sub-adviser to the Davis
Value Portfolio.

Franklin Templeton Variable Insurance Products Trust
®  Franklin Small Cap Fund—Class 2

Franklin Advisers, Inc. is the investment manager for this
portfolio of the Franklin Templeton Variable InsuranceNProducts
Trust.

Janus Aspen Series
®  Growth Portfolio

® |nternational Growth Portfolio
Janus Capital Corporation serves gs,investment adviser to the
Growth Portfolio and the Interndational Growth Portfolio.

MFS Variable Insurande’Trust
® Emerging Growth)Series
® Research Series (long-term growth and future

income)
Massachusetts Financial Services Company, a Delaware
corporation, s the investment adviser to the Emerging Growth
Series{and the Research Series.

OCC Accumulation Trust
® Managed Portfolio (equity)
®  Small Cap Portfolio

OpCap Advisors is the investment adviser to the Managed
Portfolio and the Small Cap Portfolio.

T. Rowe Price

® T. Rowe Price Equity Series, Inc., EquityNin€ome
Portfolio

® T. Rowe Price International Series, IfAc/,

International Stock Portfolio
T. Rowe Price Associates, Inc. is the investment manager for
the Equity Income Portfolio and,Réwe Price-Fleming Interna-
tional, Inc. is the investment iearager for the International
Stock Portfolio.

Except for the Rrudential Series Fund Inc., we are
paid by each fupd or an affiliate of each fund for
administrative and other services that we provide. The
amount wéseceive is based on an annual percentage
of the average assets of Discovery Choice invested in
thapfund.

TRANSFERS AMONG OPTIONS

You can transfer money among the variable investment
options. Your transfer request may be made by
telephone, electronically, or otherwise in paper form to
the Prudential Annuity Service Center (electronic trans-
fer capability will become available during 2001). Only
two transfers per month may be made by telephone or
electronically. After that, all transfer requests must be in
writing with an original signature. We have procedures
in place to confirm that instructions received by
telephone or electronically are genuine. We will not be
liable for following telephone or electronic instructions
that we reasonably believe to be genuine. Your transfer
request will take effect at the end of the business day on
which it was received. Our business day usually closes
at 4:00 p.m. Eastern time.

During the contract accumulation phase, you can
make 12 transfers each contract year, among the
investment options, without charge. If you make more
than 12 transfers in one contract year, you may be
charged up to $30 for each additional transfer.
Currently we charge only $10 for additional transfers.
(Dollar Cost Averaging and Auto-Rebalancing transfers
are always free, and do not count toward the 12 free
transfers per year.)
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DOLLAR COST AVERAGING

The dollar cost averaging (DCA) feature allows you to
systematically transfer either a fixed dollar amount or a
percentage out of the Money Market Portfolio and into
any other variable investment option(s). You can
transfer money to more than one variable investment
option. The investment option used for the transfers is
designated as the DCA account. You can have these
automatic transfers made from the DCA account
monthly, quarterly, semiannually or annually. By allocat-
ing amounts on a regular schedule instead of allocating
the total amount at one particular time, you may be less
susceptible to the impact of market fluctuations. Of
course, there is no guarantee that dollar cost averaging
will ensure a profit or protect against a loss in declining
markets.

Each transfer from your DCA account must be at
least $100. Transfers will be made automatically on the
schedule you elect until the entire amount in your DCA
account has been transferred or until you tell us to
discontinue the transfers. If your DCA account balance
drops below $100, the entire remaining balance af thée
account will be transferred on the next transfer date.
You can allocate subsequent purchase payments to re-
open the DCA account at any time.

Your transfers will be made on the-last'calendar day
of each transfer period you have selected, provided that
the New York Stock Exchange islopén on that date. If
the New York Stock Exchangeis’not open on a
particular transfer date, the transfer will take effect on
the next business day.

Any transfers yousmiake because of Dollar Cost
Averaging are ndt €ounted toward the 12 free transfers
you are allowéd,each contract year. The DCA feature is
available.only during the contract accumulation phase.

ASSET ALLOCATION PROGRAM

We recognize the value of having advice when deciding
on the allocation of your money. If you choose to
participate in the Asset Allocation Program, your
representative will give you a questionnaire to complete
that will help determine a program that is appropriate
for you. Your asset allocation will be prepared based on
your answers to the questionnaire. You will not be

charged for this service and you are not obligated to
participate or to invest according to program
recommendations.

AUTO-REBALANCING

Once your money has been allocated améng the
variable investment options, the agtud) performance of
the investment options may cause your allocation to
shift. For example, an investmeht option that initially
holds only a small percentage of your assets could
perform much better than another investment option.
Over time, this optioncould increase to a larger
percentage of your'assets than you desire. You can
direct us to aytomatically rebalance your assets to
return to your‘original allocation or to change alloca-
tions bysselecting the Auto-Rebalancing feature. The
DCAraccount cannot participate in this feature.

Your rebalancing will be done monthly, quarterly,
semiannually or annually based on your choice. The
rebalancing will be done on the last calendar day of the
period you have chosen, provided that the New York
Stock Exchange is open on that date. If the New York
Stock Exchange is not open on that date, the
rebalancing will take effect on the next business day.

Any transfers you make because of Auto-Rebalanc-
ing are not counted toward the 12 free transfers you are
allowed per year. This feature is available only during
the contract accumulation phase. If you choose auto-
rebalancing and dollar cost averaging, auto-rebalanc-
ing will take place after the transfers from your DCA
account.

VOTING RIGHTS

We are the legal owner of the shares in the mutual
funds available as variable investment options. How-
ever, we vote the shares of the mutual funds according
to voting instructions we receive from contractowners.
We will mail you a proxy which is a form you need to
complete and return to us to tell us how you wish us to
vote. When we receive those instructions, we will vote all
of the shares we own on your behalf in accordance with
those instructions. Fund shares for which we do not
receive instructions or which we own in our own right,
are voted in the same proportion as shares for which

6~1 SNOILD3FS SNLIIdSOUd IDI0OHD AYIA0DSIA

23



11 L3vd

What Investment Options Can I Choose? continued
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instructions are received from contractowners. We may
change the way your voting instructions are calculated if
it is required by federal or state regulation.

SUBSTITUTION

We may substitute one or more of the mutual funds
used by the variable investment options. We may also
cease to allow investments in existing funds. We would
do this only if events such as investment policy changes
or tax law changes make the mutual fund unsuitable.
We would not do this without the approval of the
Securities and Exchange Commission and necessary
state insurance department approvals. You will be given
specific notice in advance of any substitution we intend
to make.
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Income Phase? (Annuitization)

PAYMENT PROVISIONS

We can begin making annuity payments any time after
the first contract anniversary (or as required by state
law, if different). Annuity payments must begin no later
than the contract anniversary that coincides with or
follows the annuitant’s 90th birthday (unless we agree
to another date).

We make the income plans described below availa-
ble at any time before the annuity date. These plans are
called annuity options or settlement options. During the
income phase, all of the annuity options under this
contract are fixed annuity options. This means that your
participation in the variable investment options ends on
the annuity date. If an annuity option is not selected by
the annuity date, the Life Income Annuity Option
(Option 2, described below) will automatically be
selected unless prohibited by applicable law. Generally,
once the annuity payments begin, the annuity option
cannot be changed.

Option 1

Annuity Payments for a Fixed Period

Under this option, we will make equal payments for the
period chosen, up to 25 years. The annuity payments
may be made monthly, quarterly, semianfiually, or
annually, as you choose, for the fixed.petiod. If the
annuitant dies during the income phase, payments will
continue to the beneficiary for the remainder of the
fixed period. A lump sum payment will be made to the
beneficiary if the beneficiary~so chooses. The amount of
the lump sum payment is determined by calculating the
present value of the unpaid future payments based
upon the interest{rdate used to compute the actual
payments. Thesinterest rate used will always be at least
3% a year.

Option 2
Life Income Annuity Option
Under this option, we will make annuity payments
monthly, quarterly, semiannually, or annually,“as you
choose, as long as the annuitant is alive ffthe
annuitant dies before we have made 10Weéars worth of
payments, we will pay the beneficiary the present value
of the remaining annuity payments)in one lump sum
unless we are specifically instructed that the remaining
monthly annuity payments’ eontinue to be paid to the
beneficiary. The presentwalue of the remaining annuity
payments is calculgted.by using the interest rate used to
compute the amount of the original 120 payments. The
interest rate used will always be at least 3% a year.

If you hiayé not selected an annuity option by the
annuityrdate, this is the option we will automatically
selectfor you, unless prohibited by applicable law.

Option 3
Interest Payment Option
Under this option, we hold all or a portion of your
contract value in order to accumulate interest. We can
make interest payments on a monthly, quarterly,
semiannual, annual basis or allow the interest to accrue
on your contract assets. Under this option, we will pay
you interest at an effective rate of at least 3% a year.
This option is not available if your contract is held in
an IRA. Under this option, all gain in the annuity will be
taxable as of the annuity date.

Option 4

Other Annuity Options

We currently offer a variety of other annuity options not
described above. At the time annuity payments are
chosen, we may make available to you any of the fixed
annuity options that are offered at your annuity date.

6~1 SNOILD3FS SNLIIdSOUd IDI0OHD AYIA0DSIA
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What is the
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The death benefit feature protects the
value of the contract for the beneficiary.

BENEFICIARY

The beneficiary is the person(s) or entity you name to
receive any death benefit. The beneficiary is named at
the time the contract is issued, unless you change it at a
later date. Unless an irrevocable beneficiary has been
named, during the accumulation period you can
change the beneficiary at any time before the owner
dies.

CALCULATION OF THE DEATH BENEFIT:

The death benefit to which your beneficiary is entitled
depends on whether you elected the basic death benefit
or the enhanced death benefit.

Basic Death Benefit:

If the owner dies during the accumulation period, after

we receive the appropriate proof of death and any other

needed documentation (“due proof of death/()7your

beneficiary will receive the greater of the fejlowing:

1. the contract value as of the date wafécgive due
proof of death; or

2. the total of all purchase payménts'made, proportion-
ally reduced by the effectofiwithdrawals.

Enhanced Death Benefit;

If the owner dies during the accumulation period and
prior to age 80, your.beneficiary will receive the greater
of the following aswof the date we receive due proof of
death:

Death Benefit?

1. the contract value; or

2. the guaranteed minimum death benefit (GNMDB).
The GMDB is calculated daily and is eqyal to the
highest value of the contract on any Contract
anniversary. This is called the step-up value. Before
the first contract anniversary, the step-up value is the
initial purchase paymentineréased by subsequent
purchase payments and, proportionally reduced by
the effect of withdrawals. Between anniversaries, the
step-up is increased only by purchase payments and
proportionallyreduced by the effect of withdrawals.

After theycontract anniversary on or next following
the 80th birthday of the owner, the beneficiary will
receive a death benefit as of the date we receive due
proef/of death equal to the greater of:

(a) the contract value; or

(b) the GMDB as of the contract anniversary on or next
following the owner’s 80th birthday increased by
subsequent purchase payments since such contract
anniversary and proportionally reduced by the effect
of withdrawals since such contract anniversary.

Here is an example of a proportional reduction:

If an owner withdrew 50% of a contract valued at
$100,000 and if the step-up value at that time was
$80,000, the new step-up value following the with-
drawal would be $40,000, or 50% of what it had been
prior to the withdrawal.
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How Can I Purchase a

PURCHASE PAYMENTS

A purchase payment is the amount of money you give
us to purchase the contract. The minimum purchase
payment is $10,000. With some restrictions, you can
make additional purchase payments of at least $1,000
or more at any time during the accumulation phase.
However, no purchase payments may be made on or
after the 85th birthday of either:

® the owner

® the annuitant.

We have established an aggregate maximum
purchase payment limit of $20 million, and we limit the
maximum total purchase payments per contract in any
contract year, other than the first, to $5 million.
Depending on applicable state law, other limits may

apply.

ALLOCATION OF PURCHASE PAYMENTS

When you purchase a contract, we will allocate your
purchase payment among the variable investment
options based on the percentages you choose. The
percentage of your allocation to a specific investment
option can range in whole percentages from¥l % to
100%. If, after the initial invested purchase‘payment,
we receive a purchase payment withoutd@llocation
instructions, we will allocate the corcesponding invested
purchase payment in the same proportion as your most
recent purchase payment (unless you directed us to
allocate that purchase paymient on a one-time-only
basis). You may submit ar-allocation change request at
any time. Contact the Brudential Annuity Service Center
for details.

We will creditthe initial purchase payment to your
contract withirr two business days from the day on
which we receive your payment at the Prudential
Annuity Service Center. If, however, your first payment
is made without enough information for us to set up
your contract, we may need to contact you to obtain the
required information. If we are not able to obtain this
information within five business days, we will within that
five business day period either return your purchase
payment or obtain your consent to continue holding it

Discovery Choice Contract?
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until we receive the necessary information. We will
generally credit each subsequent purchase payment/ds
of the business day we receive it in good order_dt/the
Prudential Annuity Service Center. Our business’day
generally closes at 4:00 p.m. Eastern timexWe will
generally credit subsequent purchase payments
received in good order after the clese’ 6f a business day
on the following business day.

CALCULATING CONTRACT VALUE

The value of your contract Will go up or down

depending on the invastment performance of the

variable investmentoption(s) you choose. To determine
the value of ygur Contract, we use a unit of measure
called an agcumtlation unit. An accumulation unit
works like.d' share of a mutual fund.

Every day we determine the value of an accumula-
tign‘wnit for each of the variable investment options. We
do this by:

1) adding up the total amount of money allocated to a
specific investment option;

2) subtracting from that amount insurance charges
and any other applicable charges such as for taxes;
and

3) dividing this amount by the number of outstanding
accumulation units.

When you make a purchase payment, we credit your
contract with accumulation units of the subaccount or
subaccounts selected. The number of accumulation
units credited to your contract is determined by dividing
the amount of the purchase payment allocated to an
investment option by the unit price of the accumulation
unit for that investment option. We calculate the unit
price for each investment option after the New York
Stock Exchange closes each day and then credit your
contract. The value of the accumulation units can
increase, decrease, or remain the same from day to
day.

We cannot guarantee that your contract value will
increase or that it will not fall below the amount of your
total purchase payments.
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What are the Expenses Associated with the
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There are charges and other expenses
associated with the contract that reduce
the return on your investment. These
charges and expenses are described
below.

INSURANCE CHARGES

Each day, we make a deduction for the insurance
charge. The insurance charge covers our expenses for
mortality and expense risk, administration, marketing
and distribution. The mortality risk portion of the charge
is for assuming the risk that the annuitant(s) will live
longer than expected based on our life expectancy
tables. When this happens, we pay a greater number of
annuity payments. The expense risk portion of the
charge is for assuming the risk that the current charges
will be insufficient in the future to cover the cost of
administering the contract. The administrative expense
portion of the charge is for the expenses associated with
the administration of the contract. This would iAclude
preparing and issuing the contract; establishing and
maintaining contract records; prepdkgtion of confirma-
tions and annual reports; personnel eests; legal and
accounting fees; filing fees; ahd SyStems costs.

The insurance charge is.egtial, on an annual basis,
to 1.35% (Basic Death Benefit) or 1.65% (Enhanced
Death Benefit) of the daily value of the contract, after
expenses have been deducted.

If the charges‘under the contract are not sufficient,
then we will Begr'the loss. We do, however, expect to
profit from this charge. The insurance risk charge for
your contract cannot be increased. Any profits made
from this charge may be used by us to pay for the costs
of‘distributing the contracts.

CONTRACT MAINTENANCE CHARGE

On each contract anniversary during the accumulation
phase, if your contract value is less than $50,000, we
will deduct the lesser of $30 or 2% of your contract
value, for administrative expenses. (This fee may differ
in certain states). While this is what we currently charge,

Discovery Choice Contract?

we may increase this charge up to a maximum of $60.
Also, we may raise the level of the contractvalgé at
which we waive this fee. The charge will be/deducted
proportionately from each of the contract's variable
investment options. This charge willFalso be deducted
when you surrender your contract it your contract value

is less than $50,000.

TAXES ATTRIBUTABLE‘TO’'PREMIUM

There are federal, state\and local premium based taxes
applicable to yourpurchase payment. We are responsi-
ble for the paymént of these taxes and may make a
deduction from the value of the contract to pay some
or all of ghese taxes. Some of these taxes are due when
the contraet is issued, others are due when the annuity
paymeénts begin. It is our current practice not to deduct
a,charge for state premium taxes until annuity
payments begin. In the states that impose a premium
tax, the current rates range up to 3.5%. It is also our
current practice not to deduct a charge for the federal
deferred acquisition costs paid by us that are based on
premium received. However, we reserve the right to
charge the contract owner in the future for any such
deferred acquisition costs and any federal, state or local
income, excise, business or any other type of tax
measured by the amount of premium received by us.

TRANSFER FEE

You can make 12 free transfers every contract year. We
measure a contract year from the date we issue your
contract (contract date). If you make more than 12
transfers in a contract year (excluding Dollar Cost
Averaging and Auto-Rebalancing), we will deduct a
transfer fee of $10 for each additional transfer. We will
deduct the transfer fee pro-rata from the investment
options from which the transfer is made.

COMPANY TAXES

We will pay the taxes on the earnings of the separate
account. We are not currently charging the separate
account for taxes. We will periodically review the issue
of charging the separate account for these taxes and
may impose a charge in the future.
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You can access your money by:

» Making a withdrawal (either partial or
complete); or

 FElecting to receive annuity payments
during the income phase.

WITHDRAWALS DURING THE ACCUMULATION PHASE
When you make a complete withdrawal, you will receive
the value of your contract minus the contract mainte-
nance fee, if applicable. We will calculate the value of
your contract and charges, if any, as of the date we
receive your request in good order at the Prudential
Annuity Service Center.

Unless you tell us otherwise, any partial withdrawal
will be made proportionately from all of the variable
investment options you have selected. The minimum
amount which may be withdrawn is $250. If you request
a withdrawal that would reduce your total contract fund
below the minimum $2,000, we will withdraw the
maximum amount that will not reduce the total eontract
fund below that amount.

We will generally pay the withdrawal amount, less
any required tax withholding, within seyén days after we
receive a withdrawal request in goediorder. We will
deduct applicable charges, if any; from the assets in
your contract.

Income taxes, tax penadlties and certain restric-
tions may apply to any withdrawal you make. For a
more complete expldnation, see Section 8 of this
prospectus.

Access My Money?
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AUTOMATED WITHDRAWALS

We offer an Automated Withdrawal feature. This
feature enables you to receive periodic withdrawals in
monthly, quarterly, semiannual or annual intervals. We
will process your withdrawals at the end eofithe business
day at the intervals you specify. We will egntinue at
these intervals until you tell us otherwise. You can make
withdrawals from any designated investment option or
proportionally from all investmeént options. The mini-
mum automated withdrawal @amount you can make is
$100.

Income taxes, tax(penalties and certain restric-
tions may apply/to‘automated withdrawals. For a
more complete\explanation, see Section 8 of this
prospectusiand-the tax discussion in the Statement of
AdditionalInformation.

SUSRENSION OF PAYMENTS OR TRANSFERS

We may be required to suspend or postpone payments

made in connection with withdrawals or transfers for

any period when:

® The New York Stock Exchange is closed (other than
customary weekend and holiday closings);

® Trading on the New York Stock Exchange is
restricted;

® An emergency exists, as determined by the SEC,
during which sales and redemptions of shares of the
mutual funds are not feasible or we cannot
reasonably value the accumulation units; or

® The Securities and Exchange Commission, by order,
permits suspension or postponement of payments
for the protection of owners.
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What are the Tax Considerations Associated with the
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The tax considerations associated with the Discovery
Choice contract vary depending on whether the con-
tract is (i) owned by an individual and not associated
with a tax-favored retirement plan, or (ii) held under a
tax-favored retirement plan. We discuss the tax consid-
erations for these categories of contracts below. The
discussion is general in nature and describes only
federal income tax law (not state or other tax laws). It is
based on current law and interpretations, which may
change. It is not intended as tax advice. A qualified tax
adviser should be consulted for complete information
and advice.

CONTRACTS OWNED BY INDIVIDUALS (NOT ASSOCI-
ATED WITH TAX-FAVORED RETIREMENT PLANS)

Taxes Payable by You
We believe the contract is an annuity contract for tax
purposes. Accordingly, as a general rule, you should not
pay any tax until you receive money under the contraget,
Generally, annuity contracts issued by the same
company (and affiliates) to you during the same
calendar year must be treated as one annuity'¢€ontract
for purposes of determining the amount s@bjéct to tax
under the rules described below.

Taxes on Withdrawals and Surrender

If you make a withdrawal fromyour contract or
surrender it before annuity payments begin, the amount
you receive will be taxedras erdinary income, rather
than as return of purchdsé payments, until all gain has
been withdrawn, You will generally be taxed on any
withdrawals from the contract while you are alive even if
this withdrawahis paid to someone else.

If you*assign or pledge all or part of your contract as
collateral for a loan, the part assigned will be treated as
afwithdrawal. Also, if you elect the interest payment
option, that election will be treated, for tax purposes, as
surrendering your contract.

If you transfer your contract for less than full
consideration, such as by gift, you will trigger tax on the
gain in the contract. This rule does not apply if you
transfer the contract to your spouse or under most
circumstances if incident to divorce.

Discovery Choice Contract?

It is our position that the enhanced death benefit
option and the other contract benefits are dn lintegral
part of the annuity contract and accordindly that the
charges made against the annuity coptrdct’s cash value
option should not be treated as distributions subject to
income tax. It is possible, howevernthat the Internal
Revenue Service could take the’position that such
charges be treated as disttibutions.

Taxes on Annuity Payments

A portion of each_dnhuity payment you receive will be
treated as a paftial return of your purchase payments
and will not be taxed. The remaining portion will be
taxed as.erdinary income. Generally, the nontaxable
portiormis-determined by multiplying the annuity
payiment you receive by a fraction, the numerator of
which is your purchase payments (less any amounts
previously received tax-free) and the denominator of
which is the total expected payments under the
contract.

After the full amount of your purchase payments
have been recovered tax-free, the full amount of the
annuity payments will be taxable. If annuity payments
stop due to the death of the annuitant before the full
amount of your purchase payments have been recov-
ered, a tax deduction may be allowed for the
unrecovered amount.

Tax Penalty on Withdrawals and Annuity Payments

Any taxable amount you receive under your contract

may be subject to a 10% tax penalty. Amounts are not

subject to this tax penalty if:

® the amount is paid on or after you reach age 59'/2
or die;

® the amount received is attributable to your becom-
ing disabled;

® the amount paid or received is in the form of level
annuity payments paid or received not less fre-
quently than annually under a lifetime annuity; and

® If you modify the lifetime annuity payment stream
(other than as a result of death or disability) before
you reach age 59'/2 (or before the end of the five
year period beginning with the first payment and
ending after you reach age 59'/2), your tax for the
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year of modification will be increased by the penalty
tax that would have been imposed without the
exception, plus interest for the deferral.

Taxes Payable by Beneficiaries

All of the death benefit options are subject to income
tax to the extent the distribution exceeds the adjusted
basis in the contract and the full value of the death
benefit is included in the owner’s estate. Generally, the
same tax rules apply to amounts received by your
beneficiary as those set forth above with respect to you.
The election of an annuity payment option instead of a
lump sum death benefit may defer taxes. Certain
minimum distribution requirements apply upon your
death, as discussed further below.

Withholding of Tax from Distributions

Taxable amounts distributed from your annuity contracts
are subject to tax withholding. You may generally elect
not to have tax withheld from your payments. These
elections must be made on the appropriate forms that
we provide.

Annuity Qualification

Diversification and Investor Control. In orderto
qualify for the tax rules applicable to anndity contracts
described above, the contract must be @b’annuity
contract for tax purposes. This meahswthat the assets
underlying the annuity contract fnuyst be diversified,
according to certain rules. 1t-afSo means that we and
not you as the contract-owner, must have sufficient
control over the undeflying assets to be treated as the
owner of the underlying assets for tax purposes. We
believe these rulés,twhich are further discussed in the
Statement of Additional Information, will be met.

Required Distributions Upon Your Death. Upon your
death, 'certain distributions must be made under the
contract. The required distributions depend on whether
you die before you start taking annuity payments under
the contract or after you start taking annuity payments
under the contract.

If you die on or after the annuity date, the remaining
portion of the interest in the contract must be
distributed at least as rapidly as under the method of
distribution being used as of the date of death.

If you die before the annuity date, the entire interest
in the contract must be distributed within 5 years‘afté?
the date of death. However, if an annuity payment
option is selected by your designated beneficiary and if
annuity payments begin within 1 year of your death, the
value of the contract may be distributed“ever the
beneficiary’s life or a period not exceéding the
beneficiary’s life expectancy. Your designated benefici-
ary is the person to whom ewnérship of the contract
passes by reason of death{/and must be a natural
person.

If any portion of the/contract is payable to (or for the
benefit of) your strviving spouse, that portion of the
contract may bécontinued with your spouse as the
owner.

Changes in the Contract. We reserve the right to
makéany changes we deem necessary to assure that
the contract qualifies as an annuity contract for tax
purposes. Any such changes will apply to all con-
tractowners and you will be given notice to the extent
feasible under the circumstances.

Additional Information

You should refer to the Statement of Additional

Information if:

® The contract is held by a corporation or other entity
instead of by an individual or as agent for an
individual.

®  Your contract was issued in exchange for a contract
containing purchase payments made before
August 14, 1982.

® You are a nonresident alien.

® You transfer your contract to, or designate, a
beneficiary who is either 37'/2 years younger than
you or a grandchild.

® You wish additional withholding on withholding
taxes.

CONTRACTS HELD BY TAX FAYORED PLANS
The following discussion covers annuity contracts held
under tax-favored retirement plans.

Currently, the contract may be purchased for use in
connection with individual retirement accounts and
annuities (“IRAs’’) which are subject to Sections 408(a),
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Tax Considerations Associated with the Discovery

Choice Contract continued
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408(b) and 408A of the Code. At some future time we
may allow the contract to be purchased in connection
with other retirement arrangements which are also
entitled to favorable federal income tax treatment (“tax
favored plans’’). These other tax favored plans include:

Simplified employee pension plans (“’SEPs’’) under
Section 408(k) of the Code; Saving incentive match
plans for employees-IRAs (“’SIMPLE-IRAs"’) under Sec-
tion 408(p) of the Code; and Tax-deferred annuities
(“TDAs"") under Section 403(b) of the Code. This
description assumes that (i) we will be offering this to
both IRA and non-IRA tax favored plans, and (ii) you
have satisfied the requirements for eligibility for these
products.

You should be aware that tax favored plans such as
IRAs generally provide tax deferral regardless whether
they invest in annuity contracts. This means that when a
tax favored plan invests in an annuity contract, it
generally does not result in any additional tax deferral
benefits.

TYPES OF TAX FAVORED PLANS

IRAs

If you buy a contract for use as an IRANwe will provide
you a copy of the prospectus and cdntract. The “/IRA
Disclosure Statement’’ on page 42’ ¢ontains information
about eligibility, contribution litnits, tax particulars and
other IRA information. In @ddition to this information
(some of which is summiafized below), the IRS requires
that you have a “free ook’ after making an initial
contribution to the contract. During this time, you can
cancel the contract by notifying us in writing, and we
will refund.all{of the purchase payments under the
contracior; if provided by applicable state law, the
amount eredited under the contract, calculated as of
the date that we receive this cancellation notice, if
greater).

Contributions Limits/Rollovers: Because of the way
the contract is designed, you may only purchase a
contract for an IRA in connection with a “rollover’’ of
amounts from a qualified retirement plan or transfer
from another IRA. You must make a minimum initial
payment of $10,000 to purchase a contract. This

minimum is greater than the maximum amount of any
annual contribution you may make to an IRAhich is
generally $2,000/year). The “rollover”” rulés)under the
Code are fairly technical; however, an,individual (or his
or her surviving spouse) may generallyy‘roll over”’
certain distributions from tax favored retirement plans
(either directly or within 60 days from the date of these
distributions) if he or she meéts the requirements for
distribution. Once you buythe contract, you can make
regular IRA contributiens under the contract (to the
extent permitted.byllaw). However, if you make such
regular IRA conttibutions, you should note that you will
not be abletonvreat the contract as a ““conduit IRA,"”
which means that you will not be able subsequently to
"roll dyer“the contract funds originally derived from a
qugalified retirement plan into another Section 401(a)
plan (although you may be able to transfer the funds to
another IRA).
Required Provisions: Contracts that are IRAs (or
endorsements that are part of the contract) must
contain certain provisions:
®  You, as owner of the contract, must be the
"annuitant’’ under the contract (except in certain
cases involving the division of property under a
decree of divorce);
®  Your rights as owner are non-forfeitable;
® You cannot sell, assign or pledge the contract, other
than to Pruco Life of New Jersey;

® The annual premium you pay cannot be greater
than $2,000 (which does not include any rollover
amounts);

® The date on which annuity payments must begin
cannot be later than the April 1st of the calendar
year after the calendar year you turn age 70'/2; and

® Death and annuity payments must meet “‘minimum
distribution requirements’’ (described below).

Usually, the full amount of any distribution from an
IRA (including a distribution from this contract) which is
not a rollover is taxable. As taxable income, these
distributions are subject to the general tax withholding
rules described earlier. In addition to this normal tax
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liability, you may also be liable for the following,

depending on your actions:

®* A 10% “early distribution penalty’ (described
below);

® Liability for “’prohibited transactions’” if you, for
example, borrow against the value of an IRA; or

® Failure to take a minimum distribution (also gener-
ally described below).

SEPs. SEPs are a variation on a standard IRA, and
contracts issued to a SEP must satisfy the same general
requirements described under IRAs (above). There are,
however, some differences:
® |f you participate in a SEP, you generally do not

include in income any employer contributions made

to the SEP on your behalf up to the lesser of

(a) $35,000 (in 2001) or (b) 15% of the employee’s

earned income (not including the employer contri-

bution amount as ““earned income”” for these
purposes). However, for these purposes, compensa-
tion in excess of certain limits established by the IRS
will not be considered. In 2001, this limit is
$170,000;

® SEPs must satisfy certain participation and.ngndis-
crimination requirements not generally applicable to

IRAs; and
® Some SEPs for small employers permit salary

deferrals (up to $10,500 in 200W)With the employer

making these contributions.to the SEP. However, no
new “‘salary reduction” or “SAR-SEPs"’ can be

established after 1996.

You will also be proyided the same information, and
have the same “‘freelook’’ period, as you would have if
you were purghasing the contract for a standard IRA.

SIMPLE-IRAs. SIMPLE-IRAs are another variation on
the standard IRA, available to small employers (under
100 employees, on a “controlled group’” basis) that do
not offer other tax favored plans. SIMPLE-IRAs are also
subject to the same basic IRA requirements with the
following exceptions:
® Participants in a SIMPLE-IRA may contribute up to

$6,500 (in 2001, indexed), as opposed to the usual

$2,000 limit, and employer contributions may also
be provided as either a match (up to 3% of your
compensation); and

® SIMPLE-IRAs are not subject to the SEP, noadiscrim-
ination rules.

TDAs. You may own a TDA genexally'if you are
either an employer or employee of \@tax-exempt
organization (as defined under-Cade Section 501(c)(3))
or a public educational organizdtion, and you may
make contributions to a TRA so long as the employee’s
rights to the annuity are honforfeitable. Contributions to
a TDA, and any earnings, are not taxable until
distribution. Youlmay also make contributions to a TDA
under a salagyreduction agreement, generally up to a
maximunmreh $10,500 (2001, indexed). Further, you
may roll*ever TDA amounts to another TDA or an IRA.

A contract may only qualify as a TDA if distributions
(other than ““grandfathered’” amounts held as of
December 31, 1988) may be made only on account of:
®  Your attainment of age 59'/;
® Your severance of employment;
®  Your death;
®  Your total and permanent disability; or
® Hardship (under limited circumstances, and only

related to salary deferrals and any earnings attribu-

table to these amounts).

In any event, you must begin receiving distributions
from your TDA by April 1st of the calendar year after
the calendar year you turn age 70" or retire, whichever
is later.

These distribution limits do not apply either to
transfers or exchanges of investments under the
contract, or to any ““direct transfer’’ of your interest in
the contract to another TDA or to a mutual fund
"“custodial account’’ described under Code
Section 403(b)(7).

Employer contributions to TDAs are subject to the
same general contribution, nondiscrimination, and
minimum participation rules applicable to “’qualified”’
retirement plans.
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Tax Considerations Associated with the Discovery

Choice Contract continued
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Minimum Distribution Requirements and Payment
Option

If you hold the contract under an IRA (or other tax-
favored plan), IRS minimum distribution requirements
must be satisfied. This means that payments must start
by April 1 of the year after the year you reach age 70/
and must be made for each year thereafter. The
amount of the payment must at least equal the
minimum required under the IRS rules. Several choices
are available for calculating the minimum amount,
including a new method permitted under IRS rules
released in January 2001. More information on the
mechanics of this calculation is available on request.
Please contact us a reasonable time before the IRS
deadline so that a timely distribution is made. Please
note that there is a 50% IRS penalty tax on the amount
of any minimum distribution not made in a timely
manner.

You can use the Minimum Distribution option to
satisfy the IRS minimum distribution requirements-for
this contract without either beginning annuity payments
or surrendering the contract. We will send yeu¥a’check
for this minimum distribution amount, less@ny other
partial withdrawals that you made during, the year.
Please note that the Minimum Distribution option may
need to be modified after 200] A0¢satisfy recently
announced changes in IRS ralest

Penalty for Early Withdéawals

You may owe a 10%tak/penalty on the taxable part of
distributions received-from an IRA, SEP, SIMPLE-IRA
(which may inafegse to 25%), TDA or qualified
retirement plan*before you attain age 59'/2. There are
only limited.exceptions to this tax, and you should
consultyour tax adviser for further details.

Withholding

The Code requires a mandatory 20% federal income
tax withholding for certain distributions from a TDA or
qualified retirement plan, unless the distribution is an
eligible rollover contribution that is “directly’ rolled into
another qualified plan, IRA (including the IRA variations
described above) or TDA. For all other distributions,
unless you elect otherwise, we will withhold federal

income tax from the taxable portion of such distribution
at an appropriate percentage. The rate of withhblding
on annuity payments where no mandatory withholding
is required is determined on the basis of the withholding
certificate that you file with us. If yotnde not file a
certificate, we will automatically withhold federal taxes
on the following basis:
® For any annuity paymentsjnot subject to mandatory
withholding, you wilkh@ve taxes withheld by us as if
you are a married individual, with 3 exemptions; and
® For all other distributions, you will be withheld at a
10% rate,

We will‘provide you with forms and instructions
concernhing/the right to elect that no amount be
withhheld from payments in the ordinary course. How-
ever, you should know that, in any event, you are liable
for payment of federal income taxes on the taxable
portion of the distributions, and you should consult with
your tax advisor to find out more information on your
potential liability if you fail to pay such taxes.

ERISA Disclosure/Requirements
ERISA (the “Employee Retirement Income Security Act
of 1974"") and the Code prevents a fiduciary and other
"parties in interest’’ with respect to a plan (and, for
these purposes, an IRA would also constitute a “’plan”)
from receiving any benefit from any party dealing with
the plan, as a result of the sale of the contract.
Administrative exemptions under ERISA generally per-
mit the sale of insurance/annuity products to plans,
provided that certain information is disclosed to the
person purchasing the contract. This information has to
do primarily with the fees, charges, discounts and other
costs related to the contract, as well as any commis-
sions paid to any agent selling the contract.

Information about any applicable fees, charges,
discounts, penalties or adjustments may be found under
""What Are the Expenses Associated with the Discovery
Choice Contract?’’ starting on page 28.

Information about sales representatives and com-
missions may be found under “’Other Information’’ and
"’Sale and Distribution of the Contract’’ on page 36.
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In addition, other relevant information required by
the exemptions is contained in the contract and
accompanying documentation. Please consult your tax
advisor if you have any additional questions.

Additional Information

For additional information about the requirements of
Federal tax law applicable to tax favored plans, see the
""IRA Disclosure Statement’’ on page 42.
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Other

Information
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PRUCO LIFE INSURANCE COMPANY OF NEW JERSEY
Pruco Life Insurance Company of New Jersey is a stock
life insurance company, organized in 1982 under the
laws of the State of New Jersey. It is licensed to sell life
insurance and annuities only in the States of New Jersey
and New York.

Prudential is currently pursuing reorganizing itself
into a stock life insurance company through a process
known as ““demutualization’’. On July 1, 1998, legisla-
tion was enacted in New Jersey that would permit this
conversion to occur and that specified the process for
conversion. On December 15, 2000, the Board of
Directors adopted a plan of reorganization pursuant to
that legislation and authorized management to submit
an application to the New Jersey Commissioner of
Banking and Insurance for approval of the plan. The
application was submitted on March 14, 2001. How-
ever, demutualization is a complex process and a
number of additional steps must be taken before the
demutualization can occur, including a public hearing;
voting by qualified policyholders, and regulatory
approval. Prudential is planning on completing.this
process in 2001, but there is no certainty thiat'the
demutualization will be completed in this timeframe or
that the necessary approvals will belobtained. Also it is
possible that after careful review, Peuidential could
decide not to demutualize oreéould decide to delay its
plans. As a general rule, the plan of reorganization
provides that, in orderfof_policies or contracts to be
eligible for compengation in the demutualization, they
must have been'in force on the date the Board of
Directors adopted the plan, December 15, 2000. If
demutualizGtien does occur, all the guaranteed benefits
describegdhirr your policy or contract would stay the
samé.

THE SEPARATE ACCOUNT

We have established a separate account, the Pruco Life
of New Jersey Flexible Premium Variable Annuity
Account, to hold the assets that are associated with the
contracts. The separate account was established under
New Jersey law on May 20, 1996, and is registered with
the U.S. Securities and Exchange Commission under
the Investment Company Act of 1940, as a unit

investment trust, which is a type of investment com-
pany. The assets of the separate account ate leld in the
name of Pruco Life of New Jersey and legélly-belong to
us. These assets are kept separate from all of our other
assets and may not be charged withrliabilities arising
out of any other business we may eonduct. More
detailed information about Prl¢o Life of New Jersey,
including its audited finangial) statements, are provided
in the Statement of Additional Information.

SALE AND DISTRIBUTION OF THE CONTRACT
Prudential Inyesttment Management Services LLC
("“"PIMS™), #5%, Broad Street, Newark, New Jersey
07102-377, acts as the distributor of the contracts.
PIMS¥is ‘@ wholly-owned subsidiary of Prudential and is a
limited liability corporation organized under Delaware
law in 1996. It is a registered broker-dealer under the
Securities Exchange Act of 1934 and a member of the
National Association of Securities Dealers, Inc.
""We pay the broker-dealer whose registered representa-
tives sell the Contract either:
® a commission of up to 1.25% of your Purchase
Payments or
® g combination of a commission on Purchase
Payments and a ““trail”’ commission — which is a
commission determined as a percentage of your
Contract Value that is paid periodically over the life
of your Contract.
The commission amount quoted above is the maximum
amount which is paid. In most circumstances, the
registered representative who sold the contract will
receive significantly less.
From time to time, Prudential or its affiliates may offer
and pay non-cash compensation to registered repre-
sentatives who sell the Contract. For example, Pruden-
tial or an affiliate may pay for a training and education
meeting that is attended by registered representatives of
both Prudential-affiliated broker-dealers and indepen-
dent broker-dealers. Prudential and its affiliates retain
discretion as to which broker-dealers to offer non-cash
(and cash) compensation arrangements, and will
comply with NASD rules and other pertinent laws in
making such offers and payments. Our payment of cash
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or non-cash compensation in connection with sales of
the Contract does not result directly in any additional
charge to you.”

ASSIGNMENT

You can assign the contract at any time during your
lifetime. We will not be bound by the assignment until
we receive written notice. We will not be liable for any
payment or other action we take in accordance with the
contract if that action occurs before we receive notice of
the assignment. An assignment, like any other change
in ownership, may trigger a taxable event.

If the contract is issued under a qualified plan, there
may be limitations on your ability to assign the contract.
For further information please speak to your
representative.

FINANCIAL STATEMENTS

The financial statements of the separate account
associated with Discovery Choice are included in the
Statement of Additional Information.

STATEMENT OF ADDITIONAL INFORMATION
Contents:
®* Company

® Directors and Officers

® Experts

® Litigation

® Legal Opinions

®  Principal Underwriter

® Determination of Accumulation Unit\Values
® Performance Information

® Comparative Performance Information

® Federal Tax Status

® Financial Information

HOUSEHOLDING

To reduce costs,swexnow send only a single copy of
prospectuses andshareholder reports to each con-
senting household, in lieu of sending a copy to each
contracthelder that resides in the household. If you are
a memmber of such a household, you should be aware
that'you can revoke your consent to householding at
any time, and begin to receive your own copy of
prospectuses and shareholder reports, by calling
1-877-778-5008.
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Accumulation Unit Values

ACCU LATION UNIT VALUES: As A PERCENTAGE OF EACH FUND'S AVERAGE DAILY NET ASSETS (BASIC DEATH BENEFIT,

ACCUMULATION UNIT VALUE
AT BEGINNING OF PERIOD

Prudential Diversified Bond Portfolio

ACCUMULATION UNIT VALUE
AT END OF PERIOD

NUMBER OF ACGUMULATION UNITS
OUTSTANDING(AT*END OF PERIOD

7/1/2000* to 12/31/2000 $1.02611 $1.08412 27,849
Prudential Diversified Conservative Growth Portfolio

7/1/2000* to 12/31/2000 $1.09474 $1.08004 38,373
Prudential Equity Portfolio

7/1/2000* to 12/31/2000 $1.05110 $1.09324. 17,638
Prudential Global Portfolio

7/1/2000* to 12/31/2000 $1.28111 $1.01116 1,724
Prudential High Yield Bond Portfolio

7/1/2000* to 12/31/2000 $1.00858 $0.93488 36,223
Prudential Money Market Portfolio

7/1/2000* to 12/31/2000 $1.03156 $1.05533 5,211,956
Prudential Jennison Portfolio

7/1/2000* to 12/31/2000 $J.30Z10 $0.96042 78,850
Prudential Small Capitalization Stock Portfolio

7/1/2000* to 12/31/2000 $1.25295 $1.24898 22,877
Prudential Stock Index Portfolio

7/1/2000* to 12/31/2000 $1.10465 $0.96694 70,042
Prudential Value Portfolio

7/1/2000* to 12/31/2000 $1.07884 $1.22938 10,299
Prudential 20/20 Focus Portfolio

7/1/2000* to 12/31/2000 $1.13980 $1.06732 0
AIM V.Il. Growth & Incomel Portfolio

7/1/2000* to 12/31/2000 $1.24677 $0.97850 5,248
AIM V.l. Value Fund

7/142000* to 12/31/2000 $ 1.158 $0.93510 2,450
American €entury Value

7/1/2000* to 12/31/2000 $0.95651 $1.13626 1,428
Credit Suisse Warburg Pincus Global Post-Venture Capital Portfolio

7/1/2000* to 12/31/2000 $1.55216 $1.11704 1,273
Franklin Templeton Small Cap

7/1/2000* to 12/31/2000 $1.37960 $1.04863 45,364
Janus Aspen Series Growth Portfolio

7/1/2000* to 12/31/2000 $1.23736 $0.96738 43,345

THIS CHART CONTINUES ON THE NEXT PAGE
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AS A PERCENTAGE OF EACH FUND'S AVERAGE DAILY NET ASSETS (BASIC DEATH BENEFIT) \\Q’I °
ACCUMULATION UNIT VALUE ACCUMULATION UNIT VALUE NUMBER OF ACCUM% NITS
AT BEGINNING OF PERIOD AT END OF PERIOD OUTSTANDING AT E PERIOD
Janus Aspen Series International Growth Portfolio .(v
7/1/2000* to 12/31/2000 $1.56294 $1.21117 &&30,042
MFS Emerging Growth Series \@
7/1/2000* to 12/31/2000 $1.49397 $1.16292 Q\ 47,430
MES Research Series ‘\\Q
7/1/2000* to 12/31/2000 $1.27288 $1.08013 AQ' 0
OCC Accumulation Trust Managed Portfolio @
7/1/2000* to 12/31/2000 $0.95204 $1.06280 793
OCC Accumulation Trust Small Cap Portfolio 0
7/1/2000* to 12/31/2000 $1.23035 0148533 0
T. Rowe Price Equity Income Portfolio \O
7/1/2000* to 12/31/2000 $0.96777 @) $1.08661 775

T. Rowe Price International Stock Portfolio

o~
7/1/2000* to 12/31/2000 $1 .1520‘&0 $0.97128 13,769

&
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ACCUMULATION UNIT VALUES:

AS A PERCENTAGE OF EACH FUND'S AVERAGE DAILY NET ASSETS (ENHANCED DEATH BENEFIT)

ACCUMULATION UNIT VALUE ACCUMULATION UNIT VALUE NUMBER OF ACCUMULATION UNITS
AT BEGINNING OF PERIOD AT END OF PERIOD OUTSTANDINGIAT END OF PERIOD

Prudential Diversified Bond Portfolio

7/1/2000* to 12/31/2000 $1.04645 $1.08028 0
Prudential Diversified Conservative Growth Portfolio

7/1/2000* to 12/31/2000 $1.10295 $1.07631 0
Prudential Equity Portfolio

7/1/2000* to 12/31/2000 $1.11616 $1.08949 0
Prudential Global Portfolio

7/1/2000* to 12/31/2000 $1.18196 $1.00770 0
Prudential High Yield Bond Portfolio

7/1/2000* to 12/31/2000 $1.01400 $0.93187 0
Prudential Money Market Portfolio

7/1/2000* to 12/31/2000 $1.03726 $1.05162 22,034
Prudential Jennison Portfolio

7/1/2000* to 12/31/2000 $1920991 $0.95707 36.097
Prudential Small Capitalization Stock Portfolio

7/1/2000* to 12/31/2000 $1.26452 $1.24466 0
Prudential Stock Index Portfolio

7/1/2000* to 12/31/2000 $1.08445 $0.96361 0
Prudential Value Portfolio

7/1/2000* to 12/31/2000 $1.16599 $1.22510 0
Prudential 20/20 Focus Portfélio

7/1/2000* to 12/31%2000 $1.11998 $1.06356 0
AIM V.Il. Growth & In€ome Portfolio

7/1/2000%%0 12/31/2000 $1.21034 $0.97504 10,224
AIM V.l. Valué Fund

7#1/2000* to 12/31/2000 $1.09982 $0.93193 24,644
American*Century Value

7/1/2000* to 12/31/2000 $0.99987 $1.13250 4,840

Credit Suisse Warburg Pincus Global Post-Venture Capital Portfolio

7/1/2000* to 12/31/2000 $1.53980 $1.11318 661

Franklin Templeton Small Cap

7/1/2000* to 12/31/2000 $1.32530 $1.04494 44,692

THIS CHART CONTINUES ON THE NEXT PAGE
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AS A PERCENTAGE OF EACH FUND'S AVERAGE DAILY NET ASSETS (ENHANCED DEATH BENEFIT) \\Q) M
ACCUMULATION UNIT VALUE ACCUMULATION UNIT VALUE NUMBER OF ACCUM% NITS
AT BEGINNING OF PERIOD AT END OF PERIOD OUTSTANDING AT E PERIOD
Janus Aspen Series Growth Portfolio .(v
7/1/2000* to 12/31/2000 $1.19252 $0.96404 &&)4,597
Janus Aspen Series International Growth Portfolio \@
7/1/2000* to 12/31/2000 $1.45788 $1.20698 Q\ 21,778
MES Emerging Growth Series ‘\\Q
7/1/2000* to 12/31/2000 $1.43203 $1.15896 AQ' 21,596
MES Research Series @
7/1/2000* to 12/31/2000 $1.27048 $1.07640 3,912
OCC Accumulation Trust Managed Portfolio 0
7/1/2000* to 12/31/2000 $0.97715 01935914 0
OCC Accumulation Trust Small Cap Portfolio \O
7/1/2000* to 12/31/2000 $1.28493 @) $1.48018 0
T. Rowe Price Equity Income Portfolio e Q
7/1/2000* to 12/31/2000 $1 .00691\‘0 $1.08280 0
T. Rowe Price International Stock Portfolio ‘\‘0
7/1/2000* to 12/31/2000 {%7014 $0.96798 939

* Commencement of Business Q
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This statement is designed to help you understand the
requirements of federal tax law which apply to your
individual retirement annuity (IRA), your Roth IRA, your
simplified employee pension IRA (SEP) for employer
contributions, your Savings Incentive Match Plan for
Employees (SIMPLE) IRA, or to one you purchase for
your spouse. You can obtain more information regard-
ing your IRA either from your sales representative or
from any district office of the Internal Revenue Service.
Those are federal tax law rules; state tax laws may vary.

FREE LOOK PERIOD

The annuity contract offered by this prospectus gives
you the opportunity to return the contract for a full
refund within 10 days (or whatever period is required by
applicable state law) after it is delivered. This is a more
liberal provision than is required in connection with
IRAs. To exercise this ““free-look’” provision, return the
contract to the representative who sold it to you or to
the Prudential Annuity Service Center at the address
shown on the first page of this prospectus.

ELIGIBILITY REQUIREMENTS

IRAs are intended for all persons with earned compen-
sation whether or not they are coverfedvunder other
retirement programs. Additionallyif you have a non-
working spouse (and you file.a\jeint tax return), you
may establish an IRA on béhglf of your non-working
spouse. A working spous€_may establish his or her own
IRA. A divorced spausé-receiving taxable alimony (and
no other income).may also establish an IRA.

CONTRIBUTIONS AND DEDUCTIONS

Contributions to your IRA will be deductible if you are
not afn ¥ active participant’ in an employer maintained
qualified retirement plan or you have "’Adjusted Gross
Income’ (as defined under Federal tax laws) which does
not exceed the ““applicable dollar limit.”” IRA (or SEP)
contributions must be made by no later than the time
you file your income tax return for that year. For a single
taxpayer, the applicable dollar limitation is $33,000,
with the amount of IRA contribution which may be

deducted reduced proportionately for Adjusted Gross
Income between $33,000-$43,000. For married

couples filing jointly, the applicable dollar limitation is
$53,000, with the amount of IRA contributiendvhich
may be deducted reduced proportionately*for Adjusted
Gross Income between $53,000-$63,000! There is no
deduction allowed for IRA contributions when Adjusted
Gross Income reaches $43,000 forindividuals and
$63,000 for married couplesfiliig jointly. These
amounts are for 2001. Incéme limits are scheduled to
increase until 2006 fersingle taxpayers and 2007 for
married taxpayers.

Contributionsmade by your employer to your SEP
are excludable ffom your gross income for tax purposes
in the calendar year for which the amount is contrib-
uted. Certain employees who participate in a SEP will
be ertitled*to elect to have their employer make
coqtributions to their SEP on their behalf or to receive
the contributions in cash. If the employee elects to have
contributions made on the employee’s behalf to the
SEP, those funds are not treated as current taxable
income to the employee. Elective deferrals under a SEP
are subject to an inflation-adjusted limit, which is
$10,500 in 2001. Salary-reduction SEPs (also called
""SARSEPs") are available only if at least 50% of the
employees elect to have amounts contributed to the
SARSEP and if the employer has 25 or fewer employees
at all times during the preceding year. New SARSEPs
may not be established after 1996.

The IRA maximum annual contribution and your tax
deduction is limited to the lesser of: (1) $2,000 or
(2) 100% of your earned compensation. Contributions
in excess of the deduction limits may be subject to
penalty. See below.

Under a SEP agreement, the maximum annual
contribution which your employer may make on your
behalf to a SEP contract that is excludable from your
income is the lesser of 15% of your salary or $25,500
(in 2001). An employee who is a participant in a SEP
agreement may make after-tax contributions to the SEP
contract, subject to the contribution limits applicable to
IRAs in general. Those employee contributions will be
deductible subject to the deductibility rules described
above.
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The maximum tax deductible annual contribution
that a divorced spouse with no other income may make
to an IRA is the lesser of (1) $2,000 or (2) 100% of
taxable alimony.

If you or your employer should contribute more than
the maximum contribution amount to your IRA or SEP,
the excess amount will be considered an ““excess
contribution.”” You are permitted to withdraw an excess
contribution from your IRA or SEP before your tax filing
date without adverse tax consequences. If, however, you
fail to withdraw any such excess contribution before
your tax filing date, a 6% excise tax will be imposed on
the excess for the tax year of contribution.

Once the 6% excise tax has been imposed, an
additional 6% penalty for the following tax year can be
avoided if the excess is (1) withdrawn before the end of
the following year, or (2) treated as a current
contribution for the following year. (See Premature
Distributions below for penalties imposed on withdrawal
when the contribution exceeds $2,000.)

IRA FOR NON-WORKING SPOUSE

If you establish an IRA for yourself, you may also’be
eligible to establish an IRA for your "'non-working”’
spouse. In order to be eligible to establish\such a
spousal IRA, you must file a joint tax seturn with your
spouse and, if your non-working spousé has compensa-
tion, his/her compensation must be'less than your
compensation for the year. Contributions of up to
$2,000 each may be made,to’your IRA and the spousal
IRA if the combined c8mpensation of you and your
spouse is at least equal to the amount contributed. If
requirements for{déductibility (including income levels)
are met, youWill*be able to deduct an amount equal to
the least-of (i) the amount contributed to the IRAs;

(i) $4,000; or (iii) 100% of your combined gross
income.

Contributions in excess of the contribution limits may
be subject to penalty. See above under “’Contributions
and Deductions.” If you contribute more than the
allowable amount, the excess portion will be considered
an excess contribution. The rules for correcting it are
the same as discussed above for regular IRAs.

Other than the items mentioned in this section, all of
the requirements generally applicable to IRAs aré\al§o
applicable to IRAs established for non-working.spouses.

ROLLOVER CONTRIBUTION

Once every year, you are permitted to withdraw any
portion of the value of your IRA onSEP and reinvest it in
another IRA or bond. Withdrawals ay also be made
from other IRAs and contributedto this contract. This
transfer of funds from one’JRA to another is called a
“rollover” IRA. To qualifyAas a rollover contribution, the
entire portion of the withdrawal must be reinvested in
another IRA withim 60 days after the date it is received.
You will not b¢ alldwed a tax-deduction for the amount
of any rollgvercontribution.

A simjilar type of rollover to an IRA can be made
with¢the proceeds of a qualified distribution from a
quialified retirement plan or tax-sheltered annuity.
Rroperly made, such a distribution will not be taxable
until you receive payments from the IRA created with it.
Unless you were a self-employed participant in the
distributing plan, you may later roll over such a
contribution to another qualified retirement plan as long
as you have not mixed it with IRA (or SEP) contributions
you have deducted from your income. (You may roll less
than all of a qualified distribution into an IRA, but any
part of it not rolled over will be currently includable in
your income without any capital gains treatment.)

DISTRIBUTIONS

(a) Premature Distributions

At no time can your interest in your IRA or SEP be
forfeited. To insure that your contributions will be used
for retirement, the federal tax law does not permit you
to use your IRA or SEP as security for a loan.
Furthermore, as a general rule, you may not sell or
assign your interest in your IRA or SEP to anyone. Use
of an IRA (or SEP) as security or assignment of it to
another will invalidate the entire annuity. It then will be
includable in your income in the year it is invalidated
and will be subject to a 10% tax penalty if you are not at
least age 59'/2 or totally disabled. (You may, however,
assign your IRA or SEP without penalty to your former
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spouse in accordance with the terms of a divorce
decree.)

You may surrender any portion of the value of your
IRA (or SEP). In the case of a partial surrender which
does not qualify as a rollover, the amount withdrawn
will be includable in your income and subject to the
10% penalty if you are not at least age 59'/2 or totally
disabled unless you comply with special rules requiring
distributions to be made at least annually over your life
expectancy.

The 10% tax penalty does not apply to the
withdrawal of an excess contribution as long as the
excess is withdrawn before the due date of your tax
return. Withdrawals of excess contributions after the
due date of your tax return will generally be subject to
the 10% penalty unless the excess contribution results
from erroneous information from a plan trustee making
an excess rollover contribution or unless you are over
age 59'/2 or are disabled.

(b) Distribution After Age 59'/2

Once you have attained age 59/ (or have become
totally disabled), you may elect to receive @ distribution
of your IRA (or SEP) regardless of whenyou actually
retire. In addition, you must commeénce distributions
from your IRA by April 1 followingédhe year you attain
age 70'/2. You may elect to reeeive the distribution
under any one of the periodig payment options
available under the contract. The distributions from your
IRA under any one ef\the periodic payment options or in
one sum will be tteated as ordinary income as you
receive them, toithe degree that you have made
deductible«Comtributions. If you have made both
deductible @and nondeductible contributions, the portion
of thé distribution attributable to the nondeductible
contribution will be tax-free.

(c) Inadequate Distributions—50% Tax

Your IRA or SEP is intended to provide retirement
benefits over your lifetime. Thus, federal tax law
requires that you either (1) receive a lump-sum
distribution of your IRA by April 1 of the year following
the year in which you attain age 70'/2 or (2) start to
receive periodic payments by that date. If you elect to

receive periodic payments, those payments must be
sufficient to pay out the entire value of yourNRA/during
your life expectancy (or over the joint life_expectancies
of you and your spouse/beneficiary). Thé.ealculation
method is revised under the IRS preposed regulations
for distributions beginning in 2002xand are optional for
distributions in 2001. If the pdyfients are not sufficient
to meet these requirements, an excise tax of 50% will be
imposed on the amount '@f/any underpayment.

(d) Death Benefits

If you, (or your sGrviving spouse) die before receiving
the entire yaltie of your IRA (or SEP), the remaining
interest Must be distributed to your beneficiary (or your
surviving spouse’s beneficiary) in one lump-sum within
S'years of death, or applied to purchase an immediate
annuity for the beneficiary. This annuity must be
payable over the life expectancy of the beneficiary
beginning by December 31st of the year following your
or your spouse’s death. If your spouse is the designated
beneficiary, he or she is treated as the owner of the
IRA. If minimum required distributions have begun, the
entire amount must be distributed at least as rapidly as
if the owner had survived. A distribution of the balance
of your IRA upon your death will not be considered a
gift for federal tax purposes, but will be included in your
gross estate for purposes of federal estate taxes.

ROTH IRAS

Section 408A of the Tax Code permits eligible individu-
als to contribute to a type of IRA known as a Roth
IRA.” Contributions may be made to a Roth IRA by
taxpayers with adjusted gross incomes of less than
$160,000 for married individuals filing jointly and less
than $110,000 for single individuals. Married individu-
als filing separately are not eligible to contribute to a
Roth IRA. The maximum amount of contributions
allowable for any taxable year to all IRAs maintained by
an individual is generally the lesser of $2,000 and 100%
of compensation for that year (the $2,000 limit is
phased out for incomes between $150,000 and
$160,000 for married and between $95,000 and
$110,000 for singles). The contribution limit is reduced
by the amount of any contributions made to a

44



11 L3vd

traditional IRA. Contributions to a Roth IRA are not
deductible.

For taxpayers with adjusted gross income of
$100,000 or less, all or part of amounts in a traditional
IRA may be converted, transferred or rolled over to a
Roth IRA. Some or all of the IRA value will typically be
includable in the taxpayer’s gross income. If such a
rollover, transfer or conversion occurred before Janu-
ary 1, 1999, the portion of the amount includable in
gross income must be included in income ratably over
the next four years beginning with the year in which the
transaction occurred. Provided a rollover contribution
meets the requirements of IRAs under Section 408(d)(3)
of the Code, a rollover may be made from a Roth IRA
to another Roth IRA.

Under some circumstances, it may not be advisa-
ble to roll over, transfer or convert all or part of a
non-Roth IRA to a Roth IRA. Persons considering a
rollover, transfer or conversion should consult their
own tax adyvisor.

""Qualified distributions’’ from a Roth IRA are
excludable from gross income. A "’qualified distribu<
tion’’ is a distribution that satisfies two requirements:
(1) the distribution must be made (a) after the owner of
the IRA attains age 59'/2; (b) after the owner’s death;
(c) due to the owner’s disability; or (d)f6r'a qualified
first time homebuyer distribution withif the meaning of
Section 72(t)(2)(F) of the Code; ‘anid (2) the distribution

must be made in the year that is at least five tax years
after the first year for which a contribution was madé to
any Roth IRA established for the owner or five years
after a rollover, transfer, or conversion was made from a
traditional IRA to a Roth IRA. Distributioms\rom a Roth
IRA that are not qualified distributions will'be treated as
made first from contributions andthen from earnings,
and taxed generally in the same‘manner as distributions
from a traditional IRA.

Distributions from a Réth.}RA need not commence
at age 70'/2. However, ifithe owner dies before the
entire interest in a Roth/IRA is distributed, any
remaining interespin the contract must be distributed by
December 31(of\the calendar year containing the fifth
anniversarysofthe owner’s death subject to certain
exceptionss

REPORTING TO THE IRS

Whenever you are liable for one of the penalty taxes
discussed above (6% for excess contributions, 10% for
premature distributions or 50% for underpayments), you
must file Form 5329 with the Internal Revenue Service.
The form is to be attached to your federal income tax
return for the tax year in which the penalty applies.
Normal contributions and distributions must be shown
on your income tax return for the year to which they
relate.
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Prudential @ Financial

As with all mutual funds, the Securities and Exchange Commission
has not approved or disapproved the Fund’s shares nor has the
SEC determined that this prospectus is complete or accurate. It is
a criminal offense to state otherwise.

A particular Portfolio may not be available under the variable life
insurance or variable annuity contract which you have chosen. The
prospectus of the specific contract which you have chosen will
indicate which Portfolios are available and should be read in
conjunction with this prospectus.
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RISK/RETURN SUMMARY

This prospectus provides information about The Prudential Series Fund, Inc. (the Fund), which consists of thirty six
separate portfolios (each, a Portfolio).

The Fund offers two classes of shares in each Portfolio: Class | and Class Il. Class | shares are sold only to separate
accounts of The Prudential Insurance Company of America (Prudential) as investment options under variable life
insurance and variable annuity contracts (the Contracts). (A separate account keeps the assets supporting certain
insurance contracts separate from the general assets and liabilities of the insurance company.) Class Il shares are
offered only to separate accounts of non-Prudential insurance companies for the same types of Contracts. Not every
portfolio is available under every contract. The prospectus for each Contract lists the Portfolios currently,available
through that Contract.

This section highlights key information about the Portfolios available under your Contract. Additionalinformation follows
this summary and is also provided in the Fund’s Statement of Additional Information (SAl).

INVESTMENT OBJECTIVES AND PRINCIPAL STRATEGIES

The following summarizes the investment objectives, principal strategies and prinGipal risks for each of the
Portfolios. We describe the terms listed as principal risks on page 10. While we-make every effort to achieve the
investment objective for each Portfolio, we can’t guarantee success and it is possible that you could lose money.

Diversified Bond Portfolio

The Portfolio’s investment objective is a high level of income over'alonger term while providing reasonable
safety of capital. This means we look for investments that we think will provide a high level of current income, but
which are not expected to involve a substantial risk of loss oficapital through default. To achieve our objective, we
invest primarily in high-grade debt obligations and high-guality money market investments. We may also purchase
securities that are issued outside the U.S. by foreign or UsS7 issuers. In addition, we may invest a portion of the
Portfolio’s assets in high-yield/high-risk debt securities which are riskier than high-grade securities. While we make
every effort to achieve our objective, we can’t guarantee success and it is possible that you could lose money.

Principal Risks:

* credit risk

¢ derivatives risk

* foreign investment risk
* high yield risk

* interest rate risk

*  market risk

* management risk

Diversified Conservative Growth Portfolio

The Portfolio’srinvestment objective is to provide current income and a reasonable level of capital appreciation. To
achieve our investment objective, we will invest in a diversified portfolio of debt and equity securities. Up to 35% of the
Portfolio’stotal assets may be invested in high-yield/high-risk debt securities which have speculative characteristics
and generally are riskier than higher-rated securities. The Portfolio may also invest in foreign securities including debt
obligations of issuers in emerging markets. While we make every effort to achieve our objective, we can’t guarantee
success and it is possible that you could lose money.

Principal Risks:
* company risk
* creditrisk



e derivatives risk

* foreign investment risk
* high yield risk

* interest rate risk

*  market risk

*  management risk

Equity Portfolio

The Portfolio’s investment objective is capital appreciation. To achieve our objective, we invest primarily in common
stocks of major established corporations as well as smaller companies that we believe offer attractive prospects of
appreciation. In addition, the Portfolio may invest up to 30% of its total assets in foreign securities. While. we'make
every effort to achieve our objective, we can’t guarantee success and it is possible that you could lose meney.

Principal Risks:

e company risk

e derivatives risk

* foreign investment risk
*  market risk

* management risk

Global Portfolio
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The Portfolio’s investment objective is long-term growth of capital. Tio \achieve this objective, we invest primarily in
common stocks (and their equivalents) of foreign and U.S. companiés) Generally, we invest in at least three countries,
including the U.S., but we may invest up to 35% of the Portfolio’s.assets in companies located in any one country other
than the U.S. While we make every effort to achieve our objective; we can’t guarantee success and it is possible that
you could lose money.

Principal Risks:

e company risk

e derivatives risk

* foreign investment risk
*  market risk

* management risk

High Yield Bond Portfolio

The Portfolio’s investment objéctive is a high total return. In pursuing our objective, we invest primarily in high-yield/
high-risk debt securities. Such securities have speculative characteristics and are riskier than high-grade securities. In
addition, the Portfolio ‘may-invest up to 20% of its total assets in foreign debt obligations. While we make every effort to
achieve our objective, we can’t guarantee success and it is possible that you could lose money.

Principal Risks:

e _credit risk

e \ derivatives risk

* foreign investment risk
* high yield risk

* interest rate risk

*  market risk

* management risk
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Money Market Portfolio

The Portfolio’s investment objective is maximum current income consistent with the stability of capital and the
maintenance of liquidity. To achieve our objective, we invest in high-quality short-term money market instruments
issued by the U.S. government or its agencies, as well as by corporations and banks, both domestic and foreign. The
Portfolio will invest only in instruments that mature in thirteen months or less, and which are denominated in U.S.
dollars. While we make every effort to achieve our objective, we can’t guarantee success.

Principal Risks:

credit risk
interest rate risk
management risk

An investment in the Money Market Portfolio is not a bank deposit and is not insured or guaranteed‘by the Federal
Deposit Insurance Corporation or any other government agency. Although the Portfolio seeks tg.maintain a net asset
value of $10 per share, it is possible to lose money by investing in the Portfolio.

Prudential Jennison Portfolio

The Portfolio’s investment objective is to achieve long-term growth of capital. To achieve this objective, we invest
primarily in equity securities of major, established corporations that we believe offeriabove-average growth prospects.
In addition, the Portfolio may invest up to 30% of its total assets in foreign securities. While we make every effort to
achieve our objective, we can’t guarantee success and it is possible that you,could lose money.

Principal Risks:

company risk
derivatives risk

foreign investment risk
management risk
market risk

Small Capitalization Stock Portfolio

The Portfolio’s investment objective is to achievejlong-term growth of capital. To achieve this objective, we invest
primarily in equity securities of publicly-traded companies with small market capitalizations. We attempt to duplicate the
price and yield performance of the Standard & Poor’s Small Capitalization 600 Stock Index (the S&P SmallCap 600
Index). The market capitalization of the.Companies that make up the S&P SmallCap Index may change from time to
time. As of February 28, 2001, the S&P SmallCap 600 stocks had market capitalizations of between $2.5 billion and
$27 million.

The Portfolio is not “managea’«in the traditional sense of using market and economic analyses to select stocks. Rather,
the portfolio manager purchases stocks to duplicate the stocks and their weighting in the S&P SmallCap 600 Index.
While we make every effort to achieve our objective, we can’t guarantee success and it is possible that you could lose

money.

Principal Risks:

company risk
derivatives risk
market risk

Stock Index Portfolio

The Portfolio’s investment objective is investment results that generally correspond to the performance of
publicly-traded common stocks. To achieve our objective, we attempt to duplicate the price and yield of the S&P 500
Composite Stock Price Index (S&P 500). The S&P 500 represents more than 70% of the total market value of all
publicly-traded common stocks and is widely viewed as representative of publicly-traded common stocks as a whole.
The Portfolio is not “managed” in the traditional sense of using market and economic analyses to select stocks. Rather,
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the portfolio manager purchases stocks in proportion to their weighting in the S&P 500. While we make every effort to
achieve our objective, we can’t guarantee success and it is possible that you could lose money.

Principal Risks:

* company risk

* derivatives risk
*  market risk

20/20 Focus Portfolio

The Portfolio’s investment objective is long-term growth of capital. We seek to achieve this goal by investing primarily
in up to 40 equity securities of U.S. companies that are selected by the Portfolio’s two portfolio managers-(up to 20 by
each) as having strong capital appreciation potential. One manager will use a “value” approach, which means he or she
will attempt to identify strong companies selling at a discount from their perceived true value. Thé.ather manager will
use a “growth” approach, which means he or she seeks companies that exhibit higher-than-average earnings growth.
Up to 20% of the Portfolio’s total assets may be invested in foreign securities. While we make ‘évery effort to achieve
our objective, we can’t guarantee success and it is possible that you could lose money.

Principal Risks:

* company risk
derivatives risk

foreign investment risk
management risk
market risk
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Value Portfolio

The Portfolio’s investment objective is capital appreciation. To achieve our objective, we invest primarily in common
stocks that are undervalued — those stocks that are trading’below their underlying asset value, cash generating ability
and overall earnings and earnings growth. In addition{ the Portfolio may invest up to 30% of its total assets in foreign
securities. While we make every effort to achieve out'ebjective, we can’t guarantee success and it is possible that you
could lose money.

Principal Risks:

* company risk

¢ credit risk

* foreign investment risk
* interest rate risk

*  market risk

SP Aggressive Growth-Asset Allocation Portfolio

The SP Aggressive.Growth Asset Allocation Portfolio seeks capital appreciation by investing in large cap equity
Portfolios, international Portfolios, and small/mid-cap equity Portfolios. Pertinent risks are those associated with each
Portfolio in avhich this Portfolio invests. While we make every effort to achieve our objective, we can’t guarantee
success$ andit is possible that you could lose money.

The SP Aggressive Growth Asset Allocation Portfolio is composed of shares of the following Fund Portfolios:

* alarge capitalization equity component (approximately 40% of the Portfolio, invested in shares of the SP
Davis Value Portfolio (20% of Portfolio), the SP Alliance Large Cap Growth Portfolio (10% of Portfolio), and
the Prudential Jennison Portfolio (10% of Portfolio)); and

* aninternational component (approximately 35% of the Portfolio, invested in shares of the SP Jennison
International Growth Portfolio (17.5% of Portfolio) and the SP Deutsche International Equity Portfolio (17.5%
of Portfolio)); and
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e asmall/mid-capitalization equity component (approximately 25% of the Portfolio, invested in shares of the SP
Small/Mid-Cap Value Portfolio (12.5% of Portfolio) and the SP Prudential U.S. Emerging Growth Portfolio
(12.5% of Portfolio)).

For more information on the following Portfolios, see the pages indicated: Prudential Jennison Portfolio (p. 3), SP
Jennison International Growth Portfolio (p. 7), SP Small/Mid-Cap Value Portfolio (p. 10), SP Prudential U.S. Emerging
Growth Portfolio (p. 9).

SP Alliance Technology Portfolio

The Portfolio’s objective is growth of capital. The Portfolio invests primarily in securities of companies thahuse
technology extensively in the development of new or improved products or processes. Within this framewerk, the
Portfolio may invest in any company and industry and in any type of security with potential for capitallappreciation. It
invests in well-known, established companies or in new or unseasoned companies. The Portfolio,also may invest in
debt securities and up to 25% of its total assets in foreign securities. Among the principal risks.of investing in the
Portfolio are market risk and industry/sector risk. In addition, technology stocks, especially these of smaller, less-
seasoned companies, tend to be more volatile than the overall stock market. To the extent'the Portfolio invests in debt
and foreign securities, your investment has interest rate risk, credit risk, foreign risk, and €urrency risk. While we make
every effort to achieve our objective, we can’t guarantee success and it is possible that.you could lose money. This
Portfolio is advised by Alliance Capital Management, L.P.

Principal Risks:
company risk
credit risk
derivatives risk
foreign investment risk
industry/sector risk
interest rate risk
leveraging risk
liquidity risk
management risk
market risk

SP Balanced Asset Allocation Portfolio

The SP Balanced Asset AllocationPertfolio seeks to provide a balance between current income and growth of capital
by investing in fixed income Portfalios, large cap equity Portfolios, small/mid-cap equity Portfolios, and international
equity Portfolios. Pertinent risks,are those associated with each Portfolio in which this Portfolio invests. While we make
every effort to achieve our objective, we can’t guarantee success and it is possible that you could lose money.

The SP Balanced Asset-Allocation Portfolio is composed of shares of the following Portfolios:

* afixed income component (approximately 40% of the Portfolio, invested in shares of the SP PIMCO Total
Return Portfolio (25% of Portfolio) and the SP PIMCO High Yield Portfolio (15% of Portfolio)), and

* a large capitalization equity component (approximately 35% of the Portfolio, invested in shares of the SP
Davis Value Portfolio (17.5% of Portfolio), the SP Alliance Large Cap Growth Portfolio (8.75% of Portfolio),
and the Prudential Jennison Portfolio (8.75% of Portfolio)); and

* asmall/mid capitalization equity component (approximately 15% of the Portfolio, invested in shares of the SP
Small/Mid-Cap Value Portfolio (7.5% of Portfolio) and the SP Prudential U.S. Emerging Growth Portfolio (7.5%
of Portfolio)); and

* aninternational component (approximately 10% of the Portfolio, invested in shares of the SP Jennison
International Growth Portfolio (5% of Portfolio) and the SP Deutsche International Equity Portfolio (5% of
Portfolio)).



For more information on the following Portfolios, see the pages indicated: SP PIMCO Total Return Portfolio (p. 9),
Prudential Jennison Portfolio (p. 3), SP Small/Mid-Cap Value Portfolio (p. 10), SP Prudential U.S. Emerging Growth
Portfolio (p. 9), SP Jennison International Growth Portfolio (p. 7).

SP Conservative Asset Allocation Portfolio

The SP Conservative Asset Allocation Portfolio seeks to provide current income with low to moderate capital
appreciation by investing in fixed income Portfolios, large cap equity Portfolios, and small/mid-cap equity Portfolios.
Pertinent risks are those associated with each Portfolio in which this Portfolio invests. While we make every effort to
achieve our objective, we can’t guarantee success and it is possible that you could lose money.

The SP Conservative Asset Allocation Portfolio is composed of shares of the following Portfolios:

* afixed income component (approximately 60% of the Portfolio, invested in shares of thet:SP' PIMCO Total
Return Portfolio (40% of Portfolio) and the SP PIMCO High Yield Portfolio (20% of Porifolio)); and

* alarge capitalization equity component (approximately 30% of the Portfolio, invested in shares of the SP
Davis Value Portfolio (15% of Portfolio), the SP Alliance Large Cap Growth Pertfalio (7.5% of Portfolio), and
the Prudential Jennison Portfolio (7.5% of Portfolio)); and

* asmall/mid capitalization equity component (approximately 10% of the/Rortfolio, invested in shares of the SP
Small/Mid-Cap Value Portfolio (5% of Portfolio) and the SP Prudential U:S. Emerging Growth Portfolio (5% of
Portfolio)).

For more information on the following Portfolios see the pages indicated: SP PIMCO Total Return Portfolio (p. 9),
Prudential Jennison Portfolio (p. 3), SP Small/Mid-Cap Value Portfolio”(p. 10), SP Prudential U.S. Emerging Growth
Portfolio (p. 9).

SP Growth Asset Allocation Portfolio

The SP Growth Asset Allocation Portfolio seeks togprovide long-term growth of capital with consideration also given to
current income, by investing in large-cap equity-Portfolios, fixed income Portfolios, international equity Portfolios, and

small/mid-cap equity Portfolios. Pertinent risks ‘are those associated with each Portfolio in which this Portfolio invests.

While we make every effort to achieve our objective, we can’t guarantee success and it is possible that you could lose
money.

The Growth Asset Allocation Portfolio is composed of shares of the following Portfolios:

* alarge capitalization-egquity component (approximately 45% of the Portfolio, invested in shares of the SP
Davis Value Portfolio (22.5% of Portfolio), the SP Alliance Large Cap Growth Portfolio (11.25% of Portfolio),
and the Prudential'Jennison Portfolio (11.25% of Portfolio)); and

* afixed ineceme component (approximately 20% of the Portfolio, invested in shares of the SP PIMCO High
Yield Raortfolio (10% of Portfolio) and the SP PIMCO Total Return Portfolio (10% of Portfolio)); and

* anrinternational component (approximately 20% of the Portfolio, invested in shares of the SP Jennison
International Growth Portfolio (10% of Portfolio) and the SP Deutsche International Equity Portfolio (10% of
Portfolio)); and

* asmall/mid capitalization equity component (approximately 15% of the Portfolio, invested in shares of the SP
Small/Mid-Cap Value Portfolio (7.5% of Portfolio) and the SP Prudential U.S. Emerging Growth Portfolio (7.5%
of Portfolio)).

For more information on the following Portfolios, see the pages indicated: Prudential Jennison Portfolio (p. 3), SP
PIMCO Total Return Portfolio (p. 9), SP Jennison International Growth Portfolio (p. 7), SP Small/Mid-Cap Value
Portfolio (p. 10), SP Prudential U.S. Emerging Growth Portfolio (p. 9).
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SP INVESCO Small Company Growth Portfolio

The Portfolio seeks long-term capital growth. Most holdings are in small-capitalization companies — those with
market capitalizations under $2 billion at the time of purchase.

Investments in small, developing companies carry greater risk than investments in larger, more established companies.
Developing companies generally face intense competition, and have a higher rate of failure than larger companies. On
the other hand, large companies were once small companies themselves, and the growth opportunities of some small
companies may be quite high. While we make every effort to achieve our objective, we can’t guarantee success and it
is possible that you could lose money. This Portfolio is advised by INVESCO Funds Group, Inc.

Principal Risks:

* company risk

* counter party risk

* derivatives risk

¢ foreign investment risk
* leveraging risk

* liquidity risk

* management risk

*  market risk

¢  portfolio turnover risk

SP Jennison International Growth Portfolio

The Portfolio’s investment objective is long-term growth of capital. The.Portfolio seeks to achieve this objective by
investing in equity-related securities of foreign issuers. This means,the Portfolio looks for investments that Jennison
Associates LLC thinks will increase in value over a period of years. To achieve its objective, the Portfolio invests
primarily in the common stock of large and medium-sized foreign-Companies. Under normal circumstances, the
Portfolio invests at least 65% of its total assets in common.stoek of foreign companies operating or based in at least
five different countries. The Portfolio looks primarily for stoeks of companies whose earnings are growing at a faster
rate than other companies. These companies typically have characteristics such as above average growth in earnings
and cash flow, improving profitability, strong balance sheets, management strength and strong market share for its
products. The Portfolio also tries to buy such stocks~at attractive prices in relation to their growth prospects. While we
make every effort to achieve our objective, we '‘can’t guarantee success and it is possible that you could lose money.

Principal Risks:

* company risk

* credit risk

* derivatives risk

¢ foreign investment risk
* interest rate risk

*  market risk

SP Large Cap‘Value Portfolio

The Portfolie’siinvestment objective is long-term growth of capital. The portfolio’s investment strategy includes
investing at'least 65% of total assets in common stocks of companies with large market capitalizations (over $1 billion
at the time of investment). The Portfolio focuses on investing in securities of companies that Fidelity Management &
Research Company (FMR) believes are undervalued in the marketplace in relation to factors such as assets, earnings
or growth potential (stocks of these companies are often called “value” stocks). The Portfolio invests in domestic and
foreign issuers. The Portfolio uses both fundamental analysis of each issuer’s financial condition, its industry position
and market and economic conditions, and statistical models to evaluate an issuer’s growth potential, valuation, liquidity
and investment risk, to select investments. There is a risk that “value” investing may not perform as well as other
strategies. An investment in this Portfolio, like any Portfolio, is not a deposit of a bank, and is not insured by the Federal
Deposit Insurance Corporation or any other government agency. While we make every effort to achieve our objective,
we can’t guarantee success and it is possible that you could lose money.
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Principal Risks:

e company risk

* derivatives risk

* foreign investment risk
* leveraging risk

* liquidity risk

*  management risk

*  market risk

SP MFS Capital Opportunities Portfolio

The Portfolio’s investment objective is capital appreciation. The Portfolio invests, under normal market-conditions, at
least 65% of its total assets in common stocks and related securities, such as preferred stocks, convertible securities
and depository receipts for those securities. The Portfolio focuses on companies which Massachusetts Financial
Services Company (MFS) believes have favorable growth prospects and attractive valuations based on current and
expected earnings or cash flow. The Portfolio’s investments may include securities listed ona‘securities exchange or
traded in the over-the-counter markets. MFS uses a bottom-up, as opposed to a top-downyinvestment style in
managing the Portfolio. This means that securities are selected based upon fundamentalanalysis (such as an analysis
of earnings, cash flows, competitive position and management’s abilities) performedbythe Portfolio’s portfolio manager
and MFS’s large group of equity research analysts. The Portfolio may invest in foreign’securities (including emerging
market securities), through which it may have exposure to foreign currencies. TheyPortfolio may engage in active and
frequent trading to achieve its principal investment strategies. While we make, every effort to achieve our objective, we
can’t guarantee success and it is possible that you could lose money. High'portfolio turnover results in higher
transaction costs and can affect the Portfolio’s performance.

Principal Risks:

* company risk

* creditrisk

* derivatives risk

* foreign investment risk
* interest rate risk

* leveraging risk

* liquidity risk

* management risk

*  market risk

SP MFS Mid-Cap Growth Portfolio

The Portfolio’s investment objective is long-term growth of capital. The Portfolio invests, under normal market
conditions, at least 65% ofits’total assets in common stocks and related securities, such as preferred stocks,
convertible securities and‘depository receipts for those securities. These securities typically are of medium market
capitalizations, which Massachusetts Financial Services Company (MFS) believes have above-average growth
potential.

Medium market capitalization companies are defined by the Portfolio as companies with market capitalizations equaling
or exceéding’$250 million but not exceeding the top of the Russell Midcap™ Growth Index range at the time of the
Portfolio’s"investment. This Index is a widely recognized, unmanaged index of mid-cap common stock prices.
Companies whose market capitalizations fall below $250 million or exceed the top of the Russell Midcap™ Growth
Index range after purchase continue to be considered medium-capitalization companies for purposes of the Portfolio’s
65% investment policy. The Portfolio’s investments may include securities listed on a securities exchange or traded in
the over-the-counter markets. MFS uses a bottom-up, as opposed to a top-down, investment style in managing the
Portfolio. This means that securities are selected based upon fundamental analysis (such as an analysis of earnings,
cash flows, competitive position and management’s abilities) performed by the portfolio manager and MFS’s large
group of equity research analysts. The Portfolio is a non-diversified mutual fund portfolio. This means that the Portfolio
may invest a relatively high percentage of its assets in a small number of issuers. The Portfolio may invest in foreign
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securities (including emerging markets securities) through which it may have exposure to foreign currencies. The
Portfolio is expected to engage in active and frequent trading to achieve its principal investment strategies. While we
make every effort to achieve our objective, we can’t guarantee success and it is possible that you could lose money.
High portfolio turnover results in higher transaction costs and can affect the Portfolio’s performance.

Principal Risks:

e company risk

¢ credit risk

¢ derivatives risk

¢ foreign investment risk
* interest rate risk

* leveraging risk

* liquidity risk

* management risk

*  market risk

SP PIMCO Total Return Portfolio

The investment objective of the Portfolio is to seek maximum total return, consistent with preservation of capital
and prudent investment management. The Portfolio seeks to achieve its investment objective by investing under
normal circumstances at least 65% of its assets in a diversified portfolio of fixed income instruments of varying
maturities. The average portfolio duration of this Portfolio normally varies within a three- to six-year time frame based
on Pacific Investment Management Company’s forecast for interest rates. While we make every effort to achieve our
objective, we can’t guarantee success and it is possible that you could\lose‘money.

Principal Risks:

* creditrisk

* derivatives risk

¢ foreign investment risk
* interest rate risk

* leveraging risk

* management risk

*  market risk

*  mortgage risk

SP Prudential U.S. Emerging Growth Portfolio

The Portfolio’s investment objective is long-term capital appreciation, which means that the Portfolio seeks
investments whose pricewilFincrease over several years. The Portfolio normally invests at least 65% of its total assets
in equity securities of small)and medium-sized U.S. companies that Jennison Associates LLC believes have the
potential for above-average growth. The Portfolio also may use derivatives for hedging or to improve the Portfolio’s
returns. While the Portfolio makes every effort to achieve its objective, it can’t guarantee success. The Portfolio may
actively and frequently trade its portfolio securities. High portfolio turnover results in higher transaction costs and can
affect the Portfolio’s performance. While we make every effort to achieve our objective, we can’t guarantee success
and it is possible that you could lose money.

Principal Risks:

* company risk

* creditrisk

* derivatives risk

¢ foreign investment risk
* interest rate risk

* leveraging risk

* liquidity risk



*  management risk
*  market risk

SP Small/Mid-Cap Value Portfolio

The Portfolio’s investment objective is long-term growth of capital. The Portfolio’s investment strategy includes
normally investing at least 65% of total assets in common stocks of companies with small to medium market
capitalizations (those with market capitalizations similar to companies in the Russell 2000 or the Russell Midcap™
Growth Index at the time of investment). The Portfolio focuses on investing in securities of companies that Fidelity
Management & Research Company believes are undervalued in the marketplace in relation to factors such as,assets,
earnings or growth potential (stocks of these companies are often called “value” stocks). The Portfolio investissin
domestic and foreign issuers. The Portfolio uses both fundamental analysis of each issuer’s financial condition, its
industry position and market and economic conditions, and statistical models to evaluate an issuer’s growth potential,
valuation, liquidity and investment risk, to select investments. While we make every effort to achieve our objective, we
can’t guarantee success and it is possible that you could lose money.

Principal Risks:

e company risk

* derivatives risk

* foreign investment risk
* leveraging risk

* liquidity risk

* management risk

*  market risk
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SP Strategic Partners Focused Growth Portfolio

The Portfolio’s investment objective is long-term growth of capital. This means the Portfolio seeks investments
whose price will increase over several years. The Portfolio'bormally invests at least 65% of its total assets in equity-
related securities of U.S. companies that the adviser believes to have strong capital appreciation potential. The
Portfolio’s strategy is to combine the efforts of two investment advisers and to invest in the favorite stock selection
ideas of three portfolio managers (two of whom invest as a team). Each investment adviser to the Portfolio utilizes a
growth style to select approximately 20 securities. The portfolio managers build a portfolio with stocks in which they -
have the highest confidence and may invest'more than 5% of the Portfolio’s assets in any one issuer. The Portfolio is
nondiversified, meaning it can invest a relatively high percentage of its assets in a small number of issuers. Investing in
a nondiversified portfolio, particularly.agortfolio investing in approximately 40 equity-related securities, involves greater
risk than investing in a diversified portfolio because a loss resulting from the decline in the value of one security may
represent a greater portion of the total assets of a nondiversified portfolio. The Portfolio may actively and frequently
trade its portfolio securities. Higtiportfolio turnover results in higher transaction costs and can affect the Portfolio’s
performance. While we make jevery effort to achieve our objective, we can’t guarantee success and it is possible that
you could lose money. This*Portfolio is advised by Jennison Associates LLC and Alliance Capital Management L.P.

Principal Risks:

* company risk

* derivatives risk

* ( foreign investment risk
* leveraging risk

* liquidity risk

* management risk

*  market risk

PRINCIPAL RISKS

Although we try to invest wisely, all investments involve risk. Like any mutual fund, an investment in a Portfolio could
lose value, and you could lose money. The following summarizes the principal risks of investing in the Portfolios.
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Company risk. The price of the stock of a particular company can vary based on a variety of factors, such as the
company’s financial performance, changes in management and product trends, and the potential for takeover and
acquisition. This is especially true with respect to equity securities of smaller companies, whose prices may go up and
down more than equity securities of larger, more established companies. Also, since equity securities of smaller
companies may not be traded as often as equity securities of larger, more established companies, it may be difficult or
impossible for a Portfolio to sell securities at a desirable price. Foreign securities have additional risks, including
exchange rate changes, political and economic upheaval, the relative lack of information about these companies,
relatively low market liquidity and the potential lack of strict financial and accounting controls and standards.

Counterparty Risk. This is a risk associated primarily with repurchase agreements and some derivatives
transactions. It is the risk that the other party in the transaction will not fulfill its contractual obligation to complete the
transaction with a Fund.

Credit risk. Debt obligations are generally subject to the risk that the issuer may be unable to"'make principal and
interest payments when they are due. There is also the risk that the securities could lose value because of a loss of
confidence in the ability of the borrower to pay back debt. Non-investment grade debt — alse_known as “high-yield
bonds” and “junk bonds” — have a higher risk of default and tend to be less liquid than higher-rated securities.

Derivatives risk. Derivatives are financial contracts whose value depends ongenis derived from, the value of an
underlying asset, interest rate or index. The Portfolios typically use derivatives as.a'substitute for taking a position in
the underlying asset and/or as part of a strategy designed to reduce exposure t6/0ther risks, such as interest rate or
currency risk. A Portfolio may also use derivatives for leverage, in which case.their use would involve leveraging risk. A
Portfolio’s use of derivative instruments involves risks different from, or possibly greater than, the risks associated with
investing directly in securities and other traditional investments. Derivativesjare subject to a number of risks described
elsewhere, such as liquidity risk, interest rate risk, market risk, creditrisk and management risk. They also involve the
risk of mispricing or improper valuation and the risk that changes in\the value of the derivative may not correlate
perfectly with the underlying asset, rate or index. A Portfolio investing in a derivative instrument could lose more than
the principal amount invested. Also, suitable derivative transactions may not be available in all circumstances.

Foreign investment risk. Investing in foreign securities generally involves more risk than investing in securities
of U.S. issuers. Foreign investment risk is comprised\of the specific risks described below.

Currency risk. Changes in currency-exchange rates may affect the value of foreign securities held by a
Portfolio and the amount of income available for distribution. If a foreign currency grows weaker relative to the U.S.
dollar, the value of securities denominated in that foreign currency generally decreases in terms of U.S. dollars. If a
Portfolio does not correctly anticipate.changes in exchange rates, its share price could decline as a result. In
addition, certain hedging activities ‘may cause the Portfolio to lose money and could reduce the amount of income
available for distribution.

Emerging market risk:~" To the extent that a Portfolio invests in emerging markets to enhance overall
returns, it may face higherpolitical, information, and stock market risks. In addition, profound social changes and
business practices that-depart from norms in developed countries’ economies have sometimes hindered the
orderly growth of-emerging economies and their stock markets in the past. High levels of debt may make emerging
economies heavily reliant on foreign capital and vulnerable to capital flight.

European Economic and Monetary Union. Austria, Belgium, Finland, France, Germany, Ireland, ltaly,
Luxembourg, The Netherlands, Portugal and Spain are presently members of the European Economic and
Monetary Union (the “EMU”) which as of January 1, 1999, adopted the euro as a common currency. The national
currencies will be sub-currencies of the euro until July 1, 2002, at which time these currencies will disappear
entirely. Other European countries may adopt the euro in the future.

As the euro is implemented, there may be changes in the relative strength and value of the U.S. dollar and
other major currencies, as well as possible adverse tax consequences. The euro transition by EMU countries may
affect the fiscal and monetary levels of those participating countries. The outcome of these and other uncertainties
could have unpredictable effects on trade and commerce and result in increase volatility for all financial markets.

Foreign market risk. Foreign markets, especially those in developing countries, tend to be more volatile
than U.S. markets and are generally not subject to regulatory requirements comparable to those in the U.S.
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Because of differences in accounting standards and custody and settlement practices, investing in foreign
securities generally involves more risk than investing in securities of U.S. issuers.

Information risk. Financial reporting standards for companies based in foreign markets usually differ from
those in the United States. Since the “numbers” themselves sometimes mean different things, the sub-advisers
devote much of their research effort to understanding and assessing the impact of these differences upon a
company’s financial conditions and prospects.

Liquidity risk. Stocks that trade less can be more difficult or more costly to buy, or to sell, than more liquid
or active stocks. This liquidity risk is a factor of the trading volume of a particular stock, as well as the size and
liquidity of the entire local market. On the whole, foreign exchanges are smaller and less liquid than the U.S,
market. This can make buying and selling certain shares more difficult and costly. Relatively small transactions in
some instances can have a disproportionately large effect on the price and supply of shares. In certain situations, it
may become virtually impossible to sell a stock in an orderly fashion at a price that approaches an estimate of its
value.

Political developments. Political developments may adversely affect the value of a.Portfolio’s foreign
securities.

Political risk. Some foreign governments have limited the outflow of profits,te investors abroad, extended
diplomatic disputes to include trade and financial relations, and have imposed high,taxes on corporate profits.

Regulatory risk. Some foreign governments regulate their exchanges-<ess’stringently, and the rights of
shareholders may not be as firmly established.

High yield risk. Portfolios that invest in high yield securities and unrated securities of similar credit quality
(commonly known as “junk bonds”) may be subject to greater levels of/interest rate, credit and liquidity risk than
Portfolios that do not invest in such securities. High yield securities are‘considered predominantly speculative with
respect to the issuer’s continuing ability to make principal and interest payments. An economic downturn or period of
rising interest rates could adversely affect the market for high yield securities and reduce a Portfolio’s ability to sell its
high yield securities (liquidity risk).

Industry/sector risk. Portfolios that invest in a single market sector or industry can accumulate larger positions
in single issuers or an industry sector. As a result, the \Portfolio’s performance may be tied more directly to the success
or failure of a smaller group of portfolio holdings.
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Interest rate risk. Fixed income secliities are subject to the risk that the securities could lose value because of -

interest rate changes. For example, bonds\tend to decrease in value if interest rates rise. Debt obligations with longer
maturities sometimes offer higher yields;,but are subject to greater price shifts as a result of interest rate changes than
debt obligations with shorter maturities.

Leveraging risk. Certain‘transactions may give rise to a form of leverage. Such transactions may include,
among others, reverse repurchase agreements, loans of portfolio securities, and the use of when-issued, delayed
delivery or forward commitmient contracts. The use of derivatives may also create leveraging risks. To mitigate
leveraging risk, a sub-adviser can segregate liquid assets or otherwise cover the transactions that may give rise to
such risk. The use oflleéverage may cause a Portfolio to liquidate portfolio positions when it may not be advantageous to
do so to satisfy its @bligations or to meet segregation requirements. Leverage, including borrowing, may cause a
Portfolio to be-more volatile than if the Portfolio had not been leveraged. This is because leveraging tends to
exaggeraterthe effect of any increase or decrease in the value of a Portfolio’s securities.

Liquidity risk. Liquidity risk exists when particular investments are difficult to purchase or sell. A Portfolio’s
investments in illiquid securities may reduce the returns of the Portfolio because it may be unable to sell the illiquid
securities at an advantageous time or price. Portfolios with principal investment strategies that involve foreign
securities, derivatives or securities with substantial market and/or credit risk tend to have the greatest exposure to
liquidity risk.

Management risk. Actively managed investment portfolios are subject to management risk. Each sub-adviser
will apply investment techniques and risk analyses in making investment decisions for the Portfolios, but there can be
no guarantee that these will produce the desired results.
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Market risk. Common stocks are subject to market risk stemming from factors independent of any particular
security. Investment markets fluctuate. All markets go through cycles and market risk involves being on the wrong side
of a cycle. Factors affecting market risk include political events, broad economic and social changes, and the mood of
the investing public. You can see market risk in action during large drops in the stock market. If investor sentiment
turns gloomy, the price of all stocks may decline. It may not matter that a particular company has great profits and its
stock is selling at a relatively low price. If the overall market is dropping, the values of all stocks are likely to drop.
Generally, the stock prices of large companies are more stable than the stock prices of smaller companies, but this is
not always the case. Smaller companies often offer a smaller range of products and services than large companies.
They may also have limited financial resources and may lack management depth. As a result, stocks issued by smaller
companies may fluctuate in value more than the stocks of larger, more established companies.

Mortgage risk. A Portfolio that purchases mortgage related securities is subject to certain additional risks. Rising
interest rates tend to extend the duration of mortgage-related securities, making them more sensitive,to ehanges in
interest rates. As a result, in a period of rising interest rates, a Portfolio that holds mortgage-related-securities may
exhibit additional volatility. This is known as extension risk. In addition, mortgage-related securities,are subject to
prepayment risk. When interest rates decline, borrowers may pay off their mortgages sooner, than expected. This can
reduce the returns of a Portfolio because the Portfolio will have to reinvest that money at theNower prevailing interest
rates.

Portfolio turnover risk. A Fund'’s investments may be bought and sold relativély frequently. A high turnover rate
may result in higher brokerage commissions and taxable capital gain distributions\to a Fund’s shareholders.

* * *

For more information about the risks associated with the Portfolies, see “How the Portfolios Invest—Investment
Risks.”
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EVALUATING PERFORMANCE

Diversified Bond Portfolio

A number of factors — including risk — can affect how the Portfolio performs. The bar chart and table below
demonstrate the risk of investing in the Portfolio by showing how returns can change from year to year and by showing
how the Portfolio’s average annual returns compare with a stock index and a group of similar mutual funds. Past

performance does not mean that the Portfolio will achieve similar results in the future.

Annual Returns® (Class | shares)

1991

16.44%

1992

7.19%

1993

10.13%

1994

-3.23%

1995

20.73%

1996

4.40%

1997 1998

8.57%

7.15%

BEST QUARTER: 7.3% (2nd quarter of 1995) WORST QUARTER: -2.8% (1st quarter of 1994)

1999 2000

9.72%

-0.74%

* These annual returns do not include Contract charges. If Contract charges-were included, the annual returns would

be lower than those shown. See the accompanying Contract prospectus.

Average Annual Returns* (as of 12/31/00)

Class | shares

Lehman Aggregate Index**
Lipper Average™***

1 YEAR

9.72%
11.63%
9.36%

5 YEARS

5:75%
67/46%
5.73%

10 YEARS

7.83%
7.96%
7.89%

SINCE
INCEPTION

(5/13/83)

8.68%
9.44%
8.35%
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The Portfolio’s returns are after deduction of expenses and do not include Contract charges.

The Lehman Aggregate Index (LAl)'is eomprised of more than 5,000 government and corporate bonds. These
returns do not include the effect.ofany sales charges. These returns would be lower if they included the effect of
sales charges. The “Since Ingeption” return reflects the closest calendar month-end return (4/30/83). Source:
Lipper, Inc.

The Lipper Variable Insurance Products (VIP) Corporate Debt Average is calculated by Lipper Analytical Services,
Inc. and reflects the investment return of certain portfolios underlying variable life and annuity products. The
returns are net of investment fees and fund expenses but not product charges. The “Since Inception” return
reflects the closest ealendar month-end return (4/30/83). Source: Lipper, Inc.



Diversified Conservative Growth Portfolio

A number of factors — including risk — can affect how the Portfolio performs. The bar chart and table below
demonstrate the risk of investing in the Portfolio by showing how the Portfolio’s average annual returns compare with a
stock index and a group of similar mutual funds. Past performance does not mean that the Portfolio will achieve similar
results in the future.

Annual Returns* (Class | Shares)

Annual Returns* (Class | shares)

2000

3.79%

I

BEST QUARTER: 2.51% (1st quarter of 2000) WORST QUARTER: -0.83% (4th quarter of 2000)

* These annual returns do not include Contract charges. If Contract charges were included, the annual returns would
be lower than those shown. See the accompanying Contract prospectus.
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Average Annual Returns* (as of 12/31/00)

SINCE
INCEPTION
1 YEAR (5/3/99)
Class | shares 3.79% 5.96%
S&P 500** ~9.10% 0.53%
-Lipper Average*** 5.28% 2 20%

* The Portfolio’s returns are after deddction of expenses and do not include Contract charges.

** The Standard & Poor’s 500 Compaesite Stock Price Index (S&P 500) — an unmanaged index of 500 stocks of large
U.S. companies — gives a bread.look at how stock prices have performed. These returns do not include the effect
of any investment management expenses. These returns would be lower if they included the effect of these
expenses. The “Since Inception” return reflects the closest calendar month-end return (4/30/99). Source:

Lipper, Inc.

*** The Lipper Variable Insurance Products (VIP) Income Fund Average is calculated by Lipper Analytical Services,
Inc. and reflects the.investment return of certain portfolios underlying variable life and annuity products. The
returns are netyofinvestment fees and fund expenses but not product charges. These returns would be lower if
they included the effect of these expenses. The “Since Inception” return reflects the closest calendar month-end
return (4/30/99). Source: Lipper, Inc.
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Equity Portfolio

A number of factors — including risk — can affect how the Portfolio performs. The bar chart and table below
demonstrate the risk of investing in the Portfolio by showing how returns can change from year to year and by showing
how the Portfolio’s average annual returns compare with a stock index and a group of similar mutual funds. Past
performance does not mean that the Portfolio will achieve similar results in the future.

Annual Returns* (Class | shares)

Annual Returns® (Class I shares)

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000
31.29%
26.01% 24.66%
21.87%
18.52%
14.17% 12.49%
9.34%
2.78% 3.28%
BEST QUARTER: 19.1% (1st quarter of 1991) WORST QUARTER: -14.8% (3rd quarter of 1998)

* These annual returns do not include Contract charges. If Contract charges-were included, the annual returns would
be lower than those shown. See the accompanying Contract prospectus.
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Average Annual Returns* (as of 12/31/00)

SINCE
INCEPTION
1 YEAR 5 YEARS 10 YEARS (5/13/83)
Class | shares 3.28% 1342% 16.08% 14.28%
S&P 500** —-9.10% 18.33% 17.44% 15.82%
Lipper Average™™* —9.22% 12.39% 17.52% 14.58%
* The Portfolio’s returns are after deduction‘of expenses and do not include Contract charges. -

** The Standard & Poor’s 500 Composite.Stock Price Index (S&P 500) — an unmanaged index of 500 stocks of large
U.S. companies — gives a broad look at how stock prices have performed. These returns do not include the effect
of any investment managementexpenses. These returns would be lower if they included the effect of these
expenses. The “Since Inception” return reflects the closest calendar month-end return (4/30/83). Source: Lipper,
Inc.

The Lipper Variable insurance Products (VIP) Growth Fund Average is calculated by Lipper Analytical Services,
Inc. and reflects the'investment return of certain portfolios underlying variable life and annuity products. The
returns are net of investment fees and fund expenses but not product charges. These returns would be lower if
they includedthe-effect of these expenses. The “Since Inception” return reflects the closest calendar month-end
return (4/30/83). Source: Lipper, Inc.
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Global Portfolio

A number of factors — including risk — can affect how the Portfolio performs. The bar chart and table below
demonstrate the risk of investing in the Portfolio by showing how returns can change from year to year and by showing
how the Portfolio’s average annual returns compare with a stock index and a group of similar mutual funds. Past
performance does not mean that the Portfolio will achieve similar results in the future.

Annual Returns® (Class I shares)

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000

48.27%
43.14%

25.08%
19.97%
11.39% 15.88%
= 6.98%

-3.42% -4.89%

-17.68%

BEST QUARTER: 31.05% (4th quarter of 1999) WORST QUARTER: -14.21% (3rd quarter of 1998)

* These annual returns do not include Contract charges. If Contract charges weréincluded, the annual returns would

be lower than those shown. See the accompanying Contract prospectus.

Average Annual Returns* (as of 12/31/00)

1 YEAR 5 YEARS 10 YEARS
Class | shares —17.68% 14.35% 12.74%
Morgan Stanley World
Index** —-13.18% 12:42% 11.93%
Lipper Average™™* —9.93% 14.05% 12.00%

SINCE
INCEPTION

(9/19/88)

11.31%

10.30%
10.65%

* The Portfolio’s returns are after deductiontofiexpenses and do not include Contract charges.

** The Morgan Stanley World Index (MSW)'is a weighted index comprised of approximately 1,500 companies listed
on the stock exchanges of the U.S.A.)\Europe, Canada, Australia, New Zealand and the Far East. The “Since
Inception” return reflects the closésticalendar month-end return (9/30/88). Source: Lipper, Inc.

*** The Lipper Variable Insurance . Rroducts (VIP) Global Average is calculated by Lipper Analytical Services, Inc. and
reflects the investment return of certain portfolios underlying variable life and annuity products. The returns are net
of investment fees and fund-expenses but not product charges. The “Since Inception” return reflects the closest

calendar month-end-eturn (9/30/88). Source: Lipper, Inc.
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High Yield Bond Portfolio

A number of factors — including risk — can affect how the Portfolio performs. The bar chart and table below
demonstrate the risk of investing in the Portfolio by showing how returns can change from year to year and by showing
how the Portfolio’s average annual returns compare with a stock index and a group of similar mutual funds. Past
performance does not mean that the Portfolio will achieve similar results in the future.

Annual Returns® (Class I shares)

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000

38.99%

o 19.27% 9
17.53% ° 17.56% 11399 13.78%

4.61%

-2.72% -2.36%

-7.91%

BEST QUARTER: 15.9% (1st quarter of 1991) WORST QUARTER: -9.5% (3rd quarter of 1998)

* These annual returns do not include Contract charges. If Contract charges weréincluded, the annual returns would
be lower than those shown. See the accompanying Contract prospectus.

Average Annual Returns* (as of 12/31/00)

SINCE
INCEPTION
1 YEAR 5 YEARS 10 YEARS (2/23/87)
Class | shares —-7.91% 3.58% 1027% 6.74%
Lehman High Yield Index** —5.86% 4.28% 11.16% 8.05%
Lipper Average*** —7.03% 4.,08% 9.84% 7.54%

* The Portfolio’s returns are after deduction of.expenses and do not include Contract charges.
** The Lehman High Yield Index is made up(ofjover 700 noninvestment grade bonds. The index is an unmanaged
index that includes the reinvestment.of all'interest but does not reflect the payment of transaction costs and
advisory fees associated with an investment in the Portfolio. The “Since Inception” return reflects the closest
calendar month-end return (2/28/87). Source: Lipper, Inc.

The Lipper Variable Insurance Rroducts (VIP) High Current Yield Average is calculated by Lipper Analytical
Services, Inc. and reflects the\investment return of certain portfolios underlying variable life and annuity products.
The returns are net of investment fees and fund expenses but not product charges. The “Since Inception” return
reflects the closest caléndar month-end return (2/28/87). Source: Lipper, Inc.
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Money Market Portfolio

A number of factors — including risk — can affect how the Portfolio performs. The bar chart and table below
demonstrate the risk of investing in the Portfolio by showing how returns can change from year to year and by showing
how the Portfolio’s average annual returns compare with a stock index and a group of similar mutual funds. Past
performance does not assure that the Portfolio will achieve similar results in the future.

Annual Returns® (Class I shares)

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000

6.16% 6.20%
5.80%
° 5.22% 5.41% 5.39% 4.97%

3.79% 4.05%
2.95%

BEST QUARTER: 1.73% (3rd quarter of 1991) WORST QUARTER: .71% (2nd quarter of 1993)

* These annual returns do not include Contract charges. If Contract charges weréincluded, the annual returns would
be lower than those shown. See the accompanying Contract prospectus.
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Average Annual Returns* (as of 12/31/00)

SINCE
INCEPTION
1 YEAR 5 YEARS 10 YEARS (5/13/83)
Class | shares 6.20% 5.44% 4.99% 6.30%
Lipper Average™™ 5.99% 5.22% 4.75% 6.23%

* The Portfolio’s returns are after deduction of expenses and do not include Contract charges.
** The Lipper Variable Insurance Products (VIR)Money Market Average is calculated by Lipper Analytical Services,
- Inc., and reflects the investment return of certain portfolios underlying variable life and annuity products. These
returns are net of investment fees and fund expenses but not product charges. The “Since Inception” return
reflects the closest calendar month-énd return (4/30/83). Source: Lipper, Inc.

7-Day Yield* (as of 12/26/00)

Money Market Portfolio 6.26%
Average Money Market,Fund™* 5.89%

* The Portfolio’s.yield is after deduction of expenses and does not include Contract charges.
** Source: iMoneyNet, Inc. As of 12/26/00, based on 328 funds in the iMoneyNet General Purpose Universe, First
and Second.Tier Money Market Fund.
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Prudential Jennison Portfolio

A number of factors — including risk — can affect how the Portfolio performs. The bar chart and table below
demonstrate the risk of investing in the Portfolio by showing how returns can change from year to year and by showing
how the Portfolio’s average annual returns compare with a stock index and a group of similar mutual funds. Past
performance does not mean that the Portfolio will achieve similar results in the future.

Annual Returns* (Class | shares)

1996 1997 1998 1999 2000

41.76%
37.46%
31.71%

14.41%

-17.38%

BEST QUARTER: 29.5% (4th quarter of 1998) WORST QUARTER: -16.9% (4th quarter of 2000)

* These annual returns do not include Contract charges. If Contract chargeswere included, the annual returns would
be lower than those shown. See the accompanying Contract prospectus;
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Average Annual Returns* (as of 12/31/00)

SINCE
INCEPTION
1 YEAR 5 YEARS (4/25/95)
Class | shares —17.38% 19.46% 21.70%
S&P 500** —-9.10% 18.33% 20.11%
Lipper Average™™* —9.22% 17.39% 19.07%
* The Portfolio’s returns are after deductiontofiexpenses and do not include Contract charges. -
** The Standard & Poor’'s 500 Composite Stock Price Index (S&P 500) — an unmanaged index of 500 stocks of large

U.S. Companies — gives a broad loak'at how stock prices have performed. These returns do not include the effect of
any investment management expenses. These returns would be lower if they included the effect of these expenses.
The “Since Inception” return réflects the closest calendar month-end return (4/30/95). Source: Lipper, Inc.

*** The Lipper Variable Insurance,Products (VIP) Growth Fund Average is calculated by Lipper Analytical Services,
Inc. and reflects the investment return of certain portfolios underlying variable life and annuity products. The
returns are net of invesiment fees and fund expenses but not product charges. The “Since Inception” return
reflects the closest calendar month-end return (4/30/95). Source: Lipper, Inc.

20



Small Capitalization Stock Portfolio

A number of factors — including risk — can affect how the Portfolio performs. The bar chart and table below
demonstrate the risk of investing in the Portfolio by showing how returns can change from year to year and by showing
how the Portfolio’s average annual returns compare with a stock index and a group of similar mutual funds. Past
performance does not mean that the Portfolio will achieve similar results in the future.

Annual Returns® (Class I shares)

1996 1997 1998 1999 2000

25.17%
19.77%

12.68% 12.81%

-0.76%

BEST QUARTER: 18.08% (4th quarter of 1998) WORST QUARTER: -20.61% (3rd quarter of 1998)

* These annual returns do not include Contract charges. If Contract charges wére'included, the annual returns would
be lower than those shown. See the accompanying Contract prospectus.
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Average Annual Returns* (as of 12/31/00)

SINCE
INCEPTION
1 YEAR 5 YEAR (4/25/95)
Class | shares 12.81% 13.59% 15.49%
S&P SmallCap 600 Index** 11.18% 13.58% 15.78%
Lipper Average™™* 0.24% 14.22% 15.10%

* The Portfolio’s returns are after deduction of.expenses and do not include Contract charges.

- ** The S&P SmallCap 600 Index is a capital‘weighted index representing the aggregate market value of the common
equity of 600 small company stocks. . The S&P SmallCap 600 Index is an unmanaged index that includes the
reinvestment of all dividends but do€s\not reflect the payment of transaction costs and advisory fees associated
with an investment in the portfoliol/The “Since Inception” return reflects the closest month-end return (4/30/95).
Source: Lipper, Inc.

*** The Lipper Variable Insurance,Products (VIP) Small Cap Average is calculated by Lipper Analytical Services, Inc.
and reflects the investmentreturn of certain portfolios underlying variable life and annuity products. The returns are
net of investment fees @nd fund expenses but not product charges. The “Since Inception” return reflects the
closest month-end return (4/30/95). Source: Lipper, Inc.
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Stock Index Portfolio

A number of factors — including risk — can affect how the Portfolio performs. The bar chart and table below
demonstrate the risk of investing in the Portfolio by showing how returns can change from year to year and by showing
how the Portfolio’s average annual returns compare with a stock index and a group of similar mutual funds. Past
performance does not mean that the Portfolio will achieve similar results in the future.

Annual Returns® (Class I shares)

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000

37.06%
29.72% 3283% 28.42%

22.57% 20.54%

9.66%
1.01%

7.13%

-3.63%
-9.03%

BEST QUARTER: 21.44% (4th quarter of 1998) WORST QUARTER: -9.98% (3rd quarter of 1998)

* These annual returns do not include Contract charges. If Contract charges were included, the annual returns would
be lower than those shown. See the accompanying Contract prospectus.
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Average Annual Returns* (as of 12/31/00)

SINCE
INCEPTION
1 YEAR 5 YEARS 10.YEARS (10/19/87)
Class | shares —9.03% 18.05% 17.08% 16.56%
S&P 500** —9.10% 18.33% 17.44% 15.88%
Lipper Average*** —9.32% 17.98% 17.06% 15.89%

*

The Portfolio’s returns are after deduction of expenses and do not include Contract charges.

** The Standard & Poor’s 500 Composite Sto€KPrice Index (S&P 500) — an unmanaged index of 500 stocks of large
U.S. companies — gives a broad look at‘how stock prices have performed. These returns do not include the effect
of any investment management expenses. These returns would be lower if they included the effect of these
expenses. The “Since Inception” return reflects the closest calendar month-end return (10/31/87). Source: Lipper,
Inc.

The Lipper Variable Insurance \Products (VIP) S&P 500 Index Average is calculated by Lipper Analytical Services,
Inc. and reflects the investment return of certain portfolios underlying variable life and annuity products. The
returns are net of investment fees and fund expenses but not product charges. The “Since Inception” return
reflects the closest calendar month-end return (10/31/87). Source: Lipper, Inc.
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20/20 Focus Portfolio

A number of factors — including risk — can affect how the Portfolio performs. The bar chart and table below
demonstrate the risk of investing in the Portfolio by showing how the Portfolio’s average annual returns compare with a
stock index and a group of similar mutual funds. Past performance does not mean that the Portfolio will achieve similar
results in the future.

Annual Returns® (Class I shares)

2000

-5.41%

BEST QUARTER: 18.80% (4th quarter of 1999) WORST QUARTER: -5.09% (3rd quarter of 1999)

* These annual returns do not include Contract charges. If Contract charges(were included, the annual returns would
be lower than those shown. See the accompanying Contract prospectus.

Average Annual Returns* (as of 12/31/00)

SINCE
INCEPTION
ONE YEAR _(5/3/99)
Class | shares —5.41% 7.37%
S&P 500** —-9.10% 0.53%,
Lipper Average™™* —-9.22% 4.50%

* The Portfolio’s returns are after deduction/of expenses and do not include Contract charges.

** The Standard & Poor’s 500 Composite\Stock Price Index (S&P 500) — an unmanaged index of 500 stocks of large
U.S. companies — gives a broad lgok at how stock prices have performed. These returns do not include the effect
of any investment management expenses. These returns would be lower if they included the effect of these
expenses. The “Since Inception’return reflects the closest calendar month-end return (4/30/99). Source: Lipper,
Inc.

*** The Lipper Variable Insurance Products (VIP) Growth Fund Average is calculated by Lipper Analytical Services,
Inc. and reflects the.investment return of certain portfolios underlying variable life and annuity products. The
returns are net of investment fees and fund expenses but not product charges. These returns would be lower if
they included the\effect of these expenses. The “Since Inception” return reflects the closest calendar month-end
return (4/30/99):

Source: Lippet, Inc.
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Value Portfolio

A number of factors — including risk — can affect how the Portfolio performs. The bar chart and table below
demonstrate the risk of investing in the Portfolio by showing how returns can change from year to year and by showing
how the Portfolio’s average annual returns compare with a stock index and a group of similar mutual funds. Past
performance does not mean that the Portfolio will achieve similar results in the future.

Annual Returns® (Class I shares)

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000
36.61%

27.50%
22.28% 21.70% 21.74%

15.59%

1)
10.14% 12.52%

1.44%

-2.38%
BEST QUARTER: 16.54% (2nd quarter of 1997) WORST QUARTER: -18.14% (3rd quarter of 1998)

* These annual returns do not include Contract charges. If Contract charges weréincluded, the annual returns would
be lower than those shown. See the accompanying Contract prospectus.
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Average Annual Returns* (as of 12/31/00)

SINCE
INCEPTION
1YEAR 5 YEARS 10 YEARS _(2/19/88)
Class | shares 15.59% 16.12% 16.17% 14.77%
S&P 500** —9.10% 18.33% 17.44% 16.12%
Lipper Average*** 6.74% 15.,08% 15.80% 13.89%

* The Portfolio’s returns are after deduction of.expenses and do not include Contract charges.
** The Standard & Poor’s 500 Composite Stock Price Index (S&P 500) — an unmanaged index of 500 stocks of large
U.S. companies — gives a broad look at.how stock prices have performed. These returns do not include the effect
of investment management expensés.\These returns would be lower if they included the effect of these expenses.
The “Since Inception” return reflectsythe closest calendar month-end return (2/29/88). Source: Lipper, Inc.
The Lipper Variable Insurance Rroducts (VIP) Equity Income Average is calculated by Lipper Analytical Services,
Inc. and reflects the investment return of certain portfolios underlying variable life and annuity products. The
returns are net of investrient’fees and fund expenses but not product charges. The “Since Inception” return
reflects the closest caléndar month-end return (2/29/88). Source: Lipper, Inc.
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SP Portfolios

The SP Portfolios commenced operations in 2000. No performance information is included for these Portfolios because
they do not have at least one full calendar year of operation.
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HOW THE PORTFOLIOS INVEST
Investment Objectives and Policies

We describe each Portfolio’s investment objective and policies below. We describe certain investment instruments that
appear in bold lettering below in the section entitled Other Investments and Strategies. Although we make every effort
to achieve each Portfolio’s objective, we can’t guarantee success and it is possible that you could lose money. Unless
otherwise stated, each Portfolio’s investment objective is a fundamental policy that cannot be changed without
shareholder approval. The Board of Directors can change investment policies that are not fundamental.

An investment in a Portfolio is not a bank deposit and is not insured or guaranteed by the Federal Deposit nsdrance
Corporation or any other government agency.

Diversified Bond Portfolio

Our investment objective is a high level of income over a longer term while providing.reasonable safety of
capital. This means we look for investments that we think will provide a high level of currentiincome, but which are not
expected to involve a substantial risk of loss of capital through default. To achieve our«Objective, we invest primarily in
intermediate and long term debt obligations that are rated investment grade and high#quality money market
investments. While we make every effort to achieve our objective, we can’t guarantee success and it is possible that
you could lose money.

Our Strategy Debt obligations, in general, are basically written

In general, the value of debt obligations moves in the promises‘io-repay a debt. The terms of repayment vary
opposite direction as interest rates — if a bond is ameng the different types of debt obligations, as do the

purchased and then interest rates go up, newer bonds commitments of other parties to honor the obligations of
will be worth more relative to existing bonds because the’issuer of the security. The types of debt obligations

they will have a higher rate of interest. We will adjust the in which we can invest include U.S. government

mix of the Portfolio’s short-term, intermediate and long securities, mortgage-related securities and corporate

term debt obligations in an attempt to benefit from price bonds.

appreciation when interest rates go down and to incur
smaller declines when rates go up.

Usually, at least 65% of the Portfolio’s total assets will be invested in debt securities that are investment grade. This
means major rating services, like Standard and Poor’s Ratings Group (S&P) or Moody’s Investor Service, Inc.
(Moody’s), have rated the securities{within one of their four highest rating categories. The Portfolio may continue to
hold a debt obligation if it is downgraded below investment grade after it is purchased or if it is no longer rated by a
major rating service. We may_also’invest up to 35% of the Portfolio’s total assets in lower rated securities which are
riskier and considered speculative. These securities are sometimes referred to as “junk bonds.” We may also invest in
instruments that are not rated, but which we believe are of comparable quality to the instruments described above.

The Portfolio may invest without limit in debt obligations issued or guaranteed by the U.S. government and government-
related entities, Anlexample of a debt security that is backed by the full faith and credit of the U.S. government is an
obligation of the'Government National Mortgage Association (Ginnie Mae). In addition, we may invest in U.S.
government'securities issued by other government entities, like the Federal National Mortgage Association (Fannie
Mae) and the Student Loan Marketing Association (Sallie Mae) which are not backed by the full faith and credit of the
U.S. government. Instead, these issuers have the right to borrow from the U.S. Treasury to meet their obligations. The
Portfolio may also invest in the debt securities of other government-related entities, like the Farm Credit System, which
depend entirely upon their own resources to repay their debt.

We may also invest up to 20% of the Portfolio’s total assets in debt securities issued outside the U.S. by U.S. or foreign
issuers whether or not such securities are denominated in the U.S. dollar.

The Portfolio may also invest in convertible debt and convertible and preferred stocks and non-convertible
preferred stock of any rating. The Portfolio will not acquire any common stock except by converting a convertible
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security or exercising a warrant. No more than 10% of the Portfolio’s total assets will be held in common stocks, and
those will usually be sold as soon as a favorable opportunity arises.

We may also invest in loans arranged through private negotiations between a corporation which is the borrower and
one or more financial institutions that are the lenders. Generally, these types of investments are in the form of loan
participations.

Under normal conditions, the Portfolio may invest a portion of its assets in high-quality money market instruments. In
response to adverse market conditions or when restructuring the Portfolio, we may temporarily invest up to 100% of the
Portfolio’s assets in money market instruments. Investing heavily in these securities limits our ability to achieve our
investment objective, but can help to preserve the value of the Portfolio’s assets when the markets are unstable.

We may also use alternative investment strategies — including derivatives — to try to improve the Portfolio’s returns,
protect its assets or for short-term cash management.

We may: purchase and sell options on debt securities; purchase and sell interest rate futures.contracts and options
on those contracts; invest in forward foreign currency exchange contracts; and purchase\securities on a when-
issued or delayed delivery basis.

The Portfolio may also enter into short sales. No more than 25% of the Portfolio’s net,assets may be used as collateral
or segregated for purposes of securing a short sale obligation. The Portfolio may also“enter into short sales against-
the-box.

We may also use interest rate swaps in the management of the Portfolio.
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The Portfolio may also enter into repurchase agreements. The Portfolio'may participate with certain other Portfolios of
the Fund in a joint repurchase account under an order obtained from the SEC.

The Portfolio may also invest up to 30% of its net assets in reverse repurchase agreements and dollar rolls. The
Portfolio will not use more than 30% of its net assets in connection with reverse repurchase transactions and dollar
rolls.

Diversified Conservative Growth Portfolio

-Our investment objective is to provide current income and a reasonable level of capital appreciation. We seek to
achieve this objective by investing in a diversified portfolio of debt and equity securities. While we make every effort to
achieve our objective, we can’t guarantéé success and it is possible that you could lose money.

Asset Allocation Under normal market conditions, we invest

This Portfolio is designed for investors who want approximately 60% of the Portfolio’s total assets in debt
investment professionals<toumake their asset allocation securities of varying maturities with a dollar-weighted
decisions for them and are seeking current income and average portfolio maturity of between 4 and 15 years.
low to moderate capitahappreciation. We have (The maturity of a bond is the number of years until the
contracted with fouphighly regarded sub-advisers who principal is due and payable. Weighted average maturity
each will manage.a-portion of the Portfolio’s assets. In is calculated by adding the maturities of all of the bonds
this way, the Portfolio offers diversification not only of in the Portfolio and dividing by the number of bonds on a
asset type, but also of investment style. Investors in this dollar-weighted basis.)

Portfolio,should have both sufficient time and tolerance
for risk to accept periodic declines in the value of their
investment.

The types of debt securities in which we can invest include U.S. government securities, corporate debt obligations,
asset-backed securities, inflation-indexed bonds of governments and corporations and commercial paper. These
debt securities will generally be investment grade. This means major rating services, like Standard and Poor’s
Ratings Group (S&P) or Moody’s Investor Service, Inc. (Moody’s), have rated the securities within one of their
four highest rating categories. We may also invest up to 35% of the Portfolio’s total assets in lower rated
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securities that are riskier and considered speculative. At the time these high-yield or “junk bonds” are purchased they
will have a minimum rating of B by Moody’s, S&P or another major rating service. We may also invest in instruments
that are not rated, but which we believe are of comparable quality to the instruments described above. Up to 25% of the
Portfolio’s total assets may be invested in debt obligations issued or guaranteed by foreign governments, their agencies
and instrumentalities, supranational organizations, and foreign corporations or financial institutions. Up to 10% of the
Portfolio’s total assets may be invested in debt obligations of issuers in emerging markets.

The Portfolio will normally invest approximately 40% of its total assets in equity and equity-related securities issued by
U.S. and foreign companies. Up to 15% of the Portfolio’s total assets may be invested in foreign equity securities,
including those of companies in emerging markets. For these purposes, we do not consider American Depository
Receipts (ADRs) as foreign securities.

Generally, the Portfolio’s assets will be allocated as shown in the table below. However, we may rebalance the
Portfolio’s assets at any time or add or eliminate portfolio segments, in accordance with the Portfolio’s investment
objective and policies.
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Percent of

Portfolio  Asset
Assets Class Sub-Adviser Investment Style

40% Fixed income Pacific Investment Management Company Mostly high-quality debt instruments

20% Fixed income The Prudential Investment Management,  High-yield debt, including junk bonds and

Inc. (Prudential Investments) emerging market debt
15% Equities Jennison Associates LLC Growth-oriented, focusing on large-cap stocks
15% Equities Jennison Associates LLC Value-oriented, focusing on large-cap stocks
5% Equities The Dreyfus Corporation Value-oriented, focusing on small-cap and
mid-cap stocks
5% Equities Franklin Advisers, Inc. Growth-oriented, focusing on small-cap and

mid-cap stocks.

We may also invest in loans arranged through privaté negotiations between a corporation which is the borrower and
one or more financial institutions that are the lenders. Generally, these types of investments are in the form of loan -
participations.

We may also invest in debt securities 6f the U.S. Treasury and corporations that have been issued without interest
coupons or that have been stripped of their interest coupons, or have interest coupons that have been stripped from
the debt obligation (stripped securities).

In response to adverse market conditions or when we are restructuring the Portfolio, we may temporarily invest up to
100% of the Portfolio’s assets in money market instruments. Investing heavily in these securities limits our ability to
achieve our investment ebjective, but can help to preserve the Portfolio’s assets when the markets are unstable.

We may also usetalternative investment strategies — including derivatives — to try to improve the Portfolio’s returns,
protect its asSets or for short-term cash management.

We may:-purchase and sell options on equity securities, debt securities, financial indexes and U.S. government
securities; engage in foreign currency exchange contracts and related options; purchase and write put and call options
on foreign currencies; trade currency futures contracts and options on those contracts; purchase and sell futures on
debt securities, U.S. government securities, financial indexes and interest rates and related options; and invest in
delayed delivery and when-issued securities.

The Portfolio may also enter into short sales. No more than 5% of the Portfolio’s net assets may be used as collateral
or segregated for purposes of securing a short sale obligation. The Portfolio may also enter into short sales against-
the-box.
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We may also use interest rate swaps in the management of the Portfolio.

The Portfolio may also enter into repurchase agreements. The Portfolio may participate with certain other Portfolios of
the Fund in a joint repurchase account under an order obtained from the SEC.

The Portfolio may also invest up to 30% of its net assets in reverse repurchase agreements and dollar rolls.

Equity Portfolio

The investment objective of this Portfolio is capital appreciation. This means we seek investments that we believe will
provide investment returns above broadly based market indexes. While we make every effort to achieve-our objective,
we can’t guarantee success and it is possible that you could lose money.

Blend Approach To achieve our investment objective, we invest primarily
In deciding which stocks to buy, our portfolio managers in common stocks of major established corporations as
use a blend of investment styles. That is, we invest in well as smaller companies.

stocks that may be undervalued given the company’s

earnings, assets, cash flow and dividends and also 35% of the Portfolio’'sassets may be invested in short,
invest in companies experiencing some or all of the intermediate or long-term debt obligations, including
following: a price/earnings ratio lower than earnings per convertible and nonconvertible preferred stock and other
share growth, strong market position, improving equity-related securities. Up to 5% of these holdings
profitability and distinctive attributes such as unique may be rated’below investment grade. These securities
marketing ability, strong research and development, new are considered speculative and are sometimes referred
product flow, and financial strength. to asjunk bonds.”

Up to 30% of the Portfolio’s total assets may be invested in fareigh securities, including money market instruments,
equity securities and debt obligations. For these purposesswe‘do not consider American Depositary Receipts (ADRs)
as foreign securities.

Under normal circumstances, the Portfolio may invést'a portion of its assets in money market instruments. In addition,
we may temporarily invest up to 100% of the Portfolio’s assets in money market instruments in response to adverse

-market conditions or when we are restructuring‘the portfolio. Investing heavily in these securities limits our ability to

achieve our investment objective, but canshelp to preserve the Portfolio’s assets when the markets are unstable.

We may also use alternative investment-strategies — including derivatives — to try to improve the Portfolio’s returns,
protect its assets or for short-termecash management.

We may: purchase and sell options on equity securities, stock indexes and foreign currencies; purchase and sell stock
index and foreign currency.futures contracts and options on these futures contracts; enter into forward foreign
currency exchange contracts; and purchase securities on a when-issued or delayed delivery basis.

The Portfolio may‘also enter into short sales against-the-box.

The Portfoliomay also enter into repurchase agreements. The Portfolio may participate with certain other Portfolios of
the Fundiin‘@’joint repurchase account under an order obtained from the SEC.

Global Portfolio

The investment objective of this Portfolio is long-term growth of capital. To achieve this objective, we invest primarily
in equity and equity-related securities of foreign and U.S. companies. While we make every effort to achieve our
objective, we can’t guarantee success and it is possible that you could lose money.
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Global Investing When selecting stocks, we use a growth approach which

This Portfolio is intended to provide investors with the means we look for companies that have above-average
opportunity to invest in companies located throughout growth prospects. In making our stock picks, we look for
the world. Although we are not required to invest in a companies that have had growth in earnings and sales,
minimum number of countries, we intend generally to high returns on equity and assets or other strong

invest in at least three countries, including the U.S. financial characteristics. Often, the companies we
However, in response to market conditions, we can choose have superior management, a unique market
invest up to 35% of the Portfolio’s total assets in any one niche or a strong new product.

country other than the U.S.

The Portfolio may invest up to 100% of its assets in money market instruments in response to adverse market
conditions or when we are restructuring the Portfolio. Investing heavily in these securities limits our ability)to achieve
our investment objective, but can help to preserve the Portfolio’s assets when the markets are unstable.

We may also use alternative investment strategies — including derivatives — to try to improvesthe Portfolio’s returns,
protect its assets or for short-term cash management.

We may: purchase and sell options on equity securities, stock indexes and foreign currehcies; purchase and sell
futures contracts on stock indexes, debt securities, interest rate indexes and foreign'eurrencies and options on these
futures contracts; enter into forward foreign currency exchange contracts; and-purchase securities on a when-
issued or delayed delivery basis.

The Portfolio may also enter into short sales against-the-box.
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The Portfolio may also enter into repurchase agreements. The Rortfolio may participate with certain other Portfolios of
the Fund in a joint repurchase account under an order obtained from the SEC.

High Yield Bond Portfolio

The investment objective of this Portfolio is a hightotal return. In pursuing our objective, we invest in high yield/high
risk debt securities. While we make every effort t0 achieve our objective, we can’t guarantee success and it is possible

that you could lose money. -

High Yield/High Risk Normally, we will invest at least 80% of the Portfolio’s
Lower rated and comparable unrated.securities tend to total assets in medium to lower rated debt securities.
offer better yields than higher rated\securities with the These high-yield or “junk bonds” are riskier than higher
same maturities because the issuer’s financial condition rated bonds and are considered speculative.

may not have been as strong@s that of higher rated

issuers. Changes in the pefeeption of the The Portfolio may also invest up to 20% of its total
creditworthiness of the issuers of lower rated securities assets in U.S. dollar denominated debt securities issued
tend to occur more frequently and in a more pronounced outside the U.S. by foreign and U.S. issuers.

manner than for issuers of higher rated securities.

The Portfolioymay also acquire common and preferred stock, debt securities and convertible debt and preferred
stock.

We may also invest in loans arranged through private negotiations between a corporation which is the borrower and
one or more financial institutions that are the lenders. Generally, these types of investments are in the form of loan
participations.

Under normal circumstances, the Portfolio may invest in money market instruments. In response to adverse market
conditions or when we are restructuring the Portfolio, we may temporarily invest up to 100% of the Portfolio’s assets in
money market instruments. Investing heavily in these securities limits our ability to achieve our investment objective,
but can help to preserve the Portfolio’s assets when the markets are unstable.
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We may also use alternative investment strategies — including derivatives — to try to improve the Portfolio’s returns,
protect its assets or for short-term cash management.

We may: purchase and sell options on debt securities; purchase and sell interest rate futures contracts and options
on these futures contracts; and purchase securities on a when-issued or delayed delivery basis.

The Portfolio may also enter into short sales. No more than 25% of the Portfolio’s net assets may be used as collateral
or segregated for purposes of securing a short sale obligation. The Portfolio may also enter into short sales against-
the-box.

We may also use interest rate swaps in the management of the Portfolio.

The Portfolio may also enter into repurchase agreements. The Portfolio may participate with certainrother Portfolios of
the Fund in a joint repurchase account under an order obtained from the SEC.

The Portfolio may use up to 30% of its net assets in connection with reverse repurchase agreéements and dollar
rolls.

Money Market Portfolio

The investment objective of this Portfolio is to seek the maximum currentqincome that is consistent with stability
of capital and maintenance of liquidity. This means we seek investments-that we think will provide a high level of
current income. While we make every effort to achieve our objective, we'can’t guarantee success and it is possible that
you could lose money.

Steady Net Asset Value We invest in a diversified portfolio of short-term debt
The net asset value for the Portfolio will ordinarily remain obligations by the U.S. government, its agencies and
issued at $10 per share because dividends are declared instrumentalities, as well as commercial paper, asset
and reinvested daily. The price of each share remains backed securities, funding agreements, certificates of
the same, but you will have more shares when dividends deposit, floating and variable rate demand notes, notes
are declared. and other obligations issued by banks, corporations and

other companies (including trust structures), and
obligations issued by foreign banks, companies or
foreign governments.

We make investments that meet the,requirements of specific rules for money market mutual funds, such as Investment
Company Act Rule 2a-7. As such,ywe will not acquire any security with a remaining maturity exceeding thirteen months,
and we will maintain a dollar-weighted average portfolio maturity of 90 days or less. In addition, we will comply with the
diversification, quality androther requirements of Rule 2a-7. This means, generally, that the instruments that we
purchase present “minimal‘credit risk” and are of “eligible quality.” “Eligible quality” for this purpose means a security is:
(i) rated in one of the tw6 highest short-term rating categories by at least two major rating services (or if only one major
rating service has‘rated the security, as rated by that service); or (ii) if unrated, of comparable quality in our judgment.
All securities that we purchase will be denominated in U.S. dollars.

Commefcialpaper is short-term debt obligations of banks, corporations and other borrowers. The obligations are
usually isstied by financially strong businesses and often include a line of credit to protect purchasers of the obligations.
An asset-backed security is a loan or note that pays interest based upon the cash flow of a pool of assets, such as
mortgages, loans and credit card receivables. Funding agreements are contracts issued by insurance companies that
guarantee a return of principal, plus some amount of interest. When purchased by money market funds, funding
agreements will typically be short-term and will provide an adjustable rate of interest.

Certificates of deposit, time deposits and bankers’ acceptances are obligations issued by or through a bank. These
instruments depend upon the strength of the bank involved in the borrowing to give investors comfort that the
borrowing will be repaid when promised.
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We may purchase debt securities that include demand features, which allow us to demand repayment of a debt
obligation before the obligation is due or “matures.” This means that longer term securities can be purchased because
of our expectation that we can demand repayment of the obligation at a set price within a relatively short period of time,
in compliance with the rules applicable to money market mutual funds.

The Portfolio may also purchase floating rate and variable rate securities. These securities pay interest at rates that
change periodically to reflect changes in market interest rates. Because these securities adjust the interest they pay,
they may be beneficial when interest rates are rising because of the additional return the Portfolio will receive, and they
may be detrimental when interest rates are falling because of the reduction in interest payments to the Portfolio.

The securities that we may purchase may change over time as new types of money market instruments are‘developed.
We will purchase these new instruments, however, only if their characteristics and features follow the rufes-governing
money market mutual funds.

We may also use alternative investment strategies to try to improve the Portfolio’s returns, protect'its assets or for short-
term cash management. There is no guarantee that these strategies will work, that the instruménts necessary to
implement these strategies will be available or that the Portfolio will not lose money.

We may purchase securities on a when-issued or delayed delivery basis.

The Portfolio may also enter into repurchase agreements. The Portfolio may pdricipate with certain other Portfolios of
the Fund in a joint repurchase account under an order obtained from the SEC.

The Portfolio may use up to 10% of its net assets in connection with reverse repurchase agreements.

An investment in the Portfolio is not a bank deposit and is not jnsured or guaranteed by the Federal Deposit
Insurance Corporation or any other government agency. Although the Portfolio seeks to preserve the value of an
investment at $10 per share, it is possible to lose money, by ihvesting in the Portfolio.

Prudential Jennison Portfolio
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The investment objective of this Portfoliosis to.achieve long-term growth of capital. This means we seek investments -

whose price will increase over several years. While we make every effort to achieve our objective, we can’t guarantee
success and it is possible that you could/lose money.

Investment Strategy In pursuing our objective, we normally invest 65% of the
We seek to invest in equity securities of established Portfolio’s total assets in common stocks and preferred
companies with above-average growth prospects. We stocks of companies with capitalization in excess of
select stocks on a company-by-company basis using $1 billion.

fundamental analysis. In"making our stock picks, we look

for companies that have had growth in earnings and For the balance of the Portfolio, we may invest in

sales, high returns on equity and assets or other strong common stocks, preferred stocks and other equity-
financial chatacteristics. Often, the companies we related securities of companies that are undergoing
choosehave superior management, a unique market changes in management, product and/or marketing
niche ora-strong new product. dynamics which we believe have not yet been reflected

in reported earnings or recognized by investors.

In addition, we may invest in debt securities and mortgage-related securities. These securities may be rated as low
as Baa by Moody’s or BBB by S&P (or if unrated, of comparable quality in our judgment).

The Portfolio may also invest in obligations issued or guaranteed by the U.S. government, its agencies and
instrumentalities. In addition, up to 30% of the Portfolio’s assets may be invested in foreign equity and equity-related
securities. For these purposes, we do not consider American Depositary Receipts (ADRs) as foreign securities.
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In response to adverse market conditions or when restructuring the Portfolio, we may invest up to 100% of the
Portfolio’s assets in money market instruments. Investing heavily in these securities limits our ability to achieve our
investment objective, but can help to preserve the Portfolio’s assets when the markets are unstable.

We may also use alternative investment strategies — including derivatives — to try to improve the Portfolio’s returns,
protect its assets or for short-term cash management.

We may: purchase and sell options on equity securities, stock indexes and foreign currencies; purchase and sell stock
index and foreign currency futures contracts and options on those futures contracts; enter into forward foreign
currency exchange contracts; and purchase securities on a when-issued or delayed delivery basis.

The Portfolio may also enter into short sales against-the-box.

The Portfolio may also enter into repurchase agreements. The Portfolio may participate with certain other Portfolios of
the Fund in a joint repurchase account under an order obtained from the SEC.

Small Capitalization Stock Portfolio

The investment objective of this Portfolio is long-term growth of capital. This means we seek investments whose
price will increase over several years. While we make every effort to achieve‘our objective, we can’t guarantee success
and it is possible that you could lose money.

S&P SmallCap index To-achieve this objective, we attempt to duplicate the
We attempt to duplicate the performance of the Standard performance of the S&P SmallCap 600 Index. Normally
& Poor’s Small Capitalization 600 Stock Index (S&P we’do this by investing in all or a representative sample
SmallCap 600 Index), a market-weighted index which of the stocks in the S&P SmallCap 600 Index. Thus, the
consists of 600 smaller capitalization U.S. stocks. The Portfolio is not “managed” in the traditional sense of
market capitalization of the companies that make up the using market and economic analyses to select stocks.
S&P SmallCap 600 Index may change from time to<ime —

as of February 28, 2001, the S&P SmallCap stocks-had The Portfolio may also hold cash or cash equivalents, in
market capitalizations of between $27 million.and $2.5 which case its performance will differ from the Index’s.

billion. They are selected for market size, liquidity and
industry group. The S&P SmallCap 600 _Index has above-
average risk and may fluctuate more.than the S&P 500.

We attempt to minimize these-differences by using stock index futures contracts, options on stock indexes and
options on stock index futurés contracts. The Portfolio will not use these derivative securities for speculative purposes
or to hedge against a decline in the value of the Portfolio’s holdings.

We may also use alternative investment strategies to try to improve the Portfolio’s returns or for short-term cash
management. There'is no guarantee that these strategies will work, that the instruments necessary to implement these
strategies willbeavailable or that the Portfolio will not lose money.

We may: purchase and sell options on equity securities and stock indexes; purchase and sell stock index futures
contracts and options on those futures contracts; purchase and sell exchange-traded fund shares; and purchase
securities on a when-issued or delayed delivery basis.

The Portfolio may also enter into short sales and short sales against-the-box. No more than 5% of the Portfolio’s
total assets may be used as collateral or segregated for purposes of securing a short sale obligation.

The Portfolio may also enter into repurchase agreements. The Portfolio may participate with certain other Portfolios of
the Fund in a joint repurchase account under an order obtained from the SEC.
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A stock’s inclusion in the S&P SmallCap 600 Index in no way implies S&P’s opinion as to the stock’s attractiveness
as an investment. The Portfolio is not sponsored, endorsed, sold or promoted by S&P. S&P makes no
representations regarding the advisability of investing in the Portfolio. “Standard & Poor’s,” “Standard & Poor’'s Small

Capitalization Stock Index” and “Standard & Poor’'s SmallCap 600” are trademarks of McGraw Hill.

Stock Index Portfolio

The investment objective of this Portfolio is to achieve investment results that generally correspond to the
performance of publicly-traded common stocks. To achieve this goal, we attempt to duplicate the performance of
the S&P 500 Composite Stock Price Index (S&P 500 Index). While we make every effort to achieve our objective, we
can’t guarantee success and it is possible that you could lose money.

S&P 500 Index Under normal conditions, we attempt.to invest in all 500
We attempt to duplicate the performance of the S&P 500 stocks represented in the S&P 500 Index in proportion to
Index, a market-weighted index which represents more their weighting in the S&P 50Q\ndex. We will attempt to
than 70% of the market value of all publicly-traded remain as fully invested in-the”S&P 500 Index stocks as
common stocks. possible in light of cash«flow into and out of the Portfolio.

To manage investments and redemptions in the Portfolio, we may temporarily hald cash or invest in high-quality money
market instruments. To the extent we do so, the Portfolio’s performance will.differ from that of the S&P 500 Index. We
attempt to minimize differences in the performance of the Portfolio and the &P 500 Index by using stock index futures
contracts, options on stock indexes and options on stock index futures eontracts. The Portfolio will not use these
derivative securities for speculative purposes or to hedge against a decline in the value of the Portfolio’s holdings.

We may also use alternative investment strategies to try to improve the Portfolio’s returns or for short-term cash
management. There is no guarantee that these strategies willwork, that the instruments necessary to implement these
strategies will be available or that the Portfolio will not lose‘money.

We may: purchase and sell options on stock indexes; purchase and sell stock futures contracts and options on those
futures contracts; and purchase and sell exchange<raded fund shares.

The Portfolio may also enter into short sales and short sales against-the-box. No more than 5% of the Portfolio’s
total assets may be used as collateral orsegregated for purposes of securing a short sale obligation.

The Portfolio may also enter into repurchase agreements. The Portfolio may participate with certain other Portfolios of
the Fund in a joint repurchase account under an order obtained from the SEC.

A stock’s inclusion in the $S&P 500 Index in no way implies S&P’s opinion as to the stock’s attractiveness as an
investment. The portfolio is not sponsored, endorsed, sold or promoted by S&P. S&P makes no representations
regarding the advisability of investing in the portfolio. “Standard & Poor’s,” “Standard & Poor’s 500” and “500” are
trademarks of McGraw Hill.

20/20 Focus Portfolio

The investment objective of this Portfolio is long-term growth of capital. This means we seek investments whose
price will increase over several years. While we make every effort to achieve this objective, we can’t guarantee success
and it is possible that you could lose money.
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Value & Growth Approaches To achieve this objective, the Portfolio will invest

Our strategy is to combine the efforts of two outstanding primarily in up to 40 equity securities of U.S. companies
portfolio managers, each with a different investment that are selected by the Portfolio’s two portfolio

style, and to invest in only the favorite stock picks of managers as having strong capital appreciation

each manager. One manager will invest using a value potential. Each portfolio manager will manage his own
approach, which means he will attempt to identify strong portion of the Portfolio’s assets, which will usually
companies selling at a discount from their perceived true include a maximum of 20 securities. Because the
value. The other manager will use a growth approach, Portfolio will be investing in 40 or fewer securities, an
which means he seeks companies that exhibit higher- investment in this Portfolio may be riskier than an
than-average earnings growth. investment in a more widely diversified fund. We intend

to be fully invested, under normal market conditions, but
may accumulate cash and other short-term investments
in such amounts and for such temporary periods of time
as market conditions dictate.

Normally, the Portfolio will invest at least 80% of its total assets in common stocks and equity<elated securities such as
preferred stocks, convertible stocks, and equity interests in partnerships, joint ventures andother noncorporate entities.
We may also invest in warrants and similar rights that can be exercised for equity securities, but will not invest more
than 5% of the Portfolio’s total assets in unattached warrants or rights. The Portfolio mmay-invest up to 20% of its total
assets in cash, obligations issued or guaranteed by the U.S. government, its agencies’/and instrumentalities and
derivatives. Up to 20% of the Portfolio’s total assets may be invested in foreign securities. For these purposes, we do
not consider American Depositary Receipts (ADRs) as foreign securities.

The Portfolio may also invest in Real Estate Investment Trusts (REITS).

Under normal circumstances we may invest up to 25% to the Portfelie’s total assets in high quality money market
instruments. In response to adverse market conditions or whenféestructuring the Portfolio, we may invest up to 100% of
the Portfolio’s assets in money market instruments. Investing{heavily in these securities limits our ability to achieve our
investment objective, but can help to preserve the Portfolig’s assets when the markets are unstable.

We may also use alternative investment strategies *<"including derivatives — to try to improve the Portfolio’s returns,
protect its assets or for short-term cash management.

-We may: purchase and sell options on finanCialindexes that are traded on U.S or foreign securities exchanges or in

the over-the-counter market; purchase and sell futures contracts on stock indexes and foreign currencies and options
on those contracts; and purchase or selbsecurities on a when-issued or delayed delivery basis.

The Portfolio may also enter into_ shert sales. No more than 25% of the Portfolio’s net assets may be used as collateral
or segregated for purposes of .securing a short sale obligation. We may also use up to 25% of the Portfolio’s net assets
for short sales against-the-box.

The Portfolio may alsocenter into repurchase agreements. The Portfolio may participate with certain other Portfolios of
the Fund in a joint repurchase account under an order obtained from the SEC.

Value Portfolio

The investment objective of this Portfolio is to seek capital appreciation. This means we focus on stocks that are
undervalued — those stocks that are trading below their underlying asset value, cash generating ability, and overall
earnings and earnings growth. While we make every effort to achieve our objective, we can’t guarantee success and it
is possible that you could lose money.
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Contrarian Approach

To achieve our value investment strategy, we generally
take a strong contrarian approach to investing. In other
words, we usually buy stocks that are out of favor and
that many other investors are selling, and we attempt to
invest in companies and industries before other
investors recognize their true value. Using these
guidelines, we focus on long-term performance, not
short-term gain.

We will normally invest at least 65% of the Portfolio’s
total assets in equity and equity-related securities. We
buy common stock of companies of every size — small,
medium and large capitalization. When deciding which
stocks to buy, we look at a company’s earnings, balance
sheet and cash flow and then at how these factors
impact the stock’s price and return. We also buy equity-
related securities — like bonds, corporate notes and
preferred stock — that can be converted into a
company’s common stock or other equity security.

Up to 35% of the Portfolio’s total assets may be invested in other debt obligations including non-convertible/preferred
stock. When acquiring these types of securities, we usually invest in obligations rated A or better by Moody’s or S&P.
We may also invest in obligations rated as low as CC by Moody’s or Ca by S&P. These securities are considered
speculative and are sometimes referred to as “junk bonds.” We may also invest in instruments thatare not rated, but
which we believe are of comparable quality to the instruments described above.

Up to 30% of the Portfolio’s total assets may be invested in foreign securities, including,money market instruments,
equity securities and debt obligations. For these purposes, we do not consider American*Depositary Receipts (ADRs)

as foreign securities.

Under normal circumstances, the Portfolio may invest up to 35% of its total assets in high-quality money market
instruments. In response to adverse market conditions or when we are restrGcturing the Portfolio, we may temporarily
invest up to 100% of the Portfolio’s assets in money market instruments,\lnvesting heavily in these securities limits our
ability to achieve our investment objective, but can help to preserve the\Portfolio’s assets when the markets are

unstable.

We may also use alternative investment strategies — including ‘derivatives — to try to improve the Portfolio’s returns,

protect its assets or for short-term cash management.

We may: purchase and sell options on equity secutities; stock indexes and foreign currencies; purchase and sell stock
index and foreign currency futures contracts and options on these futures contracts; enter into forward foreign
currency exchange contracts; and purchasessecurities on a when-issued or delayed delivery basis.

The Portfolio may also enter into short sales‘against-the-box.

The Portfolio may also enter into repurchase agreements. The Portfolio may participate with certain other Portfolios of

the Fund in a joint repurchase account under an order obtained from the SEC.

SP Alliance Technology.Portfolio

The Portfolio emphasizes growth of capital and invests for capital appreciation. Current income is only an
incidental consideration. While we make every effort to achieve our objective, we can’t guarantee success and it is

possible that you.could lose money.

A Techhology Focus
This Portfolio normally invests at least 80% of its assets
in technology.

The Portfolio invests primarily in securities of companies
expected to benefit from technological advances and
improvements (i.e., companies that use technology
extensively in the development of new or improved
products or processes). The Portfolio will normally have
at least 80% of its assets invested in the securities of
these companies.

The Portfolio normally will have substantially all of its assets invested in equity securities, but it also invests in debt
securities offering an opportunity for price appreciation. The Portfolio will invest in listed and unlisted securities, in U.S.
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securities, and up to 25% of its total assets in foreign securities. The Portfolio may seek income by writing listed call

options.

The Portfolio’s policy is to invest in any company and industry and in any type of security with potential for capital
appreciation. It invests in well-known and established companies and in new and unseasoned companies.

The Portfolio also may:

write covered call options on its securities of up to 15% of its total assets and purchase exchange-listed call
and put options, including exchange-traded index put options of up to, for all options, 10% of its total assets;

invest up to 10% of its total assets in warrants;
invest up to 15% of its net assets in illiquid securities; and

make loans of portfolio securities of up to 30% of its total assets.

Because the Portfolio invests primarily in technology companies, factors affecting those types‘eficompanies could have
a significant effect on the Portfolio’s net asset value. In addition, the Portfolio’s investments_in technology stocks,
especially those of small, less-seasoned companies, tend to be more volatile than the«@verall market. The Portfolio’s
investments in debt and foreign securities have credit risk and foreign risk.

In response to adverse market conditions or when restructuring the Portfolio, Alliance may invest up to 100% of the
Portfolio’s assets in money market instruments. Investing heavily in these securities limits the ability to achieve the
investment objective, but can help to preserve the Portfolio’s assets when,the markets are unstable.

The Portfolio is managed by Alliance Capital Management, L.P.

SP Asset Allocation Portfolios

There are four Asset Allocation Portfolios, entitied SP Aggressive Growth Asset Allocation Portfolio, SP Balanced Asset
Allocation Portfolio, SP Conservative Asset Allocation Portfolio, and SP Growth Asset Allocation Portfolio. The
investment objective of each of the Portfolios is to ‘obtain the highest potential total return consistent with the
specified level of risk tolerance. The definition’of risk tolerance level is not a fundamental policy and, therefore, can
be changed by the Board at any time. While‘each Portfolio will try to achieve its objective, we can’t guarantee success
and it is possible that you could lose money. The Asset Allocation Portfolios are designed for:

the investor who wants to«maximize total return potential, but lacks the time, or expertise to do so effectively;

the investor who does pot,want to watch the financial markets in order to make periodic exchanges among
portfolios; and

the investor who*wants to take advantage of the risk management features of an asset allocation program.

The investor choose§ an Asset Allocation Portfolio by determining which risk tolerance level most closely corresponds
to the investor’s jndividual planning needs, objectives and comfort.

Each Asset-Allocation Portfolio invests its assets in shares of other Portfolios according to the target percentages
indicated in‘the Portfolio descriptions below. Periodically, we will rebalance each Asset Allocation Portfolio to bring the
Portfolio’s*holdings in line with those target percentages. The manager expects that the rebalancing will occur on a
monthly basis, although the rebalancing may occur less frequently. In addition, the manager will review the target
percentages annually. Based on its evaluation the target percentages may be adjusted. Such adjustments will be
reflected in the annual update to this prospectus. With respect to each of the four Asset Allocation Portfolios, Prudential
Investments Fund Management LLC reserves the right to alter the percentage allocations indicated below and/or the
other Fund Portfolios in which the Asset Allocation Portfolio invests if market conditions warrant. Although we will make
every effort to meet each Asset Allocation Portfolio’s investment objective, we can’t guarantee success.

Each Asset Allocation Portfolio is managed by Prudential Investments Fund Management LLC.
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SP Aggressive Growth Asset Allocation Portfolio

An Asset Allocation Portfolio Investing Fully in
Equity Portfolios

This Portfolio aggressively seeks capital appreciation by
investing in large cap equity Portfolios, international
Portfolios, and small/mid-cap equity Portfolios.

The SP Aggressive Growth Asset Allocation Portfolio is
composed of shares of the following Fund Portfolios:

* alarge capitalization equity component
(approximately 40% of the Portfolio, invested in
shares of the SP Davis Value Portfolio (20% of
Portfolio), the SP Alliance Large Cap Growth
Portfolio (10% of Portfolio), and the Prudential
Jennison Portfolio (10% of Portfolio)), and

* aninternational component (approXimately 35%
of the Portfolio, invested in shares of the SP
Jennison International Growth Portfolio (17.5%
of Portfolio) and the SP;Deutsche International
Equity Portfolio (17.5%-of Portfolio)); and

* asmall/mid capitalization equity component
(approximately'25% of the Portfolio, invested in
shares of the'SP Small/Mid-Cap Value Portfolio
(12.5% of\Portfolio) and the SP Prudential U.S.
Emerging Growth Portfolio (12.5% of Portfolio)).

For more information on the following Portfolios, see the pages indicated: Prudential Jennison Portfolio (p. 60), SP
Jennison International Growth Portfolio (p. 62), SP Small/Mid-Cap Value Portfolio (p. 63), SP Prudential U.S. Emerging

Growth Portfolio (p. 64).

SP Balanced Asset Allocation Portfolio

A Balance Between Current Income And Capital
Appreciation

This Portfolio seeks to balance current incomesand
growth of capital by investing in fixed income Rortfolios,
large cap equity Portfolios, small/mid-capequity
Portfolios, and international equity Porifolios.
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The SP Balanced Asset Allocation Portfolio is composed
of shares of the following Portfolios:

* afixed income component (approximately 40%
of the Portfolio, invested in shares of the SP
PIMCO Total Return Portfolio (25% of Portfolio)
and the SP PIMCO High Yield Portfolio (15% of
Portfolio)); and

* alarge capitalization equity component
(approximately 35% of the Portfolio, invested in
shares of the SP Davis Value Portfolio (17.5%
of Portfolio), the SP Alliance Large Cap Growth
Portfolio (8.75% of Portfolio, and the Prudential
Jennison Portfolio (8.75% of Portfolio)); and

* asmall/mid capitalization equity component
(approximately 15% of the Portfolio, invested in
shares of the SP Small/Mid-Cap Value Portfolio
(7.5% of Portfolio) and the SP Prudential U.S.
Emerging Growth Portfolio (7.5% of Portfolio));
and

* aninternational component (approximately 10%
of the Portfolio, invested in shares of the SP
Jennison International Growth Portfolio (5% of
Portfolio) and the SP Deutsche International
Equity Portfolio (5% of Portfolio)).
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For more information on the following Portfolios, see the pages indicated: SP PIMCO Total Return Portfolio (p. 64),
Prudential Jennison Portfolio (p. 60), SP Small/Mid-Cap Value Portfolio (p. 63), SP Prudential U.S. Emerging Growth
Portfolio (p. 64), SP Jennison International Growth Portfolio (p. 62).

SP Conservative Asset Allocation Portfolio

An Asset Allocation Portfolio Investing Primarily In

Fixed Income Funds

This Portfolio is invested in fixed income, large cap

equity, and small/mid-cap equity Portfolios.

The SP Conservative Asset Allocation Portfolio is
composed of shares of the following Portfolios:

a fixed income component (approximately 60%
of the Portfolio, invested in shares of. the SP
PIMCO Total Return Portfolio (40% of Portfolio)
and the SP PIMCO High Yield, Portfolio (20% of
Portfolio)); and

a large capitalization\equity component
(approximately 30% of the Portfolio, invested in
shares of the SP Davis Value Portfolio (15% of
Portfolio), the;SP' Alliance Large Cap Growth
Portfolio (7.6% of Portfolio), and the Prudential
JennisofyRortfolio (7.5% of Portfolio)); and

a small/mid capitalization equity component
(approximately 10% of the Portfolio, invested in
shafres of the SP Small/Mid-Cap Value Portfolio
(5% of Portfolio) and the SP Prudential U.S.
Emerging Growth Portfolio (5% of Portfolio)).

For more information on the following Portfolios, see the pages indicated: SP PIMCO Total Return Portfolio (p. 64),
Prudential Jennison Portfolio (p. 60), SP Small/Mid-Cap Valie Portfolio (p. 63), SP Prudential U.S. Emerging Growth

Portfolio (p. 64).
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SP Growth Asset Allocation Portfolio

An Asset Allocation Portfolio Investing The Growth Asset Allocation Portfolio is composed of
Primarily In Equity Portfolios shares of the following Portfolios:
This Portfolio seeks to provide long-term growth of

capital with consideration also given to current income. *  alarge capitalization equity component

(approximately 45% of the Portfolio, invested in
shares of the SP Davis Value Portfolio (22.5%
of Portfolio), the SP Alliance Large Cap Growth
Portfolio (11.25% of Portfolio), and.the
Prudential Jennison Portfolio (11.25% of
Portfolio)); and

* afixed income component(approximately 20%
of the Portfolio, invested in,shares of the SP
PIMCO High Yield Roftfolio (10% of Portfolio)
and the SP PIMCO Total Return Portfolio (10%
of Portfolio)); and

* aninternationhal’component (approximately 20%
of the Portfalio, invested in shares of the SP
Jennison(International Growth Portfolio (10% of
Portfolio) and the SP Deutsche International
Equity Portfolio (10% of Portfolio)); and
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»_.\asmall/mid-capitalization equity component
(approximately 15% of the Portfolio, invested in
shares of the SP Small/Mid-Cap Value Portfolio
(7.5% of Portfolio) and the SP Prudential U.S.
Emerging Growth Portfolio (7.5% of Portfolio)).

For more information on the following Portfolios, seexthe pages indicated: Prudential Jennison Portfolio (p. 60), SP
PIMCO Total Return Portfolio (p. 64), SP Jennisondnternational Growth Portfolio (p. 62), SP Small/Mid-Cap Value
Portfolio (p. 63), SP Prudential U.S. Emerging Growth Portfolio (p. 64). -

SP INVESCO Small Company Growth’ Portfolio

The Portfolio seeks long-term capital growth. Most holdings are in small-capitalization companies. While we make
every effort to achieve our objective, we can’t guarantee success and it is possible that you could lose money.

A Small Cap Stock Portfoelio INVESCO is primarily looking for companies in the

The Portfolio generally invests primarily in the stocks of accelerated developing stages of their life cycles, which
small companies with market capitalizations under $2 are currently priced below INVESCOQO’s estimation of their
billion at the time ‘of purchase. The Portfolio may also potential, have earnings which may be expected to grow
invest in the.stocks of companies with market faster than the U.S. economy in general, and/or offer
capitalizations in excess of $2 billion. earnings growth of sales, new products, management

changes, or structural changes in the economy. The
Portfolio may invest up to 25% of its assets in securities
of non-U.S. issuers. Securities of Canadian issuers and
ADRs are not subject to this 25% limitation.

Most holdings are in small-capitalization companies — those with market capitalizations under $2 billion at the time of
purchase. Although not a principal investment, the Portfolio may use derivatives. A derivative is a financial instrument
whose value is “derived,” in some manner, from the price of another security, index, asset or rate. Derivatives include
options and futures contracts, among a wide range of other instruments.
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Although not a principal investment, the Portfolio may invest in options and futures contracts. Options and futures
contracts are common types of derivatives that the Portfolio may occasionally use to hedge its investments. An option
is the right to buy or sell a security or other instrument, index or commaodity at a specific price on or before a specific
date. A futures contract is an agreement to buy or sell a security or other instrument, index or commodity at a specific
price on a specific date.

Although not a principal investment, the Portfolio may invest in repurchase agreements. In addition, the Portfolio may
invest in debt securities, ADRs, convertible securities, junk bonds, warrants, options (on stock, debt, stock indices,
currencies, and futures), forward foreign currency exchange contracts, interest rate swaps, when-issued and
delayed delivery securities, short sales against-the-box, U.S. government securities, Brady Bonds, and illiquid
securities. The Portfolio may lend its portfolio securities. In response to adverse market conditions or when
restructuring the Portfolio, INVESCO may invest up to 100% of the Portfolio’s assets in money market instruments.
Investing heavily in these securities limits the ability to achieve the investment objective, but can help,to“preserve the
Portfolio’s assets when the markets are unstable.

The Portfolio is managed by INVESCO Funds Group, Inc.

SP Jennison International Growth Portfolio

The investment objective of the Portfolio is to seek long-term growth of capital.“Fhe Portfolio seeks to achieve its
objective through investment in equity-related securities of foreign companies, While we make every effort to achieve
our objective, we can’t guarantee success and it is possible that you could Jose money.

A Foreign Stock Growth Portfolio This meanszthe Portfolio seeks investments — primarily
The Portfolio seeks long-term growth by investing in the the.common stock of foreign companies — that will
common stock of foreign companies. The Portfolio increase in value over a period of years. A company is
generally invests in about 60 securities of issuers cansidered to be a foreign company if it satisfies at least
located in at least five different foreign countries. one of the following criteria: its securities are traded

principally on stock exchanges in one or more foreign
countries; it derives 50% or more of its total revenue
from goods produced, sales made or services performed
in one or more foreign countries; it maintains 50% or
more of its assets in one or more foreign countries; it is
organized under the laws of a foreign country; or its
principal executive office is located in a foreign country.

The Portfolio invests in about 60 securities of primarily non-U.S. growth companies whose shares appear attractively
valued on a relative and absolute‘basis. The Portfolio looks for companies that have above-average actual and
potential earnings growth overthe'long term and strong financial and operational characteristics. The Portfolio selects
stocks on the basis of individual company research. Thus, country, currency and industry weightings are primarily the
result of individual stock §elections. Although the Portfolio may invest in companies of all sizes, the Portfolio typically
focuses on large and.medium sized companies. Under normal conditions, the Portfolio intends to invest at least 65% of
its total assets in the'equity-related securities of foreign companies in at least five foreign countries. The Portfolio may
invest anywhere«in‘the world, including North America, Western Europe, the United Kingdom and the Pacific Basin, but
generally notthe*U.S.

The principal type of equity-related security in which the Portfolio invests is common stock. In addition to common
stock, the Portfolio may invest in other equity-related securities that include, but are not limited to, preferred stock,
rights that can be exercised to obtain stock, warrants and debt securities or preferred stock convertible or
exchangeable for common or preferred stock and master limited partnerships. The Portfolio may also invest in ADRs,
which we consider to be equity-related securities.

In deciding which stocks to purchase for the Portfolio, Jennison looks for growth companies that have both strong
fundamentals and appear to be attractively valued relative to their growth potential. Jennison uses a bottom-up
approach in selecting securities for the Portfolio, which means that they select stocks based on individual company
research, rather than allocating by country or sector. In researching which stocks to buy, Jennison looks at a
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company’s basic financial and operational characteristics as well as compare the company’s stock price to the price of
stocks of other companies that are its competitors, absolute historic valuation levels for that company’s stock, its
earnings growth and the price of existing portfolio holdings. Another important part of Jennison’s research process is to
have regular contact with management of the companies that they purchase in order to confirm earnings expectations
and to assess management’s ability to meet its stated goals. Although the Portfolio may invest in companies of all
sizes, it typically focuses on large and medium sized companies.

Generally, Jennison looks for companies that have one or more of the following characteristics: actual and potential
growth in earnings and cash flow; actual and improving profitability; strong balance sheets; management strength; and
strong market share for the company’s products.

In addition, Jennison looks for companies whose securities appear to be attractively valued relative to: each’'company’s
peer group; absolute historic valuations; and existing holdings of the Portfolio. Generally, they consider selling a
security when there is an identifiable change in a company’s fundamentals or when expectations,of future earnings
growth become fully reflected in the price of that security.

The Portfolios may invest in bonds, money market instruments and other fixed income obligations. Generally, the
Portfolio will purchase only “Investment-Grade” fixed income investments. This meansi\the'obligations have received
one of the four highest quality ratings determined by Moody’s Investors Service, Inc. (Moody’s), or Standard & Poor’s
Ratings Group (S&P), or one of the other nationally recognized statistical rating organizations (NRSROs). Obligations
rated in the fourth category (Baa for Moody’s or BBB for S&P) have speculative/Characteristics and are subject to a
greater risk of loss of principal and interest. On occasion, the Portfolio may bdy instruments that are not rated, but that
are of comparable quality to the investment-grade bonds described above.

S$3SN.LO3dSOUd ;,SNOILJO LNIWLSIANI ITaVRIVA ‘ 111 LIdvd

In response to adverse market, economic or political conditions, the portfolio may temporarily invest up to 100% of its
assets in money market instruments or in the stock and other equity*related securities of U.S. companies. Investing
heavily in money market instruments limits the ability to achieve Capital appreciation, but may help to preserve the
portfolio’s assets when global or international markets are unstable. When the portfolio is temporarily invested in equity-
related securities of U.S. companies, the portfolio may achieve capital appreciation, although not through investment in
foreign companies.

We may also use alternative investment strategies ~+ including derivatives — to try to improve the Portfolio’s returns,
protect its assets or for short-term cash management.

We may: purchase and sell options on equity securities, stock indexes and foreign currencies; purchase and sell
futures contracts on stock indexes, debt-securities, interest rate indexes and foreign currencies and options on these
futures contracts; enter into forward foreign currency exchange contracts; purchase securities on a when-issued
or delayed delivery basis; and baorrow up to 33 3% of the value of the Portfolio’s total assets.

The Portfolio may also enterinto short sales against-the-box.

The Portfolio may alsocenter into repurchase agreements. The Portfolio may participate with certain other Portfolios of
the Fund in a joint repurchase account under an order obtained from the SEC.

This Portfolio is managed by Jennison Associates LLC.
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SP Large Cap Value Portfolio

The investment objective of the SP Large Cap Value Portfolio is long term growth of capital. The Portfolio is managed
by Fidelity Management & Research Company (FMR). FMR normally invests at least 65% of the Portfolio’s total assets
in common stocks of companies with large market capitalizations. While we make every effort to achieve our objective,
we can’t guarntee success and it is possible that you could lose money.
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A Large-Cap Value Portfolio FMR defines large market capitalization companies as
The Portfolio normally invests at least 65% of its assets companies with market capitalizations equaling or

in stocks of companies with large market capitalizations. exceeding $1 billion at the time of the Portfolio’s

The Portfolio primarily invests in “value” stocks. investment. Companies whose capitalizations.no longer

meet this definition after purchase continue to be
considered to have large market capitalizations for
purposes of the 65% policy.

FMR focuses on securities of companies that it believes are undervalued in the marketplace.in relation to factors such
as the company’s assets, earnings, or growth potential. The stocks of these companies areoften called “value” stocks.

FMR may invest the Portfolio’s assets in securities of foreign issuers in addition to securities of domestic issuers.

In buying and selling securities for the Portfolio, FMR relies on fundamental analysis of each issuer and its potential for
success in light of its current financial condition, its industry position, and egonomic and market factors. Factors
considered include growth potential, earnings estimates, and management, These securities are then analyzed using
statistical models to further evaluate growth potential, valuation, liquidity‘and investment risk.
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The Portfolio primarily invests in equity securities which represent an ownership interest, or the right to acquire an
ownership interest, in an issuer. Different types of equity securities provide different voting and dividend rights and
priority in the event of the bankruptcy of the issuer. Equity securities include common stocks, preferred stocks,
convertible securities, and warrants.

FMR may use various techniques, such as buying@and selling futures contracts, to increase or decrease the
Portfolio’s exposure to changing security prices.or other factors that affect security values. If FMR’s strategies do not
-work as intended, the Portfolio may not achievelits objective.

Many factors affect the Portfolio’s performance. The Portfolio’s share price changes daily based on changes in market
conditions and interest rates and in response to other economic, political or financial developments. The Portfolio’s
reaction to these developments wilkbe affected by the types of the securities in which the Portfolio invests, the financial
condition, industry and economiC sector, and geographic location of an issuer, and the Portfolio’s level of investment in
the securities of that issuer. When you sell units corresponding to shares of the Portfolio, they could be worth more or
less than what you paid for'them.

In addition to company,risk, derivatives risk, foreign investment risk, leveraging risk, liquidity risk, management risk,
and market risk, thie'following factor can significantly affect the Portfolio’s performance:

“Value” stocks can react differently to issuer, political, market and economic developments than the market as a whole
and other types of stocks. “Value” stocks tend to be inexpensive relative to their earnings or assets compared to other
types ofistocks. However, “value” stocks can continue to be inexpensive for long periods of time and may not ever
realize their full value.

In response to market, economic, political or other conditions, FMR may temporarily use a different investment strategy

for defensive purposes. If FMR does so, different factors could affect the Portfolio’s performance and the Portfolio may
not achieve its investment objective.
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SP MFS Capital Opportunities Portfolio

The Portfolio invests, under normal market conditions, at least 65% of its total assets in common stocks and related
securities, such as preferred stocks, convertible securities and depositary receipts for those securities. While we make
every effort to achieve our objective, we can’t guarantee success and it is possible that you could lose money.

Capital Opportunities In Both U.S. and Foreign The portfolio focuses on companies which

Stocks Massachusetts Financial Services Company (MFS)
The Portfolio invests primarily in stocks, convertible believes have favorable growth prospects and attractive
securities, and depositary receipts of companies in both valuations based on current and expected earnings or
the United States and in foreign countries. cash flow. The Portfolio’s investments maysinclude

securities listed on a securities exchange.ortraded in the
over-the-counter markets.

MFS uses a bottom-up, as opposed to a top-down, investment style in managing the Portfolio, - This means that
securities are selected based upon fundamental analysis (such as an analysis of earnings, cask’flows, competitive
position and management’s abilities) performed by the portfolio manager and MFS’ large.group of equity research
analysts. The Portfolio may invest in foreign securities (including emerging market secuxities), through which it may
have exposure to foreign currencies. The Portfolio may engage in active and frequentirading to achieve its principal
investment strategies. Generally, the Portfolio will invest no more than (i) 35% of its\nét assets in foreign securities and
(i) 15% in lower rated bonds, and the Portfolio will not lend more than 30% of the value of its securities.

The Portfolio can invest in a wide variety of debt and equity securities, including corporate debt, lower-rated bonds,
U.S. Government securities, variable and floating rate obligations, zerg=coupon bonds, deferred interest bonds, PIK
bonds, Brady Bonds, depositary receipts, forward contracts, futurescontracts, investment company securities,
options (on currencies, futures, securities and stock indices), repurchase agreements, mortgage dollar rolls,
restricted securities, short sales against-the-box, warrants, and when-issued and delayed delivery securities. The
Portfolio may lend its securities.
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The Portfolio also may assume a temporary defensive-position. In response to adverse market conditions or when

restructuring the Portfolio, MFS may invest up to 100%. of the Portfolio’s assets in money market instruments. Investing

heavily in these securities limits the ability to achieve’the investment objective, but can help to preserve the Portfolio’s

assets when the markets are unstable. -

The Portfolio is managed by Massachusetts Financial Services Company (MFS).

SP MFS Mid-Cap Growth Portfolio

The Portfolio’s investment objective is long-term growth of capital. While we make every effort to achieve our
objective, we can’t guarantee success and it is possible you could lose money.

A Mid-Cap Growth Stock Portfolio The Portfolio invests, under normal market conditions, at
The Portfolio invests’primarily in companies with market least 65% of its total assets in common stocks and
capitalizations-egqualing or exceeding $250 million but related securities, such as preferred stocks, convertible
not exceeding'the top of the Russell Midcap™ Growth securities and depository receipts for those securities, of
Index rangeat the time of purchase. companies with medium market capitalization which

Massachusetts Financial Services Company (MFS)
believes have above-average growth potential.

Medium market capitalization companies are defined by the Portfolio as companies with market capitalizations equaling
or exceeding $250 million but not exceeding the top of the Russell Midcap™ Growth Index range at the time of the
Portfolio’s investment. This Index is a widely recognized, unmanaged index of mid-cap common stock prices.
Companies whose market capitalizations fall below $250 million or exceed the top of the Russell Midcap™ Growth
Index range after purchase continue to be considered medium-capitalization companies for purposes of the fund’s 65%
investment policy. As of December 29, 2000, the top of the Russell Midcap™ Growth Index range was approximately
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$22 billion. The Portfolio’s investments may include securities listed on a securities exchange or traded in the over-the-
counter markets. MFS uses a bottom-up, as opposed to a top-down, investment style in managing the Portfolio. This
means that securities are selected based upon fundamental analysis (such as an analysis of earnings, cash flows,
competitive position and management’s abilities) performed by the portfolio manager and MFS’s large group of equity
research analysts.

The Portfolio is a non-diversified mutual fund portfolio. This means that the Portfolio may invest a relatively high
percentage of its assets in a small number of issuers. As a result, the Portfolio’s performance may be tied more closely
to the success or failure of a smaller group of Portfolio holdings. The Portfolio may invest in foreign securities (including
emerging markets securities) through which it may have exposure to foreign currencies. The Portfolio is expectedsto
engage in active and frequent trading to achieve its principal investment strategies. Generally, the Portfoliowillihvest no
more than (i) 20% of its net assets in foreign securities and (ii) 10% in lower rated bonds, and the Portfolio.will not lend
more than 30% of the value of its securities. The Portfolio may invest in a variety of debt securities, equity-Securities, and
other instruments, including corporate debt, lower-rated bonds, U.S. government securities, variable and floating rate
obligations, zero coupon bonds, deferred interest bonds, PIK bonds, depository receipts, emerging'markets equity
securities, forward contracts, futures contracts, investment company securities, options (on,cdrrencies, futures,
securities, and stock indices), repurchase agreements, restricted securities, short sales, short sales against-the-box,
short-term debt, warrants, and when-issued and delayed delivery securities. The Portfelio may borrow for temporary
purposes, and lend its portfolio securities.

In response to adverse market conditions or when restructuring the Portfolio, MES*may invest up to 100% of the
Portfolio’s assets in money market instruments. Investing heavily in the securities limits the ability to achieve the
investment objective, but can help to preserve the Portfolio’s assets whepnmarkets are unstable.
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The Portfolio is managed by Massachusetts Financial Services Company (MFS).

SP PIMCO Total Return Portfolio

The Portfolio invests primarily in investment grade debt securities. It may also invest up to 10% of its assets in high
yield securities (also known as “junk bonds”) rated'B’or higher by Moody’s or S&P or, if unrated, determined by PIMCO

-to be of comparable quality.

An Investment Grade Bond Portfolio The Portfolio may invest up to 20% of its assets in
The Portfolio invests primarily in investmént grade debt securities denominated in foreign currencies, and may
securities, including foreign debt securities, but may invest beyond this limit in U.S. dollar-denominated
invest some of its assets in high'yield bonds. securities of foreign issuers. The Portfolio will normally

hedge at least 75% of its exposure to foreign currency to
reduce the risk of loss due to fluctuations in currency
exchange rates.

The Portfolio mayfinvest all of its assets in derivative instruments, such as options, futures contracts or swap
agreements, orfinvmortgage- or asset-backed securities. The Portfolio may lend its portfolio securities to brokers,
dealers and.other financial institutions to earn income. The Portfolio may seek to obtain market exposure to the
securities in.which it primarily invests by entering into a series of purchase and sale contracts or by using other
investment techniques (such as buy backs or dollar rolls). The “total return” sought by the Portfolio consists of income
earned on the Portfolio’s investments, plus capital appreciation, if any, which generally arises from decreases in
interest rates or improving credit fundamentals for a particular sector or security.

In selecting securities for a Portfolio, PIMCO develops an outlook for interest rates, currency exchange rates and the
economy; analyzes credit and call risks, and uses other security selection techniques. The proportion of a Portfolio’s
assets committed to investment in securities with particular characteristics (such as quality, sector, interest rate or
maturity) varies based on PIMCO’s outlook for the U.S. economy and the economies of other countries in the world, the
financial markets and other factors.
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PIMCO attempts to identify areas of the bond market that are undervalued relative to the rest of the market. PIMCO
identifies these areas by grouping bonds into the following sectors: money markets, governments, corporates,
mortgages, asset-backed and international. Sophisticated proprietary software then assists in evaluating sectors and
pricing specific securities. Once investment opportunities are identified, PIMCO will shift assets among sectors
depending upon changes in relative valuations and credit spreads. There is no guarantee that PIMCO’s security
selection techniques will produce the desired results. While we make every effort to achieve our objective, we can’t
guarantee success and it is possible that you could lose money.

The Portfolio may invest in Brady Bonds, which are securities created through the exchange of existing commercial
bank loans to sovereign entities for new obligations in connection with a debt restructuring. Investments in Brady, Bonds
may be viewed as speculative. Brady Bonds acquired by the Portfolio may be subject to restructuring arrangéments or
to requests for new credit, which may cause the Portfolio to suffer a loss of interest or principal on any of its’holdings.

The Portfolio may invest in inflation-indexed bonds, which are fixed income securities whose principal‘value is
periodically adjusted according to the rate of inflation. If the index measuring inflation falls, the principal value of
inflation-indexed bonds will be adjusted downward, and consequently the interest payable on these securities
(calculated with respect to a smaller principal amount) will be reduced. Repayment of the ‘ofiginal bond principal upon
maturity (as adjusted for inflation) is guaranteed in the case of U.S. Treasury inflation-indexed bonds. For bonds that do
not provide a similar guarantee, the adjusted principal value of the bond repaid at maturity may be less than the original
principal. The value of inflation-indexed bonds is expected to change in response {6, ¢hanges in real interest rates. Real
interest rates are tied to the relationship between nominal interest rates and thesfate of inflation. If nominal interest
rates increase at a faster rate than inflation, real interest rates may rise, leading t0 a decrease in value of inflation-
indexed bonds. Short-term increases in inflation may lead to a decline in valde: Any increase in the principal amount of
an inflation-indexed bond will be considered taxable ordinary income, evenithough investors do not receive their
principal until maturity.

The Portfolio may invest in convertible debt and convertible preferred stock.
The Portfolio may invest in mortgage-related securities or.other asset-backed securities.

The Portfolio may also enter into, or acquire participations in, delayed funding loans and revolving credit facilities, in
which a lender agrees to make loans up to a maximum amount upon demand by the borrower during a specified term.
These commitments may have the effect of requiring a Portfolio to increase its investment in a company at a time when
it might not otherwise decide to do so (including-at a time when the company’s financial condition makes it unlikely that
such amounts will be repaid). To the extent that a Portfolio is committed to advance additional Portfolios, it will
segregate assets determined to be liquid'by PIMCO in accordance with procedures established by the Board of
Directors in an amount sufficient tosmeet such commitments. Delayed loans and revolving credit facilities are subject to
credit, interest rate and liquidity risk'and the risks of being a lender.

For the purpose of achievingsincome, each Portfolio may lend its portfolio securities to brokers, dealers, and other
financial institutions provided“a number of conditions are satisfied, including that the loan is fully collateralized.

The Portfolio may make short sales as part of its overall portfolio management strategies or to offset a potential
decline in value of @’security.

The Portfolioymay purchase securities which it is eligible to purchase on a when-issued or delayed delivery basis,
and may make contracts to purchase such securities for a fixed price at a future date beyond normal settlement time
(forward‘commitments).

The Portfolio may enter into repurchase agreements.

The Portfolio may enter into reverse repurchase agreements and dollar rolls.

The Portfolio may invest in “event-linked bonds,” which are fixed income securities for which the return of principal and
payment of interest is contingent on the non-occurrence of a specific “trigger” event, such as a hurricane, earthquake,

or other physical or weather-related phenomenon. If a trigger event occurs, a Portfolio may lose a portion or all of its
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principal invested in the bond. Event-linked bonds often provide for an extension of maturity to process and audit loss
claims where a trigger event has, or possibly has, occurred. An extension of maturity may increase volatility. Event-
linked bonds may also expose the Portfolio to certain unanticipated risks including credit risk, adverse regulatory or
jurisdictional interpretations, and adverse tax consequences. Event-linked bonds may also be subject to liquidity risk.

The Portfolio may invest up to 15% of its net assets in illiquid securities.

The Portfolio may invest up to 10% of its assets in securities of other investment companies, such as closed-end
management investment companies, or in pooled accounts or other investment vehicles which invest in foreign
markets. As a shareholder of an investment company, the Portfolio may indirectly bear service and other fees-which
are in addition to the fees the Portfolio pays its service providers.

For temporary or defensive purposes, the Portfolio may invest without limit in U.S. debt securities, including taxable
securities and short-term money market securities, when PIMCO deems it appropriate to do so. Whenthe Portfolio
engages in such strategies, it may not achieve its investment objective.

The Portfolio is managed by Pacific Investment Management Company (PIMCO).

SP Prudential U.S. Emerging Growth Portfolio

The Portfolio’s investment objective is long-term capital appreciation. ThiS’means the Portfolio seeks investments
whose price will increase over several years. While we make every effort 1o, achieve its objective, we can’t guarantee
success and it is possible that you could lose money.

A Small/Medium-Sized Stock Portfolio In-deciding which equities to buy, the Portfolio uses what
The Portfolio invests primarily in the stocks and medium- is"Known as a growth investment style. This means the
sized companies with the potential for above-average Portfolio invests in companies that it believes could
growth. experience superior sales or earnings growth. In

pursuing this objective, the Portfolio normally invests at
least 65% of the Portfolio’s total assets in equity
securities of small and medium-sized U.S. companies
with the potential for above-average growth.

The Portfolio considers small and medium-sized companies to be those with market capitalizations that are less than
the largest capitalization of the Standard’and Poor’'s Mid-Cap 400 Stock Index as of the end of a calendar quarter. As
of December 29, 2000, this numberwas $13 billion. We use the market capitalization measurements used by S&P at
time of purchase.

In addition to buying equitiesy'the Portfolio may invest in other equity-related securities. Equity-related securities include
American Depository Receipts (ADRs); common stocks; nonconvertible preferred stocks; warrants and rights that can
be exercised to obtain stock; investments in various types of business ventures, including partnerships and joint
ventures; real estate investment trusts (REITs); and similar securities.

The Portfoliealso may buy convertible debt securities and convertible preferred stock. These are securities that the
Portfolig can-convert into the company’s common stock or some other equity security. The Portfolio will only invest in
investment-grade convertible securities. Generally, the Portfolio considers selling a security when, in the opinion of the
investment adviser, the stock has experienced a fundamental disappointment in earnings; it has reached an
intermediate-term price objective and its outlook no longer seems sufficiently promising; a relatively more attractive
stock emerges; or the stock has experienced adverse price movements.

The Portfolio can invest up to 35% of total assets in equity securities of companies with larger or smaller market
capitalizations than previously noted. The Portfolio may patrticipate in the initial public offering (IPO) market. IPO
investments may increase the Portfolio’s total returns. As the Portfolio’s assets grow, the impact of IPO investments will
decline, which may reduce the Portfolio’s total returns.
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The Portfolio can invest up to 35% of total assets in foreign securities, including stocks and other equity-related
securities, money market instruments and other investment-grade fixed-income securities of foreign issuers, including
those in developing countries. For purposes of the 35% limit, the Portfolio does not consider ADRs and other similar
receipts or shares to be foreign securities.

Fixed-income obligations include bonds and notes. The Portfolio can invest up to 35% of total assets in investment-
grade corporate or government obligations. Investment-grade obligations are rated in one of the top four long-term
quality ratings by a major rating service (such as Baa/BBB or better by Moody’s Investors Service, Inc. or Standard &
Poor’s Ratings Group, respectively). The Portfolio also may invest in obligations that are not rated, but which it believes
to be of comparable quality. Obligations rated in the fourth category (Baa/BBB) have speculative characteristics. These
lower-rated obligations are subject to a greater risk of loss of principal and interest. Generally, fixed-incomé.securities
provide a fixed rate of return, but provide less opportunity for capital appreciation than investing in stocksf The Portfolio
will purchase money market instruments only in one of the two highest short-term quality ratings of a major rating
service.

In response to adverse market, economic or political conditions, the Portfolio may temporarily jnvest up to 100% of the
Portfolio’s assets in cash or money market instruments. Investing heavily in these securities lithits the Portfolio’s ability
to achieve capital appreciation, but can help to preserve its assets when the equity markets.are unstable.

The Portfolio may also use repurchase agreements.

The Portfolio may enter into foreign currency forward contracts to protect the valUe of its portfolio against future
changes in the level of currency exchange rates. The Portfolio may enter into{such contracts on a spot, that is, cash,
basis at the rate then prevailing in the currency exchange market or on a forward basis, by entering into a forward
contract to purchase or sell currency.

The Portfolio may use various derivative strategies to try to improve.its returns or protect its assets. The Portfolio
cannot guarantee that these strategies will work, that the instruments necessary to implement these strategies will be
available or that the Portfolio will not lose money.

The Portfolio may invest in securities issued by agencies\ofthe U.S. Government or instrumentalities of the U.S.
Government. These obligations, including those whichrare guaranteed by Federal agencies or instrumentalities, may or
may not be backed by the full faith and credit of the-United States. Obligations of the Government National Mortgage
Association (GNMA), the Farmers Home Administration and the Small Business Administration are backed by the full
faith and credit of the United States. In the case’of securities not backed by the full faith and credit of the United States,
the Portfolio must look principally to the agency issuing or guaranteeing the obligation for ultimate repayment and may
not be able to assert a claim against the United States if the agency or instrumentality does not meet its commitments.
Securities in which the Portfolio may invest which are not backed by the full faith and credit of the United States include
obligations such as those issued by the Federal Home Loan Bank, the Federal Home Loan Mortgage Corporation
(FHLMC), the Federal National Mortgage Association, the Student Loan Marketing Association, Resolution Funding
Corporation and the Tennessée,Valley Authority, each of which has the right to borrow from the U.S. Treasury to meet
its obligations, and obligations of the Farm Credit System, the obligations of which may be satisfied only by the
individual credit of the issuing agency. FHLMC investments may include collateralized mortgage obligations.

The Portfolio may jnvest in mortgage-backed securities, including those which represent undivided ownership interests
in pools of mortgages. The U.S. Government or the issuing agency or instrumentality guarantees the payment of
interest on andwprincipal of these securities. However, the guarantees do not extend to the yield or value of the
securities nordo the guarantees extend to the yield or value of the Portfolio’s shares. These securities are in most
cases “pass-through” instruments, through which the holders receive a share of all interest and principal payments from
the mortgages underlying the securities, net of certain fees.

The Portfolio may purchase and write (that is, sell) put and call options on securities, stock indexes and currencies that
are traded on U.S. or foreign securities exchanges or in the over-the-counter market to seek to enhance return or to
protect against adverse price fluctuations in securities in the Portfolio’s portfolio. These options will be on equity
securities, financial indexes (for example, S&P 500 Composite Stock Price Index) and foreign currencies. The Portfolio
may write put and call options to generate additional income through the receipt of premiums, purchase put options in
an effort to protect the value of securities (or currencies) that it owns against a decline in market value and purchase
call options in an effort to protect against an increase in the price of securities (or currencies) it intends to purchase.
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The Portfolio may purchase and sell financial futures contracts and options thereon which are traded on a
commodities exchange or board of trade to reduce certain risks of its investments and to attempt to enhance return in
accordance with regulations of the Commodity Futures Trading Commission (CFTC).

The Portfolio also follows certain policies when it borrows money (the Portfolio can borrow up to 20% of the value of its
total assets); lends its securities to others (the Portfolio can lend up to 33%3% of the value of its total assets, including
collateral received in the transaction); and holds illiquid securities (the Portfolio may hold up to 15% of its net assets in
illiquid securities, including securities with legal or contractual restrictions on resale, those without a readily available
market and repurchase agreements with maturities longer than seven days).

Portfolio Turnover

As a result of the strategies described above, the Portfolio may have an annual portfolio turnover rate ofUp to 200%.
Portfolio turnover is generally the percentage found by dividing the lesser of portfolio purchases or sales by the monthly
average value of the portfolio. High portfolio turnover (100% or more) results in higher brokerage’commissions and
other transaction costs and can affect the Portfolio’s performance.

The Portfolio is managed by Jennison Associates LLC.

SP Small/Mid-Cap Value Portfolio

The investment objective of the SP Small/Mid-Cap Value Portfolio is long term.growth of capital. The Portfolio is
managed by Fidelity Management & Research Company (FMR). FMR netmally invests at least 65% of the Portfolio’s
total assets in common stocks of companies with small to medium marketcapitalizations.

A Small/Mid-Cap Value Portfolio Smallto medium market capitalization companies are
The Portfolio normally invests at least 65% of its total those companies with market capitalizations similar to
assets in companies with small to medium market the market capitalization of companies in the Russell
capitalizations. The Portfolio primarily invests in “value” 2000 or the Russell MidCap at the time of the Portfolio’s
stocks. investment. Companies whose capitalization no longer

meets this definition after purchase continue to be
considered to have a small to medium market
capitalization for purposes of the 65% policy. The size of
companies in the Russell 2000 and Russell MidCap
changes with market conditions and the composition of
the index.

FMR focuses on securities of compahies that it believes are undervalued in the marketplace in relation to factors such
as the company’s assets, earnings, or growth potential. The stocks of these companies are often called “value” stocks.

FMR may invest the Portfolio’s assets in securities of foreign issuers in addition to securities of domestic issuers.

In buying and selling‘securities for the Portfolio, FMR relies on fundamental analysis of each issuer and its potential for
success in light of its current financial condition, its industry position, and economic and market factors. Factors
considered include growth potential, earnings estimates and management. These securities are then analyzed using
statistical models to further evaluate growth potential, valuation, liquidity and investment risk.

The Portfolio invests primarily in equity securities, which represent an ownership interest, or the right to acquire an
ownership interest, in an issuer. Different types of equity securities provide different voting and dividend rights and
priority in the event of the bankruptcy of the issuer. Equity securities include common stocks, preferred stocks,
convertible securities, and warrants.

FMR may use various techniques, such as buying and selling futures contracts, to increase or decrease the Portfolio’s
exposure to changing security prices or other factors that affect security values. If FMR’s strategies do not work as
intended, the Portfolio may not achieve its objective. While we make every effort to achieve our objective, we can’t
guarantee success and it is possible that you could lose money.
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Many factors affect the Portfolio’s performance. The Portfolio’s share price changes daily based on changes in market
conditions and interest rates and in response to other economic, political, or financial developments. The Portfolio’s
reaction to these developments will be affected by the types of securities in which the Portfolio invests, the financial
condition, industry and economic sector, and geographic location of an issuer, and the Portfolio’s level of investment in
the securities of that issuer. When you sell units corresponding to shares of the Portfolio, they could be worth more or
less than what you paid for them.

In addition to company risk, derivatives risk, foreign investment risk, leveraging risk, liquidity risk, management risk,
and market risk, the following factors can significantly affect the Portfolio’s performance:

The value of securities of smaller, less well-known issuers can be more volatile than that of larger issuers and.can react
differently to issuer, political, market and economic developments than the market as a whole and other types of
stocks. Smaller issuers can have more limited product lines, markets and financial resources.

“Value” stocks can react differently to issuer, political, market and economic developments than the-market as a whole
and other types of stocks. “Value” stocks tend to be inexpensive relative to their earnings or,assets compared to other
types of stocks. However, “value” stocks can continue to be inexpensive for long periods oftime and may not ever
realize their full value.

In response to market, economic, political or other conditions, FMR may temporarily’ use a different investment strategy
for defensive purposes. If FMR does so, different factors could affect the Portfolie’s-performance and the Portfolio may
not achieve its investment objective.

SP Strategic Partners Focused Growth Portfolio

In pursuing its objective of long-term growth of capital, the Partfolio normally invests at least 65% of its total assets in
equity-related securities of U.S. companies that are believed'o have strong capital appreciation potential. While we
make every effort to achieve our objective, we can’t guarantee success and it is possible that you could lose money.

A Growth Stock Portfolio The Portfolio’s strategy is to combine the efforts of two
The Portfolio normally invests at least 65% of its.total investment advisers and to invest in the favorite stock
assets in the equity-related securities of U.S. coOmpanies selection ideas of three portfolio managers (two of whom
that are believed to have strong capital appreciation invest as a team). Each investment adviser to the
potential. The Portfolio is managed according to a Portfolio utilizes a growth style to select approximately
growth investment style. 20 securities. The portfolio managers build a portfolio

with stocks in which they have the highest confidence
and may invest more than 5% of the Portfolio’s assets in
any one issuer.

The Portfolio may actively'and frequently trade its portfolio securities. The Portfolio is a non-diversified mutual fund
portfolio. This means that the Portfolio may invest in a relatively high percentage of net assets in a small number of
issuers. Investing in ‘a nondiversified mutual fund, particularly a fund investing in approximately 40 equity-related
securities, involves(greater risk than investing in a diversified fund because a loss resulting from the decline in the value
of one securityxmay represent a greater portion of the total assets of a nondiversified fund.

The primary-equity-related securities in which the Portfolio invests are common stocks. Generally, each investment
adviser will consider selling or reducing a stock position when, in their opinion, the stock has experienced a
fundamental disappointment in earnings; it has reached an intermediate-term price objective and its outlook no longer
seems sufficiently promising; a relatively more attractive stock emerges; or the stock has experienced adverse price
movement. A price decline of a stock does not necessarily mean that an investment adviser will sell the stock at that
time. During market declines, either investment adviser may add to positions in favored stocks, which can result in a
somewhat more aggressive strategy, with a gradual reduction of the number of companies in which the adviser invests.
Conversely, in rising markets, either investment adviser may reduce or eliminate fully valued positions, which can result
in a more conservative investment strategy, with a gradual increase in the number of companies represented in the
adviser’s portfolio segment.
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In deciding which stocks to buy, each investment adviser uses what is known as a growth investment style. This means
that each adviser will invest in stocks they believe could experience superior sales or earnings growth.

In addition to common stocks in which the Portfolio primarily invests, equity-related securities include nonconvertible
preferred stocks; convertible debt and convertible preferred stock; American Depository Receipts (ADRs); warrants
and rights that can be exercised to obtain stock; investments in various types of business ventures, including
partnerships and joint ventures; real estate investment trusts (REITs); and similar securities.

The Portfolio may buy common stocks of companies of every size — small-, medium- and large-capitalization —
although its investments are mostly in medium- and large-capitalization stocks. The Portfolio intends to be fully
invested, holding less than 5% of its total assets in cash under normal market conditions.

Under normal conditions, there will be an approximately equal division of the Portfolio’s assets between-the two
investment advisers. All daily cash inflows (that is, purchases and reinvested distributions) and outflows (that is,
redemptions and expense items) will usually be divided between the two investment advisers as the-portfolio manager
deems appropriate. There will be a periodic rebalancing of each segment’s assets to take account of market
fluctuations in order to maintain the approximately equal allocation. As a consequence, the,manager may allocate
assets from the portfolio segment that has appreciated more to the other.

Alliance Capital Management’s portfolio manager, Alfred Harrison, utilizes the fundamental analysis and research of
Alliance’s large internal research staff. In selecting stocks for the Portfolio, he emphasizes stock selection and
investment in a limited number of companies that have strong management, superior industry positions, excellent
balance sheets and the ability to demonstrate superior earnings growth.

Jennison Associates’ portfolio managers, Spiros Segalas and Kathleen McCarragher, invest in mid-size and large
companies experiencing some or all of the following: high sales growth, high unit growth, high or improving returns on
assets and equity and a strong balance sheet. These companies.generally trade at high prices relative to their current
earnings.

Reallocations may result in additional costs since sales of'sécurities may result in higher portfolio turnover. Also,
because each investment adviser selects portfolio securities independently, it is possible that a security held by one
portfolio segment may also be held by the other portfolio segment of the Portfolio or that the two advisers may
simultaneously favor the same industry. Prudentiallnvestments Fund Management LLC will monitor the overall portfolio
to ensure that any such overlaps do not createlan unintended industry concentration. In addition, if one investment
adviser buys a security as the other adviser'sells it, the net position of the Portfolio in the security may be
approximately the same as it would have/been with a single portfolio and no such sale and purchase, but the Portfolio
will have incurred additional costs. The portfolio manager will consider these costs in determining the allocation of
assets. The portfolio manager will‘consider the timing of reallocation based upon the best interests of the Portfolio and
its shareholders. To maintain the-Rortfolio’s federal income tax status as a regulated investment company, Jennison
Associates also may have to sellsecurities on a periodic basis.

The Portfolio may invest upyo 20% of its total assets in foreign securities, including stocks and other equity-related
securities, money market instruments and other fixed-income securities of foreign issuers. The Portfolio does not
consider ADRs and,other similar receipts or shares to be foreign securities.

The Portfoliomay temporarily hold cash or invest in high-quality foreign or domestic money market instruments pending
investment(of,proceeds from new sales of Portfolio shares or to meet ordinary daily cash needs subject to the policy of
normally inyésting at least 65% of the Portfolio’s assets in equity-related securities. In response to adverse market,
economic, political or other conditions, the Portfolio may temporarily invest up to 100% of its assets in money market
instruments. Investing heavily in these securities limits the ability to achieve the investment objective, but can help to
preserve the Portfolio’s assets when the equity markets are unstable.

The Portfolio may use repurchase agreements.
The Portfolio may purchase and write (that is, sell) put and call options on securities indexes that are traded on U.S. or
foreign securities exchanges or in the over-the-counter market to try to enhance return or to hedge the Portfolio’s

portfolio. The Portfolio may write covered put and call options to generate additional income through the receipt of
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premiums, purchase put options in an effort to protect the value of a security that it owns against a decline in market
value and purchase call options in an effort to protect against an increase in the price of securities it intends to
purchase. The Portfolio also may purchase put and call options to offset previously written put and call options of the
same series. The Portfolio will write only “covered” options. The Portfolio may purchase and sell stock index futures
contracts and related options on stock index futures. The Portfolio may purchase and sell futures contracts on foreign
currencies and related options on foreign currency futures contracts.

The Portfolio may invest in securities issued or guaranteed by the U.S. Treasury or by an agency or instrumentality of
the U.S. government. Not all U.S. government securities are backed by the full faith and credit of the United States.
Some are supported only by the credit of the issuing agency.

The Portfolio will also use futures contracts and options on futures contracts for certain bona fide hedgingreturn
enhancement and risk management purposes. The Portfolio may purchase put and call options and writ€/(that is, sell)
“covered” put and call options on futures contracts that are traded on U.S. and foreign exchanges.

The Portfolio may use short sales.

The Portfolio may use various derivatives to try to improve the Portfolio’s returns. The Peortfolio may use hedging
techniques to try to protect the Portfolio’s assets. We cannot guarantee that these strategies will work, that the
instruments necessary to implement these strategies will be available, or that the Pgrifelio will not lose money.

The Portfolio also follows certain policies when it borrows money (the Portfolio can"borrow up to 33 3% of the value of
its total assets); lends its securities to others for cash management purposes (the Portfolio can lend up to 33 V3% of the
value of its total assets including collateral received in the transaction); and*‘holds illiquid securities (the Portfolio may
hold up to 15% of its net assets in illiquid securities, including securities'with legal or contractual restrictions on resale,
those without a readily available market and repurchase agreements with maturities longer than seven days). The
Portfolio is subject to certain investment restrictions that are fundamental policies, which means they cannot be
changed without shareholder approval. For more information about these restrictions, see the SAl.

It is not a principal strategy of the Portfolio to actively and‘frequently trade its portfolio securities to achieve its
investment objective. Nevertheless, the Portfolio may have an annual portfolio turnover rate of up to 200%. Portfolio
turnover is generally the percentage found by dividing the lesser of portfolio purchases and sales by the monthly
average value of the portfolio. High portfolio turnever (100% or more) results in higher brokerage commissions and
other costs and can affect the Portfolio’s perfofrmance.

The Portfolio is managed by Jennison Asseociates LLC and Alliance Capital Management, L.P.

* * *

The Statement of Additional Infarmation — which we refer to as the SAl — contains additional information about the
Portfolios. To obtain a copyssee the back cover page of this prospectus.

* * *

OTHER INVESTMENTS AND STRATEGIES

As indicated imthe description of the Portfolios above, we may use certain of the following investment strategies to
increase a Portfolio’s return or protect its assets if market conditions warrant.

ADRs are certificates representing the right to receive foreign securities that have been deposited with a U.S. bank or a
foreign branch of a U.S. bank.

Convertible Debt and Convertible Preferred Stock — A convertible security is a security — for example, a bond or
preferred stock — that may be converted into common stock of the same or different issuer. The convertible security
sets the price, quantity of shares and time period in which it may be so converted. Convertible stock is senior to a
company’s common stock but is usually subordinated to debt obligations of the company. Convertible securities provide
a steady stream of income which is generally at a higher rate than the income on the company’s common stock but
lower than the rate on the company’s debt obligations. At the same time, they offer — through their conversion
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mechanism — the chance to participate in the capital appreciation of the underlying common stock. The price of a
convertible security tends to increase and decrease with the market value of the underlying common stock.

Derivatives — A derivative is an investment instrument that derives its price, performance, value, or cash flow from
one or more underlying securities or other interests. Derivatives involve costs and can be volatile. With derivatives, the
investment adviser tries to predict whether the underlying investment — a security, market index, currency, interest rate
or some other benchmark — will go up or down at some future date. We may use derivatives to try to reduce risk or to
increase return consistent with a Portfolio’s overall investment objective. The investment adviser will consider other
factors (such as cost) in deciding whether to employ any particular strategy, or use any particular instrument. Any
derivatives we use may not fully offset a Portfolio’s underlying positions and this could result in losses to the Portfolio
that would not otherwise have occurred.

Dollar Rolls — Dollar rolls involve the sale by the Portfolio of a security for delivery in the current month-with a promise
to repurchase from the buyer a substantially similar — but not necessarily the same — security at a set price and date
in the future. During the “roll period,” the Portfolio does not receive any principal or interest on the security. Instead, it is
compensated by the difference between the current sales price and the price of the future purchase, as well as any
interest earned on the cash proceeds from the original sale.

Forward Foreign Currency Exchange Contracts — A foreign currency forward contract js an obligation to buy or sell
a given currency on a future date at a set price. When a Portfolio enters into a contragt'for the purchase or sale of a
security denominated in a foreign currency, or when a Portfolio anticipates the receiptin a foreign currency of dividends
or interest payments on a security which it holds, the Portfolio may desire to “lock=in” the U.S. dollar price of the
security or the U.S. dollar equivalent of such dividend or interest payment, as{the case may be. By entering into a
forward contract for a fixed amount of dollars, for the purchase or sale of the_amount of foreign currency involved in the
underlying transactions, the Portfolio will be able to protect itself against a.possible loss resulting from an adverse
change in the relationship between the U.S. dollar and the foreign currency during the period between the date on
which the security is purchased or sold, or on which the dividend oninterest payment is declared, and the date on which
such payments are made or received. At the maturity of a forwdrdjcontract, a Portfolio may either sell the security and
make delivery of the foreign currency or it may retain the security and terminate its contractual obligation to deliver the
foreign currency by purchasing an “offsetting” contract with-the same currency trader obligating it to purchase, on the
same maturity date, the same amount of the foreign currency.

Futures Contracts — A futures contract is an agréement to buy or sell a set quantity of an underlying product at a
future date, or to make or receive a cash payment,based on the value of a securities index. When a futures contract is

-entered into, each party deposits with a futures‘eommission merchant (or in a segregated account) approximately 5%

of the contract amount. This is known as‘the “initial margin.” Every day during the futures contract, either the buyer or
the futures commission merchant will make payments of “variation margin.” In other words, if the value of the
underlying security, index or interest-rate’ increases, then the buyer will have to add to the margin account so that the
account balance equals approximately 5% of the value of the contract on that day. The next day, the value of the
underlying security, index or interest rate may decrease, in which case the borrower would receive money from the
account equal to the amount.by’which the account balance exceeds 5% of the value of the contract on that day. A
stock index futures contraet‘is an agreement between the buyer and the seller of the contract to transfer an amount of
cash equal to the daily.variation margin of the contract. No physical delivery of the underlying stocks in the index is
made.

Interest Rate Swaps — In an interest rate swap, the Portfolio and another party agree to exchange interest payments.
For example;ithe Portfolio may wish to exchange a floating rate of interest for a fixed rate. We would enter into that
type of a~swap if we think interest rates are going down.

Joint Repurchase Account — In a joint repurchase transaction, uninvested cash balances of various Portfolios are
added together and invested in one or more repurchase agreements. Each of the participating Portfolios receives a
portion of the income earned in the joint account based on the percentage of its investment.

Loan Participations — In loan participations, the Portfolio will have a contractual relationship with the lender but not
with the borrower. This means the Portfolio will only have rights to principal and interest received by the lender. It will
not be able to enforce compliance by the borrower with the terms of the loan and may not have a right to any collateral
securing the loan. If the lender becomes insolvent, the Portfolio may be treated as a general creditor and will not
benefit from any set-off between the lender and the borrower.
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Mortgage-related Securities are usually pass-through instruments that pay investors a share of all interest and
principal payments from an underlying pool of fixed or adjustable rate mortgages. We may invest in mortgage-related
securities issued and guaranteed by the U.S. government or its agencies like the Federal National Mortgage
Association (Fannie Maes) and the Government National Mortgage Association (Ginnie Maes) and debt securities
issued (but not guaranteed) by the Federal Home Loan Mortgage Company (Freddie Macs). Private mortgage-related
securities that are not guaranteed by U.S. governmental entities generally have one or more types of credit
enhancement to ensure timely receipt of payments and to protect against default.

Mortgage-related securities include collateralized mortgage obligations, multi-class pass through securities and
stripped mortgage-backed securities. A collateralized mortgage-backed obligation (CMO) is a security backed:by an
underlying portfolio of mortgages or mortgage-backed securities that may be issued or guaranteed by entities such as
banks, U.S. governmental entities or broker-dealers. A multi-class pass-through security is an equity interest in a trust
composed of underlying mortgage assets. Payments of principal and interest on the mortgage assets and any
reinvestment income provide the money to pay debt service on the CMO or to make scheduled distributions on the
multi-class pass-through security. A stripped mortgage-backed security (MBS strip) may be issuedsby U.S.
governmental entities or by private institutions. MBS strips take the pieces of a debt security\(ptincipal and interest) and
break them apart. The resulting securities may be sold separately and may perform differently. MBS strips are highly
sensitive to changes in prepayment and interest rates.

Options — A call option on stock is a short-term contract that gives the option purehaser or “holder” the right to acquire
a particular equity security for a specified price at any time during a specified petiod. For this right, the option purchaser
pays the option seller a certain amount of money or “premium” which is set/before the option contract is entered into.
The seller or “writer” of the option is obligated to deliver the particular security if the option purchaser exercises the
option. A put option on stock is a similar contract. In a put option, the aption’purchaser has the right to sell a particular
security to the option seller for a specified price at any time during.alspecified period. In exchange for this right, the
option purchaser pays the option seller a premium. Options on debt'securities are similar to stock options except that
the option holder has the right to acquire or sell a debt security\rather than an equity security. Options on stock indexes
are similar to options on stocks, except that instead of giving the option holder the right to receive or sell a stock, it
gives the holder the right to receive an amount of cash if\the’closing level of the stock index is greater than (in the case
of a call) or less than (in the case of a put) the exercisé\price of the option. The amount of cash the holder will receive
is determined by multiplying the difference betweensthe index’s closing price and the option’s exercise price, expressed
in dollars, by a specified “multiplier”. Unlike stockioptions, stock index options are always settled in cash, and gain or
loss depends on price movements in the stock\tharket generally (or a particular market segment, depending on the
index) rather than the price movement of.an‘individual stock.

Real Estate Investment Trusts (REITS) — A REIT is a company that manages a portfolio of real estate to earn profits
for its shareholders. Some REITs@equire equity interests in real estate and then receive income from rents and capital
gains when the buildings are soldyOther REITs lend money to real estate developers and receive interest income from
the mortgages. Some REITs.,invest in both types of interests.

Repurchase Agreements — In a repurchase transaction, the Portfolio agrees to purchase certain securities and the
seller agrees to repurchase the same securities at an agreed upon price on a specified date. This creates a fixed return
for the Portfolio.

Reverse-Repurchase Agreements — In a reverse repurchase transaction, the Portfolio sells a security it owns and
agrees 1o buy it back at a set price and date. During the period the security is held by the other party, the Portfolio may
continue to receive principal and interest payments on the security.

Short Sales — In a short sale, we sell a security we do not own to take advantage of an anticipated decline in the
stock’s price. The Portfolio borrows the stock for delivery and if it can buy the stock later at a lower price, a profit
results.

Short Sales Against-the-Box — A short sale against-the-box means the Portfolio owns securities identical to those
sold short.
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When-Issued and Delayed Delivery Securities — With when-issued or delayed delivery securities, the delivery and
payment can take place a month or more after the date of the transaction. A Portfolio will make commitments for when-
issued transactions only with the intention of actually acquiring the securities. A Portfolio’s custodian will maintain in a
segregated account, liquid assets having a value equal to or greater than such commitments. If the Portfolio chooses to
dispose of the right to acquire a when-issued security prior to its acquisition, it could, as with the disposition of any
other security, incur a gain or loss.

Except for the Money Market Portfolio, each Portfolio also follows certain policies when it borrows money (a Portfolio
may borrow up to 5% of the value of its total assets); lends its securities; and holds illiquid securities (a Portfolio may
hold up to 15% of its net assets in illiquid securities, including securities with legal or contractual restrictionson resale,
those without a readily available market and repurchase agreements with maturities longer than seven days). If the
Portfolio were to exceed this limit, the investment adviser would take prompt action to reduce a Portfolio’s holdings in
illiquid securities to no more than 15% of its net assets, as required by applicable law. A Portfolio is subject to certain
investment restrictions that are fundamental policies, which means they cannot be changed.without shareholder
approval. For more information about these restrictions, see the SAl.

The Money Market Portfolio also follows certain policies when it borrows money (the Partfolio may borrow up to 5% of
the value of its total assets) and holds illiquid securities (the Portfolio may hold up to' 40% of its net assets in illiquid
securities, including securities with legal or contractual restrictions on resale, these without a readily available market
and repurchase agreements with maturities longer than seven days). If the Portfolio were to exceed this limit, the
investment adviser would take prompt action to reduce the Portfolio’s holdings'in illiquid securities to no more than 10%
of its net assets, as required by applicable law. The Portfolio is subject to_certain investment restrictions that are
fundamental policies, which means they cannot be changed without shareholder approval. For more information about
these restrictions, see the SAI.
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We will consider other factors (such as cost) in deciding whetherto employ any particular strategy or use any particular
instrument. For more information about these strategies, see the SAl, “Investment Objectives and Policies of the
Portfolios.”

HOW THE FUND IS MANAGED

-Board Of Directors

The Board of Directors oversees the agtions of the Investment Adviser, the sub-advisers and the Distributor and
decides on general policies. The Beard-also oversees the Fund’s officers who conduct and supervise the daily business
operations of the Fund.

Investment Adviser

Prudential Investments) Fund Management LLC (“PIFM”), a wholly-owned subsidiary of Prudential, serves as the overall
investment adviserdor the Fund. PIFM is located at Gateway Center Three, 100 Mulberry Street, Newark, N.J. 07102-
4077. PIFM andhits predecessors have served as manager and administrator to investment companies since 1987. As
of January 312001, PIFM served as the manager to 43 mutual funds, and as manager or administrator to 20 closed-
end invéstment companies, with aggregated assets of approximately $109 billion.

The Fund uses a “manager-of-managers” structure. Under this structure, PIFM is authorized to select (with approval of
the Fund’s independent directors) one or more sub-advisers to handle the actual day-to-day investment management
of each Portfolio. PIFM monitors each sub-adviser’s performance through quantitative and qualitative analysis, and
periodically reports to the Fund’s board of directors as to whether each sub-adviser’'s agreement should be renewed,
terminated or modified. PIFM also is responsible for allocating assets among the sub-advisers if a Portfolio has more
than one sub-adviser. In those circumstances, the allocation for each sub-adviser can range from 0% to 100% of a
Portfolio’s assets, and PIFM can change the allocations without board or shareholder approval. The Fund will notify
shareholders of any new sub-adviser or any material changes to any existing sub-advisory agreement.
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The following chart lists the total annualized investment advisory fees to be paid in 2001 with respect to each of the
Fund’s Portfolios.

Total advisory fees as %

Portfolio of average net assets
Diversified Bond 0.40
Diversified Conservative Growth 0.75
Equity 0.45
Global 0.75
High Yield Bond 0.55
Money Market 0.40
Prudential Jennison 060
Small Capitalization Stock 0:40
Stock Index 0.35
20/20 Focus 0.75
Value 0.40
SP Aggressive Growth Asset Allocation 0.84~
SP Alliance Technology 1.15
SP Balanced Asset Allocation 0.75*
SP Conservative Asset Allocation 0.71*
SP Growth Asset Allocation 0.80*
SP INVESCO Small Company Growth 0.95
SP Jennison International Growth 0.85
SP Large Cap Value 0.80
SP MFS Capital Opportunities 0.75
SP MFS Mid-Cap Growth 0.80
SP PIMCO Total Return 0.60
SP Prudential U.S. Emerging Growth 0.60
SP Small/Mid-Cap Value 0.90
SP Strategic Partners Focused Growth 0.90

*

Each Asset Allocation Portfolio invests in shares‘of‘other Fund Portfolios. The advisory fees for the Asset
Allocation Portfolios depicted above are the pfoduct of a blend of the advisory fees of those other Fund Portfolios,
plus a 0.05% annual advisory fee payableto‘PIFM.

Investment Sub-Advisers

Each Portfolio has one or more sub<advisers providing the day-to-day investment management. PIFM pays each sub-
adviser out of the fee that PIFM receives from the Fund.

Jennison Associates LLC serves as the sole sub-adviser for the Global Portfolio, the Prudential Jennison Portfolio,
the 20/20 Focus Portfolioathe’SP Jennison International Growth Portfolio, and the SP Prudential U.S. Emerging Growth
Portfolio. Jennison serves-as a sub-adviser for a portion of the assets of Diversified Conservative Growth Portfolio, the
Equity Portfolio, the Yalue Portfolio and the SP Strategic Partners Focused Growth Portfolio. Jennison’s address is 466
Lexington Avenug{ New York, NY 10017. As of December 31, 2000, Jennison had over $80.9 billion in assets under
management for, institutional and mutual fund clients.

Prudential(Investment Management, Inc. (Prudential Investments) serves as the sole sub-adviser for the
DiversifiedBond Portfolio, the High Yield Bond Portfolio, the Money Market Portfolio, the Small Capitalization Stock
Portfolio and the Stock Index Portfolio. PIC serves as a sub-adviser for a portion of the assets of the Diversified
Conservative Growth Portfolio (under normal circumstances approximately 20% of assets). Prudential Investments’
address is 751 Broad Street, Newark, NJ 07102.

Alliance Capital Management, L.P. (Alliance) serves as the sub-adviser to the SP Alliance Technology Portfolio and
the SP Strategic Partners Focused Growth Portfolio. The sub-adviser is located at 1345 Avenue of the Americas, New
York, New York 10105. Alliance is a leading international investment manager. Alliance’s clients are primarily major
corporate employee benefit funds, public employee retirement systems, investment companies, foundations and
endowment funds. As of December 31, 2000, Alliance managed $454 billion in assets.

56

S$3SN.LO3dSOUd ;,SNOILJO LNIWLSIANI ITaVRIVA ‘ 111 LIdvd



S$3SN.LD3dSOUd ;,SNOILJO LNIWLSIANI ITaVRIVA ‘ 111 Lidvd

Deutsche Asset Management Inc. (Deutsche), formerly known as Morgan Grenfell, Inc., serves as subadviser for a
portion of the assets of the Value Portfolio. It is expected that under normal circumstances Deutsche will manage
approximately 25% of the Value Portfolio. Deutsche is a wholly-owned subsidiary of Deutsche Bank AG. As of
September 30, 2000 Deutsche’s total assets under management exceeded $17 billion. Deutsche’s address is 280 Park
Avenue, New York, New York 10017.

Fidelity Management & Research Company (FMR) is the sub-adviser to the SP Large Cap Value Portfolio and the
SP Small/Mid-Cap Value Portfolio. As of December 31, 2000, FMR had approximately $830 billion total assets under
management. The address of FMR is 82 Devonshire Street, Boston, MA 02109.

GE Asset Management, Incorporated (GEAM) has served as an Investment Adviser to approximately 25%"of the
Equity Portfolio since February 16, 2001. GEAM’s ultimate parent is General Electric Company. Its address is 3003
Summer Street, Stamford, Connecticut 06904. As of September 30, 2000, GEAM had in excess of ,$95 billion under
management.

INVESCO Funds Group, Inc. (INVESCO), located at 7800 East Union Avenue, Denver, €0lorado, is the sub-adviser
of the SP INVESCO Small Company Growth Portfolio. INVESCO was founded in 1932 and.manages over $40.2 billion
for more than 2,337,791 shareholder accounts of 45 INVESCO mutual funds. INVESCQ'is a subsidiary of AMVESCAP
PLC, an international investment management company that manages more than $402.6 billion in assets world-wide.
AMVESCAP is based in London, with money managers in Europe, North and Sguth America and the Far East.

Key Asset Management Inc. (Key) serves as a sub-adviser for a portiop:of.the assets of the Value Portfolio. It is
expected that under normal circumstances Key will manage approximately 25% of the Portfolio. Key is a wholly-owned
subsidiary of KeyCorp, Inc. As of September 30, 2000, Key’s total assets under management exceeded $71 billion.
Key’s address is 127 Public Square, Cleveland, Ohio 44114.

Massachusetts Financial Services Company (MFS), located at 500 Boylston Street, Boston, MA, acts as the sub-
adviser for the SP MFS Capital Opportunities Portfolio andihe SP MFS Mid-Cap Growth Portfolio. MFS and its
predecessor organizations have a history of money.management dating from 1924. MFS is an indirect wholly-owned
subsidiary of Sun Life Assurance Company of Canada. As of November 30, 2000, MFS managed over $141 billion in
assets.

Pacific Investment Management Company'LLC (PIMCO) acts as the sub-adviser for the SP PIMCO Total Return
Portfolio. PIMCO is located at 840 Newport Center Drive, Newport Beach, California 92660 and is a subsidiary of
PIMCO Advisors L.P. As of Decembenr31, 2000, PIMCO managed over $215 billion in assets.

Salomon Brothers Asset Management Inc. (Salomon) serves as sub-adviser for a portion of the assets of the Equity
Portfolio. It is expected thatunder normal circumstances Salomon will manage approximately 25% of the Portfolio.
Salomon is part of the glgbal asset management arm of Citigroup Inc., which was formed in 1998 as a result of the
merger of Travelers Group and Citicorp Inc. As of September 30, 2000, Salomon managed more than $30 billion in
total assets. Salomen's address is 7 World Trade Center, 37th Floor, New York, New York 10048.

Portfolio.Managers

An Introductory Note About Prudential Investments’ Fixed Income Group

Prudential Investments’ Fixed Income Group, which provides portfolio management services to the Diversified Bond,
Diversified Conservative Growth, High Yield Bond and Money Market Portfolios, manages more than $135 billion for
Prudential’s retail investors, institutional investors, and policyholders. Senior Managing Director James J. Sullivan
heads the Group, which is organized into teams specializing in different market sectors. Top-down, broad investment
decisions are made by the Fixed Income Policy Committee, whereas bottom-up security selection is made by the
sector teams.
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Prior to joining Prudential Investments in 1998, Mr. Sullivan was a Managing Director in Prudential’s Capital
Management Group, where he oversaw portfolio management and credit research for Prudential’s General Account
and subsidiary fixed-income portfolios. He has more than 16 years of experience in risk management, arbitrage trading
and corporate bond investing.

The Fixed Income Investment Policy Committee is comprised of key senior investment managers, including the chief
investment strategist, the head of risk management and the head of quantitative management. The Committee uses a
top-down approach to investment strategy, asset allocation and general risk management, identifying sectors in which
to invest.

Diversified Bond Portfolio

The Corporate Team, headed by Steven Kellner, is primarily responsible for overseeing the day-to-day management of
the Portfolio. This team uses a bottom-up approach, which focuses on individual securities, while‘staying within the
guidelines of the Investment Policy Committee and the Portfolios’ investment restrictions and policies. In addition, the
Credit Research team of analysts supports the sector teams using bottom-up fundamentalsyas well as economic and
industry trends. Other sector teams may contribute to securities selection when appropriate:

Corporate Team

Assets Under Management (as of December 31, 2000): $43.9 billion
Team Leader: Steven Kellner, CFA. General Investment Experience: 13 years

Portfolio Managers: 7. Average General Investment Experience: 14 years, which includes team members with
significant mutual fund experience.

Sector: U.S. investment-grade corporate securities.

Investment Strategy: Focus is on identifyingispread, credit quality and liquidity trends to capitalize on changing
opportunities in the market. Ultimately, theyySeek the highest expected return with the least risk.

Diversified Conservative Growth Portfolio

A portfolio management team led by\William H. Gross will manage the Diversified Conservative Growth Portfolio. Mr.
Gross is a founder and Managing Rirector of Pacific Investment Management Company (“PIMCQO”) and has been
associated with the firm for 3@years. As Chief Investment Officer of PIMCO he oversees the management of over $220
billion of fixed income securities. He has 32 years of investment experience, and holds a bachelor’s degree from Duke
University and MBA from\UCLA Graduate School of Business. The portfolio management team develops and
implements investment'strategy for the Fund.

The High Yield*Team, headed by Casey Walsh and Paul Appleby, is primarily responsible for overseeing the day-to-
day management of the fixed income portion of the Portfolio assigned to Prudential Investments. For further information
about the'High Yield Team, see “High Yield Bond Portfolio” below.

The large-cap growth equity portion of the Portfolio advised by Jennison is managed by Spiros “Sig” Segalas, Michael
A. Del Balso, and Kathleen A. McCarragher. Mr. Segalas is a founding member and President and Chief Investment
Officer of Jennison. He has been in the investment business for over 35 years. Mr. Del Balso, a Director and Executive
Vice President of Jennison, has been part of the Jennison team since 1972 when he joined the firm from White, Weld &
Company. Mr. Del Balso is a member of the New York Society of Security Analysts. Ms. McCarragher, Director and
Executive Vice President of Jennison, is also Jennison’s Growth Equity Investment Strategist, having joined Jennison
last year after a 20 year investment career, including positions with Weiss, Peck & Greer and State Street Research
and Management Company, where she was a member of the Investment Committee.
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The large-cap value equity portion of the Portfolio advised by Jennison is managed by Thomas Kolefas. Mr. Kolefas
has been a Senior Vice President of Jennison since September 2000. Previously, he was a Managing Director and
Senior Portfolio Manager of Prudential Global Asset Management. He joined Prudential in May 2000 from Loomis
Sayles Co., L.P., where he headed the Large/Mid Cap Value Team. Prior to 1996, Mr. Kolefas was employed by
Mackay Shields Financial as a portfolio manager for five years. Mr. Kolefas earned a B.S. and an M.B.A. from New
York University and holds a Chartered Financial Analyst (C.F.A.) designation.

Edward B. Jamieson, Michael McCarthy and Aidan O’Connell manage the portion of the Portfolio assigned to Franklin.
Mr. Jamieson is an Executive Vice President of Franklin and Managing Director of Franklin’s equity and high yield
groups. He has been with Franklin since 1987. Mr. McCarthy joined Franklin in 1992 and is a vice president and
portfolio manager specializing in research analysis of several technology groups. Mr. O’Connell joined Franklin/in 1998
and is a research analyst specializing in research analysis of the semiconductor and semiconductor capital'equipment
industries. Prior to joining Franklin, Mr. O’Connell was a research associate and corporate finance associate with
Hambrecht & Quist.

William R. Rydell, CFA, and Mark W. Sikorski, CFA, manage the portion of the Portfolio assigned to Dreyfus. Mr. Rydell
is a portfolio manager of Dreyfus and is the President and Chief Executive Officer of Mellon.Equity Associates LLP.

Mr. Rydell has been in the Mellon organization since 1973. Mr. Sikorski is a portfolio mapager of Dreyfus and a Vice
President of Mellon Equity Associates LLP. Mr. Sikorski has been in the Mellon organizatien since 1996. Prior to joining
Mellon, he managed various corporation treasury projects for Northeast Utilities, including bond refinancing and
investment evaluations.

Equity Portfolio

Jeffrey Siegel, Bradley Goldberg and David Kiefer are co-managers of the portion of the Portfolio assigned to Jennison.
Mr. Siegel has been an Executive Vice President of Jennison since June'1999. Previously he was at TIAA-CREF from
1988-1999, where he held positions as a portfolio manager and analyst. Prior to joining TIAA-CREF, Mr. Siegel was an
analyst for Equitable Capital Management and held positions at’Chase Manhattan Bank and First Fidelity Bank.

Mr. Siegel earned a B.A. from Rutgers University. Mr. Goldbergy an Executive Vice President of Jennision, joined
Jennison in 1974 where he also serves as Chairman of the.Asset Allocation Committee. Prior to joining Jennison, he
served as Vice President and Group Head in the Investment Research Division of Bankers Trust Company. He earned
a B.S. from the University of lllinois and an M.B.A. from New York University. Mr. Goldberg holds a Chartered Financial
Analyst (C.F.A.) designation. Mr. Kiefer has been.a/Senior Vice President of Jennison since August 2000. Previously,
he was a Managing Director of Prudential Global Asset Management and has been with Prudential since 1986.

Mr. Kiefer earned a B.S. from Princeton University and an M.B.A. from Harvard Business School. He holds a Chartered
Financial Analyst (C.F.A.) designation.

Richard Sanderson, Senior Vice President and Director of Research for GEAM, will manage the portion of the Equity
Portfolio assigned to GEAM. Mr. Sanderson, a Chartered Financial Analyst, has 29 years of asset management
experience and has been emplayed with GEAM for over 5 years, and holds B.A. and M.B.A. degrees from the
University of Michigan.

Michael Kagan, a Director.of Salomon, will manage the portion of the Equity Portfolio assigned to Salomon. Mr. Kagan
has over 15 years ofasset management experience, including experience as an analyst covering the consumer
products, aerospace, chemicals, and housing industries. Mr. Kagan received his B.A. from Harvard College and
attended the MIT"\Sloan School of Management.

Global Portfolio

Daniel Duane and Michelle Picker manage this Portfolio. Mr. Duane has been an Executive Vice President of Jennison
since October 2000 and was previously a Managing Director of Prudential Global Asset Management. He has been
managing the Portfolio since 1991. Prior to joining Prudential, he was with First Investors Asset Management where he
was in charge of all global equity investments. He earned a B.A. from Boston College, a Ph.D. from Yale University and
an M.B.A. from New York University. He holds a Chartered Financial Analyst (C.F.A.) designation. Michelle Picker has
been a Vice President of Jennison since October 2000 and was previously a Vice President of PIC. Ms. Picker joined
Prudential in 1992 and has co-managed the Portfolio since October 1997. Ms. Picker earned a B.A. from the University
of Pennsylvania and an M.B.A. from New York University. She holds a Chartered Financial Analyst (C.F.A.)
designation.
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High Yield Bond Portfolio

The High Yield Team, headed by Casey Walsh and Paul Appleby, is primarily responsible for overseeing the day-to-
day management of the fixed income portfolio of the Portfolio. This Team uses a bottom-up approach, which focuses
on individual securities, while staying within the guidelines of the Investment Policy Committee and the Portfolio’s
investment restrictions and policies. In addition, the Credit Research team of analysts supports the sector teams using
bottom-up fundamentals, as well as economic and industry trends. Other sector teams may contribute to securities
selection when appropriate.

High Yield Team
Assets Under Management (as of December 31, 2000): $7.3 billion.

Team Leader: Casey Walsh and Paul Appleby. General Investment Experience: 18 years and-1? years,
respectively.

Portfolio Managers: 6. Average General Investment Experience: 16 years, which includes team members
with significant mutual fund experience.

Sector: Below-investment-grade corporate securities.

Investment Strategy: Focus is generally on bonds with high total return potentiah, given existing risk parameters.
They also seek securities with high current income, as appropriate. The Team-uses a relative value approach.

Money Market Portfolio

The Money Market Team, headed by Joseph Tully, is primarily responsible'for overseeing the day-to-day management
of the Portfolio. This team uses a bottom-up approach, which focuses envindividual securities, while staying within the
guidelines of the Investment Policy Committee and the Portfolio’s inyestment restrictions and policies.

Money Market Team
Assets Under Management (as of December 31, 2000): $38.5 billion.
Team Leader: Joseph Tully. General Investment Experience: 17 years.

Portfolio Managers: 9. Average General Investment Experience: 11 years, which includes team members
with significant mutual fund experience.

Sector: High-quality short-term debt ‘s€curities, including both taxable and tax-exempt instruments.
Investment Strategy: Focus is on(safety of principal, liquidity and controlled risk.

Prudential Jennison Portfolio

This Portfolio has been managed.by Messrs. Segalas and Del Balso and Ms. McCarragher of Jennison since 1999.
(For more information about:these managers, see “Diversified Conservative Growth Portfolio,” above.)

Small Capitalization-Stock Portfolio

Wai Chiang, Vice President of Prudential Investments, has managed this Portfolio since its inception in 1995.
Mr. Chiang has‘been employed by Prudential as a portfolio manager since 1986.

Stock Index‘Portfolio

John Moschberger, CFA, Vice President of Prudential Investments, has managed this Portfolio since 1990.
Mr. Moschberger joined Prudential in 1980 and has been a portfolio manager since 1986.

20/20 Focus Portfolio

Spiros Segalas, Director, Principal and Chief Investment Officer of Jennison, manages the growth portion of the
Portfolio. For more information about Mr. Segalas, see “Diversified Conservative Growth Portfolio” above. Bradley
Goldberg manages the value portion of the Portfolio. For more information about Mr. Goldberg, see “Equity Portfolio”
above.
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Value Portfolio

Thomas Kolefas and Bradley Goldberg are the co-portfolio managers of the portion of the Portfolio assigned to
Jennsion. For more information about Mr. Kolefas, see “Diversified Conservative Growth Portfolio” above. For more
information about Mr. Goldberg, see “Equity Portfolio” above.

James Giblin, a Chartered Financial Analyst, will manage the portion of the Portfolio assigned to Deutsche. Mr. Giblin
joined Deutsche in 1995 with 22 years of investment experience, including 15 years as a portfolio manager for Cigna
Equity Advisors. He received his B.S. from Pennsylvania State University and an M.B.A. from the Wharton School,
University of Pennsylvania.

Neil A. Kilbane will manage the portion of the Portfolio assigned to Key. Mr. Kilbane is a Senior Portfolio Managing
Director for Key, and is a Chartered Financial Analyst. Mr. Kilbane began his investment career with Key.in/1995, and
prior to that was employed by Duff & Phelps Investment Management Company and National City Bank.“Mr. Kilbane
holds a B.S. from Cleveland State University, an M.S. from Kansas State University, and an M.B¢A({ from Tulsa
University.

SP Alliance Technology Portfolio

Peter Anastos and Gerald T. Malone manage the SP Alliance Technology Portfolio. Both portfolio managers are Senior
Vice Presidents of ACMC and have been associated with ACMC for more than fiveyyears.

We set out below performance information for the Alliance Technology Fund, which is a mutual fund managed by
ACMC according to investment objectives and practices that are substantially, similar to those governing the

SP Alliance Technology Portfolio. Alliance Technology Fund and SP Alliange Technology Portfolio are separate funds
with different expense structures and portfolio holdings and different purchase and redemption patterns, and the past
performance of Alliance Technology Fund is not indicative of the future performance of SP Alliance Technology
Portfolio. If material differences between the investment styles ofithe Alliance Technology Fund and SP Alliance
Technology Portfolio should develop in the future, we will disclose such differences. PIFM monitors the performance of
SP Alliance Technology Portfolio, but not Alliance Technolegy Fund. In general, Portfolio returns are reduced by
expenses under your variable insurance contract.

OTHER-FUND PERFORMANCE

SEC STANDARDIZED AVERAGE ANNUAL TOTAL RETURNS
ALLIANCE TECHNOLOGY FUND

(FOR THE PERIODS ENDED

DECEMBER 31, 2000) 1 YEAR 5 YEARS 10 YEARS
Class A —27.82% 20.35% 26.21%
Nasdaq Composite Index(1) —39.29% 18.62% 20.78%

(1) The Nasdaq Composite/lndex measures all Nasdag domestic and non-U.S. based common stocks listed on the
Nasdaq Stock Market.

SP Asset Allocation Portfolios

For the four ASset Allocation Portfolios, Prudential Investments Fund Management LLC invests in shares of other Fund
Portfolios. within the product according to the percentage allocations discussed in this prospectus.

SP INVESCO Small Company Growth Portfolio

The following individuals are primarily responsible for the day-to-day management of the Portfolio’s holdings:

Stacie Cowell — is the lead portfolio manager of the SP INVESCO Small Company Growth Portfolio and a Chartered
Financial Analyst (CFA) who joined INVESCO in 1997. She is also a vice president of INVESCO. Before joining the
company, she was senior equity analyst with Founders Asset Management and capital markets and trading analyst
with Chase Manhattan Bank in New York. She holds a B.A. in Economics from Colgate University and an M.S from the
University of Colorado (Boulder).
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We set out below performance information for INVESCO Small Company Growth Fund (Investor Class), which is a
mutual fund managed by INVESCO, according to investment objectives and practices that are substantially similar to
those governing the SP INVESCO Small Company Growth Portfolio. INVESCO Small Company Growth Fund and SP
INVESCO Small Company Growth Portfolio are separate funds with different expense structures and portfolio holdings
and different purchase and redemption patterns, and the past performance of INVESCO Small Company Growth Fund
is not indicative of the future performance of SP INVESCO Small Company Growth Portfolio. If material differences
between the investment styles of INVESCO Small Company Growth Fund and SP INVESCO Small Company Growth
Portfolio should develop in the future, we will disclose such differences. PIFM monitors the performance of SP
INVESCO Small Company Growth Portfolio, but not INVESCO Small Company Growth Fund. In general, Portfolio
returns are reduced by expenses under your variable insurance contract.

OTHER FUND PERFORMANCE

SEC STANDARDIZED AVERAGE ANNUAL TOTAL RETURNS
INVESCO SMALL COMPANY GROWTH FUND

(FOR THE PERIODS ENDED

DECEMBER 31, 2000) 1 YEAR 5 YEARS SINCE INCEPTION(2)

Investor Class shares(1) —-12.19% 19.34% 19.26%

Russell 2000 Index(3) —3.02% 10.31% 12.56%

(1) Total return figures include reinvested dividends and capital gain distributions,.and include the effect of the Fund’'s
expenses.

(2) The INVESCO Small Company Growth Fund commenced investment operations on December 27, 1991.
(3) The Russell 2000 Index is an unmanaged index of small capitalization’stocks.
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SP Jennison International Growth Portfolio

The Portfolio is co-managed by Howard Moss and Blair Boyet. Mr. Moss and Mr. Boyer have worked together
managing international equity portfolios since 1989. Howard,Moss has been an Executive Vice President and Director
of Jennison since 1993. Mr. Moss has been in the investmént business for 30 years. Mr. Moss received a B.A. from the
University of Liverpool. Blair Boyer is an Executive Vlice President and Director of Jennison and has been with Jennison
since 1993. Mr. Boyer received a B.A. from BucknéllyUniversity and an M.B.A. from New York University.

We set out below performance information forJennison International Growth Fund, which is a mutual fund managed
by Jennison according to investment objeetives and practices that are substantially similar to those governing the SP
Jennison International Growth PortfoliosJennison International Growth Fund and SP Jennison International Growth
Portfolio are separate funds with different expense structures and portfolio holdings and different purchase and
redemption patterns, and the past{performance of Jennison International Growth Fund is not indicative of the future
performance of SP Jennison Interhational Growth Portfolio. If material differences between the investment styles of
Jennison International Growtti’'Fund and SP Jennison International Growth Portfolio should develop in the future, we
will disclose such differences? PIFM monitors the performance of SP Jennison International Growth Portfolio, but not
Jennison InternationabkGrowth Fund. In general, Portfolio returns are reduced by expenses under your variable
insurance contract,

OTHER FUND PERFORMANCE

SEC STANDARDIZED AVERAGE ANNUAL TOTAL RETURNS
JENNISON INTERNATIONAL GROWTH FUND

(FOR THE PERIODS ENDED

DECEMBER 31, 2000) SINCE INCEPTION INCEPTION DATE
Class A -31.70% 31/1/00
Lipper International Fund Avg.(1) —15.47%

(1) Unweighted average annual return, net of fees and expenses, of all mutual funds that invested primarily in stocks
and other equity securities of companies outside the United States during the periods covered.
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SP Large Cap Value Portfolio And SP Small/Mid-Cap Value Portfolio

Fidelity Management & Research Company is the Portfolios’ sub-adviser. Jeff Kerrigan is portfolio manager of the SP
Small/Mid-Cap Value Portfolio. Mr. Kerrigan is a vice president and portfolio manager for other accounts managed by
FMR and its affiliates. He joined Fidelity in 1999. Robert MacDonald is portfolio manager of the SP Large Cap Value
Portfolio. Mr. Macdonald is a senior vice president and portfolio manager of structured equity investments. He joined
Fidelity in 1985.

The SP Large Cap Value and SP Small/Mid-Cap Value Portfolios commenced operations on September 22, 2000.
Performance history will be available for the SP Large Cap Value and SP Small/Mid-Cap Value Portfolios after each
has been in operation for one calendar year.

SP MFS Capital Opportunities Portfolio

The Portfolio is managed by Maura A. Shaughnessy, a Senior Vice President of Massachusetts Financial Services
Company (MFS), who has been employed in the investment management area of MFS since 1991+

We set out below performance information for MFS Capital Opportunities Fund, which is a\mutual fund managed by
MFS according to investment objectives and practices that are substantially similar to those.governing the SP MFS
Capital Opportunities Portfolio. MFS Capital Opportunities Fund and SP MFS Capital‘Oppertunities Portfolio are
separate funds with different expense structures and portfolio holdings and differentipurchase and redemption patterns,
and the past performance of MFS Capital Opportunities Fund is not indicative of the\future performance of SP MFS
Capital Opportunities Portfolio. If material differences between the investment styles of MFS Capital Opportunities Fund
and SP MFS Capital Opportunities Portfolio should develop in the future, we,will disclose such differences. PIFM
monitors the performance of SP MFS Capital Opportunities Portfolio, but-hotMFS Capital Opportunities Fund. In
general, Portfolio returns are reduced by expenses under your variablg“insurance contract.

OTHER FUND PERFORMANCE

SEC STANDARDIZED AVERAGE ANNUAL TOTAL RETURNS
MFS CAPITAL OPPORTUNITIES FUND

(FOR THE PERIODS ENDED SINCE
DECEMBER 31, 2000) 1 YEAR 5 YEARS INCEPTION
Class A(1) —5.30% 21.28% 15.53%
-S&P 500(2) -9.11% 18.33% 15.98%
(1) The MFS Capital Opportunities Fundsicommenced investment operations on June 13, 1983. Performance results

include any applicable expense subsidies and waivers, which may cause results to be more favorable.
(2) The Standard & Poor’s 500 Composite Stock Price Index is an unmanaged index of common stocks frequently
used as a general measure of U'S. stock market performance.

SP MFS Mid-Cap Growth Portfolio

The Portfolio is managed\by Mark Regan, a Senior Vice President of MFS, who has been employed in the investment
management area of-MES since 1989 and David E. Sette-Ducati, a Vice President of MFS, has been employed in the
investment management area of MFS since 1995.

MFS and its predecessor organizations have a history of money management dating from 1924. MFS is an indirect
wholly-owned subsidiary of Sun Life Assurance Company of Canada.

We set out below performance information for MFS Mid-Cap Growth Fund, which is a mutual fund managed by MFS,
according to investment objectives and practices that are substantially similar to those governing the SP MFS Mid-Cap
Growth Portfolio. MFS Mid-Cap Growth Fund and SP MFS Mid-Cap Growth Portfolio are separate funds with different
expense structures and portfolio holdings and different purchase and redemption patterns, and the past performance of
MFS Mid-Cap Growth Fund is not indicative of the future performance of SP MFS Mid-Cap Growth Portfolio. If material
differences between the investment styles of MFS Mid-Cap Growth Fund and SP MFS Mid-Cap Growth Portfolio
should develop in the future, we will disclose such differences. PIFM monitors the performance of SP MFS Mid-Cap
Growth Portfolio, but not MFS Mid-Cap Growth Fund. In general, Portfolio returns are reduced by expenses under your
variable insurance contract.

63



OTHER FUND PERFORMANCE

SEC STANDARDIZED AVERAGE ANNUAL TOTAL RETURNS
MFS MID-CAP GROWTH FUND

(FOR THE PERIODS ENDED SINCE
DECEMBER 31, 2000) 1 YEAR 5 YEARS INCEPTION
Class A(1) 7.76% 25.29% 22.18%
Russell Mid-Cap Growth Index(2) —11.75% 17.77 % 17.26%

(1) The MFS Mid-Cap Growth Fund commenced investment operations on December 1, 1993 with the offering of
Class A shares and Class B shares. Performance results include any applicable expense subsidies and\waivers,
which may cause the results to be more favorable.

(2) The Russell Mid-Cap Growth Index is an unmanaged index which measures the stock price perfermance of the
800 smallest companies in the Russell 1000 Index.

SP PIMCO Total Return Portfolio

The Portfolio is managed by a portfolio management team led by William H. Gross, Managing Director, Chief
Investment Officer and a founding partner of PIMCO. The portfolio management team‘develops and implements
strategy for the Portfolio.

We set out below performance information for PIMCO Total Return Fund, which’is a mutual fund managed by PIMCO,
according to investment objectives and practices that are substantially similar;to those governing the SP PIMCO Total
Return Portfolio. PIMCO Total Return Fund and SP PIMCO Total Return|Portfolio are separate funds with different
expense structures and portfolio holdings and different purchase and.redemption patterns, and the past performance of
PIMCO Total Return Fund is not indicative of the future performanee.of SP PIMCO Total Return Portfolio. If material
differences between the investment styles of PIMCO Total Return,Fund and SP PIMCO Total Return Portfolio should
develop in the future, we will disclose such differences. PIFM{monitors the performance of SP PIMCO Total Return
Portfolio, but not PIMCO Total Return Fund. In general, Pertfolio returns are reduced by expenses under your variable
insurance contract. Expenses of the SP PIMCO Total Return Portfolio are higher than the expenses of the PIMCO
Total Return Fund. Higher expenses are a factor in‘reducing investment performance.
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OTHER FUND PERFORMANCE

SEC STANDARDIZED AVERAGE ANNUAL TOTAL RETURNS (FOR PERIODS ENDED 12/31/00)
PIMCO TOTAL RETURN FUND

1 YEAR 5 YEARS 10 YEARS
Administrative Class 11.81% 6.94% 8.95%
Lehman Aggregate Bond Indéx(T) 11.63% 6.46% 7.96%
Lipper Intermediate Investment Grade Debt Portfolio Avg.(2) 9.78% 5.48% 7.58%

(1) The Lehman Brothers Aggregate Bond Index is an unmanaged index of investment grade U.S. dollar-denominated
fixed income securities of domestic issuers having a maturity greater than one year. It is not possible to invest
directly in the index.

(2) The Lipper Intermediate Investment Grade Debt Portfolio Average is a total return performance average of Funds
trackedy Lipper Analytical Services, Inc. that invest at least 65% of their assets in investment-grade debt issues
(rated in"the top four grades) with dollar weighted average maturities of five to ten years. It does not take into
account sales charges.

SP Prudential U.S. Emerging Growth Portfolio

Susan Hirsch has managed the retail fund counterpart of this Portfolio since it began. Ms. Hirsch joined Prudential
Investments in July 1996, and is now employed by Jennison Associates LLC. Before that she was employed by
Lehman Brothers Global Asset Management from 1988 to 1996 and Delphi Asset Management in 1996. She managed
growth stock portfolios at both firms. Ms. Hirsch holds a B.S. from Brooklyn College and is a member of the Financial
Analysts Federation and the New York Society of Security Analysts.
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We set out below performance information for Prudential U.S. Emerging Growth Fund, which is a mutual fund
managed by PIFM, according to investment objectives and practices that are substantially similar to those governing
the SP Prudential U.S. Emerging Growth Portfolio. Prudential U.S. Emerging Growth Fund and SP Prudential U.S.
Emerging Growth Portfolio are separate funds with different expense structures and portfolio holdings and different
purchase and redemption patterns, and the past performance of Prudential U.S. Emerging Growth Fund is not
indicative of the future performance of SP Prudential U.S. Emerging Growth Portfolio. If material differences between
the investment styles of Prudential U.S. Emerging Growth Fund and SP Prudential U.S. Emerging Growth Portfolio
should develop in the future, we will disclose such differences. In general, Portfolio returns are reduced by expenses
under your variable insurance contract.

OTHER FUND PERFORMANCE

SEC STANDARDIZED AVERAGE ANNUAL RETURNS (1) (AS OF 12-31-00)
PRUDENTIAL U.S. EMERGING GROWTH FUND

SINCE
INCEPTION
1'YEAR (12-31-96)
Class A shares 17.82% 24.02%
S&P 400 Mid-Cap Index (2) 17.50% 20.72%
Lipper Average (3) —-10.01% 17.72%

(1) The Fund’s returns are after deduction of sales charges and expenses. Without the distribution and service (12b-1)
fee waiver for Class A shares, the returns would have been lower.

(2) The Standard & Poor’s Mid-Cap 400 Composite Stock Price Index.(S&P 400 Mid-Cap Index) — an unmanaged
index of 400 domestic stocks chosen for market size, liquidity apdiindustry group representation — gives a broad
look at how mid-cap stock prices have performed. These returns-do not include the effect of any sales charges or
operating expenses of a mutual fund portfolio. These return§'would be lower if they included the effect of sales
charges and operating expenses. The securities in the S&PR. 400 Mid-Cap Index may be very different from those in
the Portfolio. Source: Lipper Inc.

(3) The Lipper Average is based on the average return of.all mutual funds in the Lipper Mid-Cap Growth Fund
category and does not include the effect of any sales charges. Again, these returns would be lower if they included
the effect of sales charges. Source: Lipper Ingé.
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-SP Strategic Partners Focused Growth Portfolio

Alfred Harrison is portfolio manager for-the’portion of the Portfolio’s assets advised by Alliance. Mr. Harrison joined
Alliance in 1978 and is manager ofthe,firm’s Minneapolis office. He is Vice Chairman of Alliance Capital Management
Corporation.

Spiros Segalas and Kathleen, McCarragher are co-portfolio managers for the portion of the Portfolio’s assets advised by
Jennison. (See descriptions above, under “Diversified Conservative Growth Portfolio”).

HOW TO BUY AND,SELL SHARES OF THE FUND

The Fund offers\two classes of shares in each Portfolio — Class | and Class II. Each Class participates in the same
investments-within a given Portfolio, but the Classes differ as far as their charges. Class | shares are sold only to
separaté accounts of Prudential as investment options under certain Contracts. Class Il is offered only to separate
accountsof non-Prudential insurance companies as investment options under certain of their Contracts. Please refer to
the accompanying Contract prospectus to see which Portfolios are available through your Contract.
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The Fund sells its shares to separate accounts issuing variable annuity contracts and variable life insurance policies.
To the extent dictated by its agreement with a separate account, the Fund will cooperate with the separate account in
monitoring for transactions that are indicative of market timing. In addition, to the extent permitted by applicable laws
and agreements, the Fund may cease selling its shares to a separate account to prevent market timing transactions.

The way to invest in the Portfolios is through certain variable life insurance and variable annuity contracts. Together
with this prospectus, you should have received a prospectus for such a Contract. You should refer to that prospectus
for further information on investing in the Portfolios.

Both Class | and Class Il shares of a Portfolio are sold without any sales charge at the net asset value of the Portfolio.
Class Il shares, however, are subject to an annual distribution or “12b-1” fee of 0.25% and an administration feé of
0.15% of the average daily net assets of Class Il. Class | shares do not have a distribution or administration)fee.

Shares are redeemed for cash within seven days of receipt of a proper notice of redemption or soonér. if required by
law. There is no redemption charge. We may suspend the right to redeem shares or receive payment when the New
York Stock Exchange is closed (other than weekends or holidays), when trading on the New York Stock Exchange is
restricted, or as permitted by the SEC.

Net Asset Value

Any purchase or sale of Portfolio shares is made at the net asset value, or NAV,.0f-such shares. The price at which a
purchase or redemption is made is based on the next calculation of the NAV after'the order is received in good order.
The NAV of each share class of each Portfolio is determined on each day the New York Stock Exchange is open for
trading as of the close of the exchange’s regular trading session (which is*generally 4:00 p.m. New York time).

The NAYV for each of the Portfolios other than the Money Market Roftfalio is determined by a simple calculation. It's the
total value of a Portfolio (assets minus liabilities) divided by the total\number of shares outstanding. The NAV for the
Money Market Portfolio will ordinarily remain at $10 per share~(The price of each share remains the same but you will
have more shares when dividends are declared.)

To determine a Portfolio’s NAV, its holdings are valueghas follows:

Equity Securities are generally valued at the last'sale price on an exchange or NASDAQ, or if there is not a sale on
that day, at the mean between the most recentbid and asked prices on that day. If there is no asked price, the security
will be valued at the bid price. Equity securities\that are not sold on an exchange or NASDAQ are generally valued by
an independent pricing agent or principalmarket maker.

A Portfolio may own securities that are primarily listed on foreign exchanges that trade on weekends or other days
when the Portfolios do not price their shares. Therefore, the value of a Portfolio’s assets may change on days when
shareholders cannot purchase-or.redeem Portfolio shares.

All Short-term Debt Securities held by the Money Market Portfolio are valued at amortized cost. The amortized cost
valuation method is widely used by mutual funds. It means that the security is valued initially at its purchase price and
then decreases in valué by equal amounts each day until the security matures. It almost always results in a value that
is extremely close to’'the actual market value. The Fund’'s Board of Directors has established procedures to monitor
whether any material deviation between valuation and market value occurs and if so, will promptly consider what
action, if anyyshould be taken to prevent unfair results to Contract owners.

For eachPortfolio other than the Money Market Portfolio, short-term debt securities, including bonds, notes,
debentures and other debt securities, and money market instruments such as certificates of deposit, commercial paper,
bankers’ acceptances and obligations of domestic and foreign banks, with remaining maturities of more than 60 days,
for which market quotations are readily available, are valued by an independent pricing agent or principal market maker
(if available, otherwise a primary market dealer).

Short-term Debt Securities with remaining maturities of 60 days or less are valued at cost with interest accrued or

discount amortized to the date of maturity, unless such valuation, in the judgment of Prudential or a sub-adviser, does
not represent fair value.
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Convertible debt securities that are traded in the over-the-counter market, including listed convertible debt securities
for which the primary market is believed by PIFM or a sub-adviser to be over-the-counter, are valued at the mean
between the last bid and asked prices provided by a principal market maker (if available, otherwise a primary market
dealer).

Other debt securities — those that are not valued on an amortized cost basis — are valued using an independent
pricing service.

Options on stock and stock indexes that are traded on a national securities exchange are valued at the last sale
price on such exchange on the day of valuation or, if there was no such sale on such day, at the mean between the
most recently quoted bid and asked prices on such exchange.

Futures contracts and options on futures contracts are valued at the last sale price at the close of the commodities
exchange or board of trade on which they are traded. If there has been no sale that day, the securities will be valued at
the mean between the most recently quoted bid and asked prices on that exchange or board of.trade.

Forward currency exchange contracts are valued at the cost of covering or offsetting such’ contracts calculated on
the day of valuation. Securities which are valued in accordance herewith in a currency.other than U.S. dollars shall be
converted to U.S. dollar equivalents at a rate obtained from a recognized bank, dealerjor independent service on the
day of valuation.

Over-the-counter (OTC) options are valued at the mean between bid and-asked prices provided by a dealer (which
may be the counterparty). A sub-adviser will monitor the market prices of the securities underlying the OTC options
with a view to determining the necessity of obtaining additional bid and ask-quotations from other dealers to assess the
validity of the prices received from the primary pricing dealer.

Securities for which no market quotations are available wilkbe valued at fair value by PIFM under the direction of
the Fund’s Board of Directors.

DISTRIBUTOR

Prudential Investment Management Services LLLCY(PIMS) distributes the Fund’s shares under a Distribution Agreement
with the Fund. PIMS’ principal business addrfess’is Gateway Center Three, 100 Mulberry Street, Newark, New Jersey
07102-3777. The Fund has adopted a distribution plan under Rule 12b-1 of the Investment Company Act of 1940
covering Class Il shares. Under that plan,*Class Il of each Portfolio pays to PIMS a distribution or “12b-1” fee at the
annual rate of 0.25% of the average(daily net assets of Class Il. This fee pays for distribution services for Class Il
shares. Because these fees are paid out of the Portfolio’s assets on an on-going basis, over time these fees will
increase the cost of your investment in Class |l shares and may cost you more than paying other types of sales
charges. These 12b-1 feesdenot apply to Class .

OTHER INFORMATION

Federal Income . Taxes

If you own orjare considering purchasing a variable contract, you should consult the prospectus for the variable
contractfor tax information about that variable contract. You should also consult with a qualified tax adviser for
information and advice.

The SAl provides information about certain tax laws applicable to the Fund.

European Monetary Union

On January 1, 1999, 11 of the 15 member states of the European Monetary Union introduced the “euro” as a common
currency. During a three-year transitional period, the euro will coexist with each participating state’s currency and, on
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July 1, 2002, the euro is expected to become the sole currency of the participating states. During the transition period,
the Fund will treat the euro as a separate currency from that of any participating state. The conversion may adversely
affect the Fund if the euro does not take effect as planned; if a participating state withdraws from the European
Monetary Union; or if the computing, accounting and trading systems used by the Fund’s service providers, or by
entities with which the Fund or its service providers do business, are not capable of recognizing the euro as a distinct
currency at the time of, and following, euro conversion. In addition, the conversion could cause markets to become
more volatile.

Monitoring For Possible Conflicts

The Fund sells its shares to fund variable life insurance contracts and variable annuity contracts and is authefized to
offer its shares to qualified retirement plans. Because of differences in tax treatment and other considerations, it is
possible that the interest of variable life insurance contract owners, variable annuity contract owners and-participants in
qualified retirement plans could conflict. The Fund will monitor the situation and in the event that a material conflict did
develop, the Fund would determine what action, if any, to take in response.
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Financial Highlights

The financial highlights which follow will help you evaluate the financial performance of each Portfolio available under
your Contract. The total return in each chart represents the rate that a shareholder earned on an investment in that
share class of the Portfolio, assuming reinvestment of all dividends and other distributions. The charts do not reflect
any charges under any variable contract. The information is for Class | for the periods indicated, unless otherwise
indicated.

The information has been audited by PricewaterhouseCoopers LLP, whose unqualified report, along with the
financial statements, appears in the annual report, which is available upon request.
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Financial Highlights

Diversified Bond Portfolio

Year Ended
December 31,
2000 1999 1998 1997 1996 3
Per Share Operating Performance: 3
Net Asset Value, beginningofyear .......... ... .. i, $ 10.95 $ 11.06 $ 11.02 $11.07 $11.31 =
Income From Investment Operations:

Netinvestmentincome . ... 0.77 0.67 0.69 0.80 0.76
Net realized and unrealized gainsoninvestments ............................ 0.26 (0.75) 0.08 0.11 (0.27) §
Total from investment operations ............ ... . i 1.03 (0.08) 0.77 0.91 0.49 E
Less Distributions: =
Dividends from net investmentincome . .......... ... ... i (0.70) — (0.69) (0.83) (0.73) il
Distributions from netrealized gains . .. ....... ... .. —(b) (0.03) (0.04) (0.13) — E
m
Total distributions . ... ... (0.70) (0.03) (0.73) (0.96) (0.73) 4
Net Asset Value, endofyear ... i $ 11.28 $ 10.95 $ 11.06 $11.02 $11.07 %
z
Total InvestmentReturn(a) ............. ... ... 9.72% (0.74)% 7.15% 8.57% 4.40%;'>
Ratios/Supplemental Data: <
Net assets, end of year (inmillions) ......... ... ... . ... . . . $1,269.8 $1,253.8 $1,122.6 $816.7 $720.2 E—;
Ratios to average net assets: z
EXPENSES . . . e eeveee e e e e e e e e e e e 0.45% 0.43% 0.42% 0.43% 0.45% '_;’
Netinvestmentincome ........ ... ... . . . 6.83% 6.25% 6.40% 7.18% 6.89% 3
Portfolio turnoverrate . ... . ot 139% 171% 199% 224% 210% @
m
(a) Total investment return is calculated assuming a purchase of shares on the first day @and a sale on the last day of each year reported and Q
includes reinvestment of dividends and distributions. S
m
(%]

(b) Less than $0.002 per share.

Diversified Conservative Growth Portfolio
May 3, 1999(a)

Year Ended through
December 31, December 31,
2000 1999
Per Share Operating Performance:
Net Asset Value, beginning of period .......... ... ... . o0 h $10.37 $10.00
Income From Investment Operations:
Netinvestmentincome ....... ... ... .. . NN 0.46 0.22
Net realized and unrealized gains (losses) oninvestments ........... ... ... ..., (0.09) 0.39
Total from investment operations . .. ... /s S 0.37 0.61
Less Distributions:
Dividends from net investment income . .. N . L (0.46) (0.22)
Distributions in excess of netinvestmentincome . ....... ... .. .. i (0.01) (0.02)
Distributions from net realized gains G .. . . oo e (0.09) —
Distributions in excess of net realizedigains . .. . ... ..t (0.02) —
Total Distributions . .. ... 8 (0.58) (0.24)
Net Asset Value, end of periods . .. ..... ... it $10.16 $10.37
Total Investment Return(b) . . ... .. .. 3.79% 6.10%
Ratio/Supplemental ‘Data:
Net assets, end @f pefiod (in MIllioNS) . ... ... ... e $204.8 $115.8
Ratios to average net assets:
EXPONSES . . i 0.93% 1.05%(c)
Net iNVeSIMENT INCOME . . .. .. e e e e e 4.71% 3.74%(c)
Portfolio tUrNOVEr rate . . ... o 319% 107%(d)

(a) Commencement of investment operations.

(b) Total investment return is calculated assuming a purchase of shares on the first day and a sale on the last day of each period reported and
includes reinvestment of dividends and distributions. Total investment returns for less than a full year are not annualized.

(c) Annualized.
(d) Not annualized.
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Financial Highlights
Equity Portfolio

Class | Class I
Year Ended May 3, 1999(c)
December 31, Year Ended through
December 31, December 31,
2000 1999 1998 1997 1996 2000 1999
Per Share Operating Performance:
Net Asset Value, beginning of period ........ $ 28090 $ 2964 $ 31.07 $ 2696 $ 2564 $28.92 $32.79
Income from Investment Operations:
Net investmentincome .................... 0.51 0.54 0.60 0.69 0.71 0.39 0.28
Net realized and unrealized gains (losses) on
investments .............. ... .. ... ..., 0.26 3.02 2.21 5.88 3.88 0.26 (0.60)
Total from investment operations . .. .. ... 0.77 3.56 2.81 6.57 4.59 0.65 (0.32)
Less Distributions:
Dividends from net investment income .. ..... (0.51) (0.53) (0.60) (0.70) (0.67) (0.40) (0.34)
Distributions in excess of net investment
INCOME ...t (0.02) — — — — (0.02) —
Distributions from net realized gains . ........ (4.64) (3.77) (3.64) (1.76) (2.60) (4.64) (3.21)
Total distributions .................... (5.17) (4.30) (4.24) (2.46) (3.27) (5.06) (3.55)
Net Asset Value, end of period ............. $ 2450 $ 2890 $ 2964 $ 31.07 $ 2696 $24.51 $28.92
Total Investment Return(a) ............... 3.28% 12.49% 9.34% 24.66% 18.52% 2.83% (0.68)%
Ratios/Supplemental Data:
Net assets, end of period (in millions) ........ $5,652.7  $6,235.0 $6,247.0 $6,0240 $4,814.0 $ 1.8 $ 03
Ratios to average net assets:
Expenses .......... . i 0.49% 0.47% 0.47% 046% 0.50% 0.91% 0.87%(b)
Net investmentincome .................. 1.75% 1.72% 1.81% 2.27% 2.54% 1.26% 1.33%(b)
Portfolio turnoverrate ..................... 78% 9% 25% 13% 20% 78% 9%

(a) Total investment return is calculated assuming a purchase of shares on the, first day and a sale on the last day of each period reported and
includes reinvestment of dividends and distributions. Total investment retarns-for less than a full year are not annualized.

(b) Annualized.
() Commencement of offering of Class Il shares.

Global Portfolio

Year Ended
December 31,

2000 1999 1998 1997 1996
Per Share Operating Performance:
Net Asset Value, beginning ofyear ......,. ... ... ... ... .. $ 30.98 $ 21.16 $17.92 $17.85 $15.53
Income from Investment Operations:
Netinvestmentincome ......... ... .7 N . . i 0.07 0.06 0.07 0.09 0.11
Net realized and unrealized gains (lossesyon investments ....................... (5.30) 10.04 4.38 1.11 2.94
Total from investment operations - .. ... (5.23) 10.10 4.45 1.20 3.05
Less Distributions:
Dividends from net investmentincome ....... ... i (0.07) — (0.16) (0.13) (0.11)
Distributions in excess of neflinvestmentincome ............... ... ... ... ... (0.13) (0.10) (0.12) (0.10) —
Distributions from netrre@lized gains . ....... ... (1.94) (0.18) (0.93) (0.90) (0.62)
Total distribUtions ™. . . . ... ... (2.14) (0.28) (1.21) (1.13) (0.73)

Net Asset Valueyend of year . ... ... oo $ 23.61 $ 30.98 $21.16 $17.92 $17.85
Total Investment Return(a) .......... ... .. (17.68)% 48.27% 25.08% 6.98% 19.97%
Ratios/Supplemental Data:
Net assets, end of year (inmillions) . ...t $1,182.1 $1,298.3 $844.5 $638.4 $580.6
Ratios to average net assets:

EXPENSES . 0.85% 0.84% 0.86% 0.85% 0.92%

Netinvestmentincome ......... ... .. . ... 0.25% 0.21% 0.29% 0.47% 0.64%
Portfolio turnover rate ... ... ... 95% 76% 73% 70% 41%

(a) Total investment return is calculated assuming a purchase of shares on the first day and a sale on the last day of each year reported and

includes reinvestment of dividends and distributions.
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Financial Highlights
High Yield Bond Portfolio

Year Ended
December 31,
2000 1999 1998 1997 1996
Per Share Operating Performance:
Net Asset Value, beginningofyear .......... . ... . i $ 7.52 $ 7.21 $ 8.14 $ 7.87 $ 7.80
Income From Investment Operations:
Netinvestmentincome . ....... ... .. . 0.74 0.79 0.77 0.78 0.80
Net realized and unrealized gains (losses) oninvestments ..................... (1.30) (0.46) (0.94) 0.26 0.06
Total from investment operations ............. ... i (0.56) 0.33 (0.17) 1.04 0.86
Less Distributions:
Dividends from net investmentincome . ........... ... ... i (0.82) (0.02) (0.76) (0.77) (0.78)
Distributions in excess of net investmentincome ........... ... ... ... ... ... — — — — (0.01)
Total distributions . ... ... (0.82) (0.02) (0.78) (0.77) (0.79)

Net Asset Value, endofyear ... i $ 6.14 $ 7.52 $ 7.21 $ 8.14 $ 7.87
Total InvestmentReturn(a) ........... ... ... .. (7.91)% 4.61% (2:36)% 13.78% 11.39%
Ratios/Supplemental Data:
Net assets, end of year (inmillions) .......... .. ... o i, $661.3 $802:2 $789.3 $568.7 $432.9
Ratios to average net assets:

EXPENSES . . oot 0.60% 0460% 0.58% 0.57% 0.63%

Netinvestmentincome ........ ... ... . . 10.47% 10.48% 10.31% 9.78% 9.89%
Portfolio turnoverrate . ... i 76% 58% 63% 106% 88%

(a) Total investment return is calculated assuming a purchase on the first day and a sale‘on the last day of each year reported and includes
reinvestment of dividends and distributions.

Money Market Portfolio

Year Ended
December 31,
2000 1999 1998 1997 1996

Per Share Operating Performance:
Net Asset Value, beginningofyear ... N i $ 10.00 $ 10.00 $10.00 $10.00 $10.00
Income From Investment Operations:
Net investment income and realized and unrealized gains . .. =" .............. 0.60 0.49 0.52 0.54 0.51
Dividend and distributions ............ ... ... ... 0 (0.60) (0.49) (0.52) (0.54) (0.51)
Net Asset Value, endof year ......... ... N $ 10.00 $ 10.00 $10.00 $10.00 $10.00
Total Investment Return(a) ............ ... 8. i 6.20% 4.97% 5.39% 5.41% 5.22%
Ratios/Supplemental Data:
Net assets, end of year (inmillions) ... 0% .. ... . $1,238.2 $1,335.5 $920.2 $657.5 $668.8
Ratios to average net assets:

EXPENSES . .o R 0.44% 0.42% 0.41% 0.43% 0.44%

Netinvestmentincome .. ... ;o d 6.03% 4.90% 5.20% 5.28% 5.10%

(a) Total investment return is(caleulated assuming a purchase on the first day and a sale on the last day of each year reported and includes
reinvestment of dividends and distributions.
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Financial Highlights

Prudential Jennison Portfolio

Class | Class I
Year Ended
December 31, Febru?;yrgl?éﬁOOO(a)
2000 1999 1998 1997 1996 December 31, 2000
Per Share Operating Performance:
Net Asset Value, beginning of period ................. $ 32.39 $ 23.91 $ 17.78 $14.32 $12.55 $34.25
Income From Investment Operations:
Net investmentincome (loss) ....................... 0.01 0.05 0.04 0.04 0.02 (0.03)
Net realized and unrealized gains (losses) on
investments . ......... ..t (5.61) 9.88 6.56 4.48 1.78 (7.54)
Total from investment operations ................ 5.60) 9.93 6.60 4.52 1.80 (7.57)
Less Distributions:
Dividends from net investmentincome ................ —(d) (0.05) (0.04) (0.04) (0,03) —(d)
Dividends in excess of net investmentincome ......... —(d) — — — N —(d)
Distributions from net realized gains .................. (3.82) (1.40) (0.38) (1.07) — (3.80)
Total distributions .......... ... ... ... L (3.82) (1.45) (0.42) (1.11) (0.03) (3.80)
Net Asset Value, end of period ...................... $ 22.97 $ 32.39 $ 23.91 $17.73 $14.32 $22.88
Total InvestmentReturn(b) ........................ (17.38)% 41.76% 37.46% 31.71% 14.41% (22.19)%
Ratios/Supplemental Data:
Net assets, end of period (in millions) ................. $2,892.7 $2,770.7 $1,198.7 $495.9 $226.5 $ 13.3
Ratios to average net assets:
EXPENSES . ..\ 0.64% 0.63% 0.68% 0.64% 0.66% 1.04%(c)
Netinvestmentincome ............ ... .. ... ... .... 0.02% 0.17% 0.20% 0.25% 0.20% (0.39)%(c)
Portfolio turnoverrate . ........... .. ... ... 89% 58% 54% 60% 46% 89%

(a) Commencement of offering of Class Il shares.

(b) Total investment return is calculated assuming a purchase of shares on the first day and a sale on the last day of each period reported and
includes reinvestment of dividends and distributions. Total investments returas for less than a full year are not annualized.

(c) Annualized.
(d) Less than $0.01 per share.

Small Capitalization Stock Portfolio

Year Ended
December 31,
2000 1999 1998 1997 1996
Per Share Operating Performance:
Net Asset Value, beginning of year ... 80 N . . $16.25 $14.71 $15.93 $13.79 $11.83
Income From Investment Operations:
Netinvestmentincome . ......... . . 0 . 0.07 0.10 0.09 0.10 0.09
Net realized and unrealized gains (l0ss8s) on investments .......................... 1.81 1.71 (0.25) 3.32 2.23
Total from investment operations . ................ i 1.88 1.81 (0.16) 3.42 2.32
Less Distributions:
Dividends from net investmentincome ............. .. i (0.08) — (0.09) (0.10) (0.09)
Distributions from net réalized gains ............... it (0.94) (0.27) (0.97) (1.18) (0.27)
Total distributionS,. . .. ... .. (1.02) (0.27) (1.06) (1.28) (0.36)

Net Asset Valugiend of year ....... ... e $17.11 $16.25 $14.71 $15.93 $13.79
Total Investment Return(a) 12.81% 12.68% (0.76)%  25.17% 19.77%
Ratios/Supplemental Data:
Net assets, end of year (inmillions) . .......... .. i $568.3 $437.5 $360.4 $290.3 $147.9
Ratios to average net assets:

EXPENSES . oot 0.48% 0.45% 0.47% 0.50% 0.56%

Netinvestmentincome ...... ... ... .. 0.59% 0.70% 0.57% 0.69% 0.87%
Portfolio turnoverrate . ............ i 45% 31% 26% 31% 13%

(a) Total investment return is calculated assuming a purchase of shares on the first day and a sale on the last day of each year reported and

includes reinvestment of dividends and distributions.
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Financial Highlights

Stock Index Portfolio

Year Ended
December 31,
2000 1999 1998 1997 1996 3
Per Share Operating Performance: 3
Net Asset Value, beginningofyear ............. ... ... $ 44.45 $ 37.74 $ 30.22 $ 23.74 $ 1996 =
Income from Investment Operations:

Netinvestmentincome ......... ... .. 0.36 0.44 0.42 0.43 0.40
Net realized and unrealized gains (losses) on investments .................. (4.37) 7.23 8.11 7.34 4.06 §
Total from investment operations ............ ... ... .. (4.01) 7.67 8.53 7.77 4.46 E
Less Distributions: =
Dividends from net investmentincome . .......... ... ... il (0.37) (0.43) (0.42) (0.42) (0.40) il
Distributions from netrealized gains . . . .......... ... . i (1.41) (0.53) (0.59) (0.87) (0.28) E
m
Total distributions .. ... ... (1.78) (0.96) (1.01) (1.29) (0.68) 4
Net Asset Value,endofyear. ....... ..o $ 38.66 $ 44.45 $ 37.74 $ 30.22 $ 23.74 %
z
Total InvestmentReturn(a) ................ . ... (9.03)% 20.54% 28.42% 32.83% 22.57%2‘>
Ratios/Supplemental Data: <
Net assets, end of year (inmillions) ......... ... ... ... ... . .. ... $4,186.0 $4,655.0 $3,548.1 $2,448.2 $1,581.4 E—;
Ratios to average net assets: z
EXPENSES oo 0.39% 0.89% 0.37% 0.37% 0.40% :3
Netinvestmentincome ....... ... ... ... . . . 0.83% 1:09% 1.25% 1.55% 1.95% 3
Portfolio turnoverrate ........... ... 7% 2% 3% 5% 1% @
m
(a) Total investment return is calculated assuming a purchase of shares on the first day @and a sale on the last day of each year reported and Q
includes reinvestment of dividends and distributions. S
m
(%]

20/20 Focus Portfolio

Class | Class I
May 3,1999(a) February 15, 2000(b)
Year Ended through through
December 31, December 31, December 31,
2000 1999 2000
Per Share Operating Performance:
Net Asset Value, beginning of period .. ............ . ... G0 oo $11.88 $10.00 $11.36
Income From Investment Operations:
Netinvestmentincome ....... ... .. . N e 0.05 0.02 0.01
Net realized and unrealized gains (losses) oninvestments .......................... (0.71) 1.88 (0.19)
Total from investment operations . ....... o8 . i (0.66) 1.90 (0.18)
Less Distributions:
Dividends from net investment income .. o\ % . (0.05) (0.02) (0.01)
Distributions from net realized gains . .47 N . ..o (0.18) —(e) (0.18)
Total distributions .. ... .. . Gm e (0.23) (0.02) (0.19)
Net Asset Value, end of period N 8 . oo oo $10.99 $11.88 $10.99
Total Investment Return(€) . . . ... ... ... (5.41)% 18.95% (1.53)%
Ratios/Supplemental Data:
Net assets, end of period\(inmillions) ......... ... i $ 95.8 $ 65.0 $ 07
Ratios to average Retassets: . ... ... .
EXPENSES . . N M 0.88% 1.09%(d) 1.28%(d)
Net investmentincome ... ... ... ... 0.45% 0.33%(d) 0.10%(d)
Portfolio tarnQVer rate . .. ... .. ... 163% 64%(f) 163%

(a) Commencement of offering of Class | shares.
(b) Commencement of offering of Class Il shares.

(c) Total investment return is calculated assuming a purchase of shares on the first day and a sale on the last day of each period reported and

includes reinvestment of dividends and distributions. Total investments returns for less than a full year are not annualized.

(d) Annualized.
(e) Less than $0.005 per share.
(f) Not annualized.
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Financial Highlights

Value Portfolio

Year Ended
December 31,
® 2000 1999 1998 1997 1996
Z Per Share Operating Performance:
= Net Asset Value, beginning ofyear ... $ 19.52 $ 20.03 $ 22.39 $ 18.51 $ 16.27
Income from Investment Operations:
~ Netinvestmentincome .................i.iiiii 0.46 0.51 0.56 0.61 0.58
§ Net realized and unrealized gains (losses) oninvestments .................. 2.45 1.89 (1.03) 6.06 2.88
E Total from investment operations .......... ... ... .. ... 2.91 2.40 (0.47) 6.67 3.46
2 Less Distributions:
T Dividends from net iNvestment iNCOME . ... .. ... ooereeeeeeeeeeens. (0.44) (0.50) (0.59) (0.57) (0.71)
E Distributions from netrealized gains . .. ....... ... ... i (1.53) (2.41) (1.30) (2.22) (0.51)
1 Total distributions . ... .. ... (1.97) (2.91) (1.89) (2.79) (1.22)
E Net Asset Value,endofyear........ ... $ 20.46 $ 19.52 $ 20.03 $ 22.39 $ 18.51
= TotalInvestment Return(a) . ................oiririniieiiieinannn.n. 15.59% 12.52% (2:38)% 36.61% 21.74%
g Ratios/Supplemental Data:
E—; Net assets, end of year (inmillions) ......... ... ... . ... ... . ... $1,975.3 $2,024.0 $2,142.3 $2,029.8 $1,363.5
Z Ratios to average net assets:
:3 EXPENSES ..o 0.45% 0.42% 0.42% 0.41% 0.45%
= Netinvestmentincome . ... ... ... .. 2.31% 2:84% 2.54% 2.90% 3.36%
% Portfolio turnoverrate ........ ... 85% 16% 20% 38% 21%
m
E.’ (a) Total investment return is calculated assuming a purchase of shares on the first day @nd a sale on the last day of each year reported and
g. includes reinvestment of dividends and distributions.
(%]

Zero Coupon Bond 2005 Portfolio

Year Ended
December 31,
2000 1999 1998 1997 1996
Per Share Operating Performance:
Net Asset Value, beginningofyear .......... ... ... ol $12.68 $13.44 $12.60 $12.25 $13.19
Income From Investment Operations:
Netinvestmentincome ............ ... ... ... LN L 0.65 0.67 0.66 0.68 0.66
-Net realized and unrealized gains (losses) oninvestmentsi/Za .. ....... ... ... ... ... 1.02 (1.43) 0.87 0.66 (0.82)
Total from investment operations .......... .. .. % i 1.67 (0.76) 1.53 1.34 (0.16)
Less Distributions:
Dividends from net investmentincome ...... 040, ... .. . (0.67) — (0.67) (0.71) (0.64)
Distributions from netrealized gains ...« N b .. o (0.30) — (0.02) (0.28) (0.14)
Total distributions .. ... ... m A (0.97) — (0.69) (0.99) (0.78)
Net Asset Value, end of year .. ... ¢ e $13.38 $12.68 $13.44 $12.60 $12.25
Total Investment Return(a) . .. ). ... 13.76% (5.66)% 12.35% 11.18% (1.01)%
Ratios/Supplemental Data:
Net assets, end of year (inmillions) . .......... . i $ 49.8 $ 454 $ 455 $ 30.8 $ 25.8
Ratios to average net assets:
EXpenses . ... . 0 0.65% 0.59% 0.61% 0.74% 0.53%
Netinvestmentineome .. ....... ... 5.26% 5.31% 5.35% 5.71% 5.42%
Portfolio turnoverrate .. ....... ... .. 67% 15% —% 35% 10%

(a) Total(investment return is calculated assuming a purchase of shares on the first day and a sale on the last day of each year reported and
includes-teinvestment of dividends and distributions.
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Financial Highlights

SP Aggressive Growth Asset
Allocation Portfolio

September 22, 2000(a)

through

December 31, 2000

Per Share Operating Performance:

Net Asset Value, beginning of period . . . ... ... . $10.00

Income from Investment Operations:

Net INVESIMENt INCOME . .. . e e e e e e e e 0.01

Net realized and unrealized loss oninvestments . ....... ... .. . i (0.67)
Total from investment Operations . .. .. ... .. . (0.66)

Less Distributions:

Dividends from net investmentincome ... ... ... . (0.01)

Net Asset Value, end of period . ... ... o e $ 9.33

Total Investment Return(b) .. ... ... e (6.65)%

Ratios/Supplemental Data:
Net assets, end of period (in MIllIONS) . .. ... o s g $ 21
Ratios to average net assets:(c)

EXPENSES . o e N 0.05%
Netinvestmentincome . ... .. N 0.36%
Portfolio turnover rate(d) ... ...t e N 6%

(a) Commencement of operations.

(b) Total investment return is calculated assuming a purchase of shares on the first day ahdsa sale on the last day of each period reported and

includes reinvestment of dividends and distributions. Total investment returns for less than,a full year are not annualized.
(c) Annualized.

(d) Not annualized.

SP Alliance Technology Portfolio

September 22, 2000(a)

through

December 31, 2000

Per Share Operating Performance:

Net Asset Value, beginning of year . . ... . $10.00
Income from Investment Operations:
Netinvestment iINCome . . ... ... N 0.01
Net realized and unrealized [0SS 0N INVESTMENIS 2, . . .. . e e et (2.38)
Total from investment operations . ..« N . . .. ot (2.37)
Less Distributions:
Dividends from net investment INCOME, .l . . . oot e e e s (0.01)
Distributions in excess of net investment income(f) . ........ .. —
Total distribULIONS . . .. . o e (0.01)
Net Asset Value, end of Yeat . . .. ... e $ 7.62
Total Investment Return(b) . . . .. ... ... . (23.71)%
Ratios/Supplemental Data:
Net assets, end ofiyear (in millionNs) . .. ... .. e $ 6.1
Ratios to average\net assets:(c)(d)
EXP NS S i . o ottt 1.30%
Net iNnVESIMENT INCOME . . . . ..o e e e 0.37%
Portfolio tUrNOVEr rate(8) . . ... oo s 23%

(a) Commencement of operations.

(b) Total investment return is calculated assuming a purchase of shares on the first day and a sale on the last day of each period reported and

includes reinvestment of dividends and distributions. Total investment returns for less than a full year are not annualized.

(c) Annualized.

(d) Net of expense subsidy. If the investment adviser had not subsidized expenses, the annualized expense and net investment income ratios would

have been 4.66% and (2.99)%, respectively, for the period ended December 31, 2000.
(e) Not annualized.

(f) Less than $0.005 per share.

F7

S$3SN.LO3dSOUd ;,SNOILJO LNIWLSIANI ITaVRIVA ‘ 111 Ldvd



Financial Highlights
SP Balanced Asset Allocation Portfolio

September 22, 2000(a)
through
December 31, 2000

Per Share Operating Performance:

(a) Commencement of operations.

(b) Total investment return is calculated assuming a purchase of shares on the first day andfa sale on the last day of each period reported and
includes reinvestment of dividends and distributions. Total investment returns for less than” a full year are not annualized.

(c) Annualized.

S
;' Net Asset Value, beginning of period . . . ... ... $10.00
~  Income from Investment Operations:

—  Netinvestment inCoOmMe ... ... .. 0.06
< Netrealized and unrealized loss oninvestments ........... ... ... ... i (.20)
5 Total from investment operations . . ....... ... ... (.14)
Iu>_= Less Distributions:

m  Dividends from netinvestmentincome .......... ... ... (0,086)
E Net Asset Value, end of period . . . ... ... $ 9.80
m

4 Total Investment Return(b) ... e ey (1.42%)
% Ratios/Supplemental Data:

5 Net assets, end of period (in MIllIONS) . ... ... o $ 37
o Ratios to average net assets:(c)

3 EXPENSES o vttt ettt et e e e e e e e e e 0.05%
o Netinvestmentincome ........ ... .. . 4.89%
% Portfolio turnover rate(d) . .. ... .. it 4%
)

~

o

w

)

m

0

-

c

w

m

(%]

(d) Not annualized.

SP Conservative Asset Allocation Portfolio
September 22, 2000(a)

through
December 31, 2000
Per Share Operating Performance:
Net Asset Value, beginning of period . ....... .. ... @ N $10.00
Income From Investment Operations:
-Net INVeStMeNntincome .. ......o.oeveeneneene 0.08
Net realized and unrealized gain on investments(C), .. . ¥ .ot —
Total from investment operations . . . ....... .. % 0.08
Less Distributions:
Dividends from net investmentincome .. .0 ). o (0.08)
Distributions from net realized gainS(C) .t . ™. o oottt —
Total distributions . .. ... .. s (0.08)
Net Asset Value, end of period o, (4 . . oot e $10.00
Total Investment Return(b) . /.. .. 0.84%
Ratios/Supplemental Data:
Net assets, end of period (in’millions) . ... ... ... $ 1.9
Ratios to average net' assets:(d)
EXPENSES . o . o T e et e 0.05%
NetinvestmentinCome . ... ... . 8.07%
Portfolio tUMOVEF rate(€) . ... . ottt 4%

(a) Commenhcement of operations.

(b) Total investment return is calculated assuming a purchase of shares on the first day and a sale on the last day of each period reported and
includes reinvestment of dividends and distributions. Total investment returns for less than a full year are not annualized.

(c) Less than $0.005 per share.
(d) Annualized.

(e) Not annualized.
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Financial Highlights

SP Davis Value Portfolio

September 22, 2000(a)

through
December 31, 2000

Per Share Operating Performance:
Net Asset Value, beginning of period . .. ... ..

Income from Investment Operations:
Net investment income
Net realized and unrealized gain on investments

Total from investment operations

Less Distributions:
Dividends from net investment income

Net Asset Value, end of period

Total Investment Return(b) . . . ... ... e

Ratios/Supplemental Data:

Net assets, end of period (in millions)

Ratios to average net assets:(c)(d)
Expenses
Net investment income

Portfolio turnover rate(e)

(a) Commencement of operations.

(b) Total investment return is calculated assuming a purchase of shares on the first day andfa sale on the last day of each period reported and

includes reinvestment of dividends and distributions. Total investment returns for less than” a full year are not annualized.

(c) Annualized.

(d) Net of expense subsidy. If the investment adviser had not subsidized expenses, the ‘annualized expense and net investment income ratios would

have been 3.16% and (0.85)%, respectively, for the period ended December 314,2000.

(e) Not annualized.

SP Growth Asset Allocation Portfolio

$10.00

0.02
0.15

017

(0.02)
$10.15

1.69%

$ 128

0.83%
1.48%
3%

September 22, 2000(a)

through
December 31, 2000
Per Share Operating Performance:
Net Asset Value, beginning of period ....... ... . . . i $10.00
Income from Investment Operations:
Netinvestmentincome ....... ... .. . 0.03
Net realized and unrealized loss On iNVESIMENtS LA f. . . .. oottt (0.49)
Total from investment 0perations . . . o bt . oot (0.46)
Less Distributions:
Dividends from net investment INCoOME . s . . .. ... i (0.02)
Net Asset Value, end of period s, (i g .. ..o e $ 9.52
Total Investment Return(b) . . . ... o (4.56)%
Ratios/Supplemental Data:
Net assets, end of perigd, (IMIllIONS) . . ... ... . e $ 39
Ratios to average net assets:(c)
EXPENSES . . i e o ot e 0.05%
NetinvestmentinCome . ... ... 2.95%
Portfolio tufnover rate(d) . . ... .ot 39%

(a) Commencement of operations.

(b) Total investment return is calculated assuming a purchase of shares on the first day and a sale on the last day of each period reported and

includes reinvestment of dividends and distributions. Total investment returns for less than a full year are not annualized.
(c) Annualized.

(d) Not annualized.
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Financial Highlights

Per Share Operating Performance:

Net Asset Value, beginning of period

Income From Investment Operations:

Net investment loss
Net realized and unrealized loss on investments

Total from investment operations . ........ ... .. i

Net Asset Value, end of period . . .. ... o e

Total Investment Return(b)

Ratios/Supplemental Data:

Net assets, end of period (in millions)

Ratios to average net assets:(c)(d)

Expenses

Net investment income

Portfolio tUrNOVEr rate() . . . .. oot

(a) Commencement of operations.

SP Invesco Small Company Growth Portfolio

September 22, 2000(a)
through
December 31, 2000

1.15%
(0.10)%
29%

(b) Total investment return is calculated assuming a purchase of shares on the first day and a safe<on the last day of each period reported and
includes reinvestment of dividends and distributions. Total investment returns for less than a full year are not annualized.

(c) Annualized.

(d) Net of expense subsidy. If the investment adviser had not subsidized expenses, the annualized expense and net investment income ratios would
have been 4.00% and (2.95)%, respectively, for the period ended December 31, 2000.

(e) Not annualized.

Per Share Operating Performance:

Net Asset Value, beginning of period

Income from Investment Operations:
Net investmentincome (I0SS) . . ... ..o i

Net realized and unrealized loss on investMERtS) . . .. ... ..t e e

Total from investment operations . #=. a. .. .. oo e

Net Asset Value, end of period

Total Investment Return(c)

Ratios/Supplemental Data:

Net assets, end of period (in'millions)

Ratios to average net assets:(d)(f)

Expenses

Net investment.ineome

Portfolio tUrOYERIAE(€) . . . . o oottt e e

(a) Commengement of offering of Class | Shares.

(b) Commencement of offering of Class Il Shares.

SP Jennison International Growth Portfolio

Class | Class |l
September 22, 2000(a) October 4, 2000(b)
through through
December 31, 2000 December 31, 2000
$ 10.00 $ 9.79
0.01 —(9)
(1.51) (1.31)
(1.50) (1.31)
$ 8.50 $ 8.48
(15.00)% (13.28)%
$ 76 $ 27
1.24% 1.64%
0.51% (0.00)%
12% 12%

(c) Total investment return is calculated assuming a purchase of shares on the first day and a sale on the last day of each period reported and
includes reinvestment of dividends and distributions. Total investment returns for less than a full year are not annualized.

(d) Annualized.

(e) Not annualized.

(f) Net of expense subsidy. If the investment adviser had not subsidized expenses, the annualized expense and net investment income ratios would
have been 3.44% and (1.69)%, respectively, for Class | and 3.84% and (2.20)%, respectively, for Class Il for the period ended December 31,

2000.

(9) Less than $0.005 per share.
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Financial Highlights

SP Large Cap Value Portfolio

September 22, 2000(a)

through

December 31, 2000

Per Share Operating Performance:

Net Asset Value, beginning of period . . . ... ... $10.00
Income from Investment Operations:
Net investment INCOMe . . ... . 0.04
Net realized and unrealized gain on INVESIMENTS . ... ... . et 0.44
Total from investment 0perations . . . ... ... ... i 0.48
Less Distributions:
Dividends from net investment INCOME . . . ... ... e e e e e e s (0.04)
Dividends in excess of net iNvestment iNCOME . . ... ... . it e e e e —(e)
Total distribULIONS . . . . o (0.04)
Net Asset Value, end of Period . . . . ... oo $10.44
Total Investment Return(b) . ... ... . Y 4.82%
Ratios/Supplemental Data:
Net assets, end of period (in mMillioNs) . ... .. e T $ 3.9
Ratios to average net assets:(c)(d)
EXPENSES . . AN 0.90%
Netinvestment iNCome . ... ... T 1.60%
Portfolio turnover rate(f) . ... ..o e 13%

(a) Commencement of operations.

(b) Total investment return is calculated assuming a purchase of shares on the first day and a sale on the last day of each period reported and

includes reinvestment of dividends and distributions. Total investment returns for less than’a full year are not annualized.

(c) Annualized.

(d) Net of expense subsidy. If the investment adviser had not subsidized expenses, the annualized expense and net investment income ratios would

have been 5.47% and (2.97)%, respectively, for the period ended Deceniber 31, 2000.
(e) Less than $0.005 per share.
(f) Not annualized.

SP MFS Capital Opportunities Portfolio

September 22, 2000(a)
through
December 31, 2000

Per Share Operating Performance:

Net Asset Value, beginning of period . . . . .« am G oo $10.00
Income From Investment Operations:
Netinvestmentincome . ... ... .. v 0.01
Net realized and unrealized loss on IAVESIMENtS . ... ... ..t i (0.85)
Total from investment operations) . .. ... o e (0.84)
Less Distributions:
Dividends from net investmentincome . ... ... ... .. (0.01)
Net Asset Value, end of PEriOd . . .. ... o i e $ 9.15
Total Investment Return(b) . ... . (8.39)%
Ratios/Supplemental Data:
Net assetsgend of period (in MIlliONS) . ... ... $ 43
Ratios to'avefiage net assets:(c)(d)
EXPONS S . . s 1.00%
Netinvestmentincome ... ... ... ... 0.40%
Portfolio tUrNOVEr rate(€) . . .. ..ot e 25%

(a) Commencement of operations.

(b) Total investment return is calculated assuming a purchase of shares on the first day and a sale on the last day of each period reported and

includes reinvestment of dividends and distributions. Total investment returns for less than a full year are not annualized.

(c) Annualized.

(d) Net of expense subsidy. If the investment adviser had not subsidized expenses, the annualized expense and net investment income ratios would

have been 5.48% and (4.08)%, respectively, for the period ended December 31, 2000.

(e) Not annualized.
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Financial Highlights
SP MFS Mid-Cap Growth Portfolio

September 22, 2000(a)
through
December 31, 2000

Per Share Operating Performance:

(a) Commencement of operations.

(b) Total investment return is calculated assuming a purchase of shares on the first day and a sale on the last day of each period reported and
includes reinvestment of dividends and distributions. Total investment returns for less than’a full year are not annualized.

E
;' Net Asset Value, beginning of period . . ... .. $10.00
~  Income from Investment Operations:

—  Netinvestment iNCOMEe . .. .. .. 0.02
< Netrealized and unrealized loss oninvestments . ................ i (0.25)
5 Total from investment 0perations . . .. ... ... . (0.23)
Iu>_= Less Distributions:

m  Dividends from netinvestmentincome ........ ... ... (0.02)
E Distributions from net realized gains . . ... ... i (0.06)
.2. Total diStHDUIONS . . ...ttt e e e e e (0.08)
% Net Asset Value, end of Period . . ... ... e $ 9.69
E Total Investment Return(b) . ......... ... (2.26)%
_C'? Ratios/Supplemental Data:

=3 Netassets, end of period (iIn MIlliONS) . ... ... e $ 56
g Ratios to average net assets:(c)(d)

« EXPENSES . . 1.00%
- Net investment iNCOME . ... ... 1.16%
Q  Portfolio turnover rate(e) . .. ... ...oov it 27%
m

0

-

c

w

m

(%]

(c) Annualized.

(d) Net of expense subsidy. If the investment adviser had not subsidized expenses, the annualized expense and net investment income ratios would
have been 4.59% and (2.43)%, respectively, for the period ended Deceniber 31, 2000.

(e) Not annualized.

SP Pimco Total Return Portfolio

September 22, 2000(a)
through

g
- December 31, 2000

Per Share Operating Performance:

Net Asset Value, beginning of period . . ... ... . o $10.00

Income From Investment Operations:

Netinvestment inCome . . ... ... A N 0.13

Net realized and unrealized gain oninvestments .......... ... ... ... . . . . 0.39
Total from investment OperatioNs . . . . . ... 0.52

Less Distributions:

Dividends from net investmentinCome . . .. ... ... (0.11)
Distributions from net realiz€d gains . . ... ... . (0.01)
Total distribUtioNs s bt . oo (0.12)
Net Asset Value, end of period . . ... ... . $10.40
Total Investment Return(b) . .. ... ... 5.18%
Ratios/Supplemental Data:
Net assets, end of period (in MIlliONS) . . . . ... o $ 10.7
Ratios to average net assets(c)(e):
EX PSS . . o 0.76%
Netinvestment INCome . .. .. .. e 5.94%
Portfolio turnover rate(d) . ... ... oot e e 239%

(a) Commencement of operations.

(b) Total investment return is calculated assuming a purchase of shares on the first day and a sale on the last day of each period reported and
includes reinvestment of dividends and distributions. Total investment returns for less than a full year are not annualized.

(c) Annualized.
(d) Not annualized.

(e) Net of expense subsidy. If the investment adviser had not subsidized expenses, the annualized expense and net investment income ratios would
have been 2.73% and 3.97%, respectively, for the period ended December 31, 2000.
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Financial Highlights
SP Prudential U.S. Emerging Growth Portfolio

September 22, 2000(a)
through
December 31, 2000

Per Share Operating Performance:

Net Asset Value, beginning of period . ... ... $ 10.00
Income from Investment Operations:
Netinvestmentincome .. ... ... ... 0.01
Net realized and unrealized loss on investments . ............. ... (1.62)
Total from investment operations . .......... .. i e (1.61)
Less Distributions:
Dividends from net investmentincome ... ... ... (0.01)
Total distributions . . . ... . e (0.01)
Net Asset Value, end of period . . ... ..o $ (838
Total Investment Return(b) . ......... .. (16.11)%
Ratios/Supplemental Data:
Net assets, end of period (iIn MillionNS) .. ... .. . $ 64
Ratios to average net assets:(c)(e)
EXPONSES 0.90%
Netinvestmentincome . ....... ... . 0.49%
Portfolio turnover rate(d) . . ... ..o i 82%

(a) Commencement of operations.

(b) Total investment return is calculated assuming a purchase of shares on the first day.andsa sale on the last day of each period reported and
includes reinvestment of dividends and distributions. Total investment returns for less thama full year are not annualized.

(c) Annualized.
(d) Not annualized.

(e) Net of expense subsidy. If the investment adviser had not subsidized expenses, the annualized expense and net investment income ratios would
have been 4.26% and (2.87)%, respectively, for the period ended December 31, 2000.

SP Small/Mid Cap Value Portfolio

September 22, 2000(a)
through
December 31, 2000
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Per Share Operating Performance:

Net Asset Value, beginning of period . . ... ... . v $10.00

Income From Investment Operations:

Netinvestment income ... ... .. . .. o 0.03

Net realized and unrealized gain oninvestments .............. ... ... .. i i 1.10
Total from investment operations (o . .. o 1.13

Less Distributions:
Dividends from net investment iInCOME(b) .. ... ... oo —

Total distribUIONS . .. h L . e o e —

Net Asset Value, end of PO . . . ... ... e e $11.13
Total Investment RetUrn(C) . . .. ... ... . 11.33%
Ratios/SupplementahData:
Net assets, end of period (in MIllioNS) . . ... ... oot $ 6.1
Ratios to average net assets:(d)(e)
EXP NS . ot 1.05%
Netinvestment INCoOmMe . . .. .. o 1.79%
Portfolio turnover rate(f) . . ... .. o 18%

(a) Commencement of operations.
(b) Less than $0.005 per share.

(c) Total investment return is calculated assuming a purchase of shares on the first day and a sale on the last day of each period reported and
includes reinvestment of dividends and distributions. Total investment returns for less than a full year are not annualized.

(d) Annualized.

(e) Net of expense subsidy. If the investment adviser had not subsidized expenses, the annualized expense and net investment income ratios would
have been 4.84% and (2.00)%, respectively, for the period ended December 31, 2000.

(f) Not annualized.
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Financial Highlights
SP Strategic Partners Focused Growth Portfolio

September 22, 2000(a)
through
December 31, 2000

Per Share Operating Performance:
Net Asset Value, beginning of period . . . ... . $ 10.00

Income from Investment Operations:
Net investment income(b) . . ... ... e

A
>
S I
2

Net realized and unrealized lossoninvestments ........... ... ... ... ... ... ..
Total from investment operations .. ....... ... .. (2.06)

Less Distributions:
Dividends from net investmentincome(b) . .......... —
Net Asset Value, end of period . . ... ... e $ 7.94
Total Investment Return(C) ........ ... . (20.47)%
Ratios/Supplemental Data:
Net assets, end of period (in MillioNs) .. ... . s $ 59
Ratios to average net assets:(d)(e)

EXPENSES . 1.01%

Netinvestmentincome ....... ... ... . . 0.18%
Portfolio turnover rate(f) . ...... ... 37%

(a) Commencement of operations.
(b) Less than $0.005 per share.

(c) Total investment return is calculated assuming a purchase of shares on the first day,andja sale on the last day of each period reported and
includes reinvestment of dividends and distributions. Total investment returns for less thama full year are not annualized.

(d) Annualized.

(e) Net of expense subsidy. If the investment adviser had not subsidized expenses,‘the annualized expense and net investment income ratios would
have been 3.88% and (2.69%), respectively, for the period ended December 3j, 2000.

(f) Not annualized.
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For more information

Additional information about the Fund and each Portfolio can be obtained upon request without charge and can be
found in the following documents:

Statement of Additional Information (SAl)

(incorporated by reference into this prospectus)

Annual Report

(including a discussion of market conditions and strategies that significantly affected the Portfolios’ pérformance during
the previous year)

Semi-Annual Report

To obtain these documents or to ask any questions about the Fund:

Call toll-free (800) 778-2255

Write to The Prudential Series Fund, Inc., 751 Broad Street, Newark, NJ 07102-3777

S$3SN.LD3dSOUd ;,SNOILJO LNIWLSIANI ITaVRIVA ‘ 11 Ldvd

You can also obtain copies of Fund documents from the Securities and Exchange Commission as follows:

By Mail:

Securities and Exchange Commission
Public Reference Section
-Washington, DC 20549-0102

By Electronic Request:

publicinfo@sec.gov

(The SEC charges a fee to €opy documents.)

In Person:

Public Reference Room
in Washington, DC
(For hours/of operation, call 1-202-942-8090)

Via the Internet:

on the EDGAR Database at
http://www.sec.gov

SEC File No. 811-03623



AIM V.I. GROWTH
AND INCOME FUND

Shares of the fund are currently offered only to insurance company separate accounts,
AIM V.I. Growth and Income Fund seeks to provide growth of capital with a secondary objective
of current income.

Prospectus
May 1, 2001
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This prospectus contains important information. Please read
it before.investing and keep it for future reference.

As-with all other mutual fund securities, the Securities and
Exchange Commission has not approved or disapproved

these securities or determined whether the information in
this prospectus is adequate or accurate. Anyone who tells you
otherwise is committing a crime.

An investment in the fund: -
* is not FDIC insured;
* may lose value; and
* is not guaranteed by a bank.

PN
AIM

FUND So Invest with DISCIPLINE®
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AIM V.I. GROWTH AND INCOME FUND

Investment Objectives and Strategies

The fund’s primary investment objective is growth of capital with
a secondary objective of current income. The investment objec-
tives of the fund may be changed by the Board of Trustees
without shareholder approval.

The fund seeks to meet its objectives by investing at least 65%
of its total assets in securities of established companies that have
long-term above-average growth in earnings and dividends, and
growth companies that the portfolio managers believe have the
potential for above-average growth in earnings and dividends.
The portfolio managers consider whether to sell a particular

security when they believe the security no longer has that
potential. The fund may also invest up to 25% of its total assets in
foreign securities. Any percentage limitations with respect to
assets of the fund are applied at the time of purchase.

In anticipation of or in response to adverse market conditions,
for cash management purposes, or for defensive purposes, the
fund may temporarily hold all or a portion of its assets\inicash,
money market instruments, shares of affiliated mofiey.'market
funds, bonds or other debt securities. As a result,‘the fund may
not achieve its investment objectives.

Principal Risks of Investing in the Fund

There is a risk that you could lose all or a portion of your
investment in the fund and that the income you may receive from
your investment may vary. The value of your investment in the
fund will go up and down with the prices of the securities in
which the fund invests. The prices of equity securities change in
response to many factors, including the historical and prospec-
tive earnings of the issuer, the value of its assets, general
economic conditions, interest rates, investor perceptions and
market liquidity. The values of the convertible securities in which
the fund may invest also will be affected by market interest rates,
the risk that the issuer may default on interest or principal
payments and the value of the underlying common stock inte
which these securities may be converted. Specifically, since ‘these
types of convertible securities pay fixed interest and dividends,
their values may fall if market interest rates rise and’gise if
market interest rates fall. Additionally, an issuer‘may have the
right to buy back certain of the convertible seeurities at a time
and at a price that is unfavorable to the fund.

The prices of foreign securities may.be further affected by
other factors, including;

* Currency exchange rates—"The dollar value of the fund’s
foreign investments will'be“affected by changes in the exchange
rates between the dollar-and the currencies in which those
investments are traded.

* Political and economic/conditions—The value of the fund’s
foreign investmentssuiay be adversely affected by political and
social instability in“their home countries and by changes in
economic oftaxation policies in those countries.

* Regulations=—Foreign companies generally are subject to less
stringent regulations, including financial and accounting
controls, than are U.S. companies. As a result, there generally
is less publicly available information about foreign compa-
nies than about U.S. companies.

* Markets—The securities markets of other countries are
smaller than U.S. securities markets. As a result, many foreign
securities may be less liquid and more volatile than U.S.
securities.

These factors may affect the prices of securities issued by
foreign companies located in developing countries more than
those in countries with mature economies. For example, many
developing countries have, in the past, experienced high rates of
inflation or sharply devaluated their currencies against the U.S.
dollar, thereby causing the value of investments in companies
located in those countries to decline. Transaction costs are
often higher in developing countries and there may be delays in
settlement procedures.
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AIM V.I. GROWTH AND INCOME FUND

Performance Information

The bar chart and table shown below provide an indication of the risks of investing in the fund. The fund’s past performance is not
necessarily an indication of its future performance. The bar chart and performance table shown do not reflect charges at the separate
account level. If they did, the performance shown would be lower.

ANNUAL TOTAL RETURNS

I M
I R o
33.86% A5

20 N 99%% e e s

... W e e e . ee . ________

O N
14.56%

B S
12/31/95 12/31/96 12/31/97 12/31/98 12/31/99 12/31/00

During the periods shown in the bar chart, the highest quarterly return was 26.48% (quarter ended December 31, 1998) and the lowest
quarterly return was -16.33% (quarter ended December-31y,2000).

PERFORMANCE TABLE
The following performance table compares the,_fund’s performance to that of a broad-based securities market index.

Average Annual Total Returns

(for the periods ended

Since Inception
December 31, 2000) 1 Year 5 Years Inception Date
AIM V.I. Growth and, Incomé Fund (14.56)% 17.17% 17.66% 05/02/94
Standard & Poors, 500 Index(1) 9.100% 18.33% 19.70%(2) 04/30/94(2)

(1) The Standard, &Poor’s 500 Index is an unmanaged index of common stocks frequently used as a general measure of U.S. stock market performance.
(2) The average“annual total return given is since the date closest to the inception date of the fund.



AIM V.I. GROWTH AND INCOME FUND

Fund Management

THE ADVISOR

A I M Advisors, Inc. (the advisor) serves as the fund’s investment
advisor. The advisor is located at 11 Greenway Plaza, Suite 100,
Houston, Texas 77046-1173. The advisor supervises all aspects
of the fund’s operations and provides investment advisory
services to the fund, including obtaining and evaluating eco-
nomic, statistical and financial information to formulate and
implement investment programs for the fund.

The advisor has acted as an investment advisor since its
organization in 1976. Today, the advisor, together with its
subsidiaries, advises or manages over 135 investment portfolios,
including the fund, encompassing a broad range of investment
objectives.

ADVISOR COMPENSATION

During the fund’s last fiscal year ended December 31, 2000, the
advisor received compensation of 0.60% of the fund’s average
net assets.

PORTFOLIO MANAGERS

The advisor uses a team approach to investment management.
The individual members of the team who are primarily responsi-
ble for the day-to-day management of the fund’s portfolio are
as follows:

* Monika H. Degan, Senior Portfolio Manager, who hascbeen
responsible for the fund since 2000 and has been-associated
with the advisor and/or its affiliates since 1995¢

* Lanny H. Sachnowitz, Senior Portfolio Manager, who has been
responsible for the fund since 1994, and has been associated
with the advisor and/or its affiliates/since 1987.
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AIM V.I. GROWTH AND INCOME FUND

Other Information

PURCHASE AND REDEMPTION OF SHARES

The fund ordinarily effects orders to purchase and redeem
shares at the fund’s next computed net asset value after it
receives an order. Life insurance companies participating in the
fund serve as the fund’s designee for receiving orders of
separate accounts that invest in the fund.

Shares of the fund are offered in connection with mixed and
shared funding, i.e., to separate accounts of affiliated and
unaffiliated life insurance companies funding variable annuity
contracts and variable life insurance policies. The fund currently
offers shares only to insurance company separate accounts. In
the future, the fund may offer them to pension and retirement
plans that qualify for special federal income tax treatment. Due to
differences in tax treatment and other considerations, the
interests of variable contract owners investing in separate
accounts investing in the fund, and the interests of plan
participants investing in the fund, may conflict.

Mixed and shared funding may present certain conflicts of
interest. The Board of Trustees of the fund will monitor for the
existence of any material conflicts and determine what action, if
any, should be taken. A fund’s net asset value could decrease if
it had to sell investment securities to pay redemption proceeds to
a separate account (or plan) withdrawing because of a conflict.

PRICING OF SHARES

The fund prices its shares based on its net asset value. The fund
values portfolio securities for which market quotations are
readily available at market value. The fund values short‘térim
investments maturing within 60 days at amortized ¢08t; ‘Which
approximates market value. The fund values all“other securities
and assets at their fair value. Securities and other assets quoted
in foreign currencies are valued in U.S. dollafS based on the
prevailing exchange rates on that day: I addition, if, between the
time trading ends on a particular secutity and the close of the
customary trading session of the New York Stock Exchange
(NYSE), events occur that miaterially affect the value of the

security, the fund may value the security at its fair value as
determined in good faith by or under the supervision of the
Board of Trustees. The effect of using fair value pricing is that the
fund’s net asset value will be subject to the judgment of the
Board of Trustees or its designee instead of being determined by
the market. Because the fund may invest in securities that are
primarily listed on foreign exchanges, the value of the\fund’s
shares may change on days when the separate account-will not
be able to purchase or redeem shares. The fund détermines the
net asset value of its shares as of the close-of‘the customary
trading session of the NYSE on each day the NYSE is open for
business.

TAXES

The amount, timing and character of distributions to the separate
account may be affected\by-special tax rules applicable to
certain investments putchased by the fund. Holders of variable
contracts should«tefer to the prospectus for their contracts for
information_regarding the tax consequences of owning such
contracts,and.should consult their tax advisors before investing.

DIVIDENDS AND DISTRIBUTIONS

Dividends

The fund generally declares and pays dividends, if any, annually
to separate accounts of participating life insurance companies.
The fund expects that its distributions will consist primarily of
capital gains.

Capital Gains Distributions
The fund generally distributes long-term and short-term capital
gains, if any, annually to separate accounts of participating life
insurance companies.

At the election of participating life insurance companies,
dividends and distributions are automatically reinvested at net
asset value in shares of the fund.



AIM V.I. GROWTH AND INCOME FUND

Financial Highlights

The financial highlights table is intended to help you understand The table shows the financial highlights for a share of the fund
the fund’s financial performance. Certain information reflects outstanding during each of the fiscal years (or periods)
financial results for a single fund share. indicated.

The total returns in the table represent the rate that an This information has been audited by Tait, Weller & Baker,
investor would have earned (or lost) on an investment in the whose report, along with the fund’s financial statements, is
fund (assuming reinvestment of all dividends and distributions). included in the fund’s annual report, which is available upon

request.

Year Ended December 31,
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2000 1999 1998 1997 1996
Net asset value, beginning of period $ 3159 $ 2375 $ 18.87 $ 14503 $ 12.68
Income from investment operations:
Net investment income 0.01 0.06 0.26 0.13 0.16
Net gains (losses) on securities (both realized and
unrealized) (4.56) 8.05 4,95 3.74 2.36
Total from investment operations (4.55) 8.11 521 3.87 2.52
Less distributions:
Dividends from net investment income (0.04) (0.16) (0.09) (0.01) (0.14)
Distributions from net realized gains (0.81) (0.1 (0.24) (0.02) (0.03)
Total distributions (0.85) (0.27) (0.33) (0.03) 0.17)
Net asset value, end of period $ 20619 $ .= 3159 $ 2375 $ 1887 $ 15.03
Total return® (14.56)% 34.25% 27.68% 25.72% 19.95%
Ratios/supplemental data:
Net assets, end of period (000s omitted) $2,514;262 $2,443,264 $1,262,059 $639,113 $209,332
Ratio of expenses to average net assets 085%® 0.77% 0.65% 0.69% 0.78%
Ratio of net investment income to average net assets 0.04%® 0.22% 1.34% 1.15% 2.05%
Portfolio turnover rate 75% 93% 140% 135% 148%

@ Calculated using average shares outstanding.
® Ratios are based on average daily net assets of $2,688,675,129.
© Total return does not reflect charges at the separaté aceount level.
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AIM V.I. GROWTH AND INCOME

FUND

Obtaining Additional Information

More information may be obtained free of charge upon request.
The Statement of Additional Information (SAI), a current version
of which is on file with the Securities and Exchange Commis-
sion (SEC), contains more details about the fund and is
incorporated by reference into the prospectus (is legally a part of
this prospectus). Annual and semiannual reports to sharehold-
ers contain additional information about the fund’s investments.
The fund’s annual report also discusses the market conditions
and investment strategies that significantly affected the fund’s
performance during its last fiscal year.

If you wish to obtain free copies of the fund’s current SAL
please send a written request to A IM Distributors, Inc.,

11 Greenway Plaza, Suite 100, Houston, Texas 77046-1173 or
call (800) 410-4246.

You also can review and obtain copies of the fund’s SAI
reports and other information at the SEC’s Public Reference
Room in Washington, DC; on the EDGAR database on the SEC's
Internet website (http://www.sec.gov); or, after paying a dupli-
cation fee, by sending a letter to the SEC’s Public Reference
Section, Washington, DC 20549-0102 or by sending an electronic
mail request to publicinfo@sec.gov. Please call the SEC at
1-202-942-8090 for information about the Public Reference
Room.

AIM V.I. Growth and Income Fund

SEC 1940 Act file number: 811-7452

FUNDSe www.aimfunds.com

Invest with DISCIPLINE®



AIM V.1. VALUE FUND

Shares of the fund are currently offered only to insurance company separate accounts.
AIM V.I. Value Fund seeks to achieve long-term growth of capital. Income is a secondary objective.

Prospectus
May 1, 2001

This prospectus contains iiportant information. Please read
it before investing and keep it for future reference.
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As with all other.mutual fund securities, the Securities and
Exchange Commission has not approved or disapproved

these securities or determined whether the information in
this prospectus is adequate or accurate. Anyone who tells you
othérivise is committing a crime.

An investment in the fund:
* is not FDIC insured;
* may lose value; and
* is not guaranteed by a bank.

PN
AIM

FUND So Invest with DISCIPLINE®
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AIM V.I. VALUE FUND
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AIM V.I.

VALUE FUND

Investment Objectives and Strategies

The fund’s investment objective is to achieve long-term growth of
capital. Income is a secondary objective. The investment objec-
tives of the fund may be changed by the Board of Trustees
without shareholder approval.

The fund seeks to meet its objectives by investing primarily in
equity securities judged by the fund’s investment advisor to be
undervalued relative to the investment advisor’s appraisal of the
current or projected earnings of the companies issuing the
securities, or relative to current market values of assets owned by
the companies issuing the securities or relative to the equity
market generally. The fund also may invest in preferred stocks
and debt instruments that have prospects for growth of capital.
The fund also may invest up to 25% of its total assets in foreign
securities. Any percentage limitations with respect to assets of
the fund are applied at the time of purchase.

The portfolio managers focus on undervalued equity securities
of (1) out-of-favor cyclical growth companies; (2) established

growth companies that are undervalued compared to historical
relative valuation parameters; (3) companies where there is
early but tangible evidence of improving prospects that are not
vet reflected in the price of the company’s equity securities; and
(4) companies whose equity securities are selling at prices that
do not reflect the current market value of their assets and where
there is reason to expect realization of this potential in\the’form
of increased equity values. The portfolio managers consider
whether to sell a particular security when they believe the
company no longer fits into any of the above categories.

In anticipation of or in response to adverse.market conditions,
for cash management purposes, or for-defensive purposes, the
fund may temporarily hold all or,a poction of its assets in cash,
money market instrument, shages, of affiliated money market
funds, bonds or other debt seécuirities. As a result, the fund may
not achieve its investment’ phjéctives.

Principal Risks of Investing in the Fund

There is a risk that you could lose all or a portion of your
investment in the fund and that the income you may receive from
your investment may vary. The value of your investment in the
fund will go up and down with the prices of the securities in
which the fund invests. The price of equity securities change-in
response to many factors, including the historical and prospecs
tive earnings of the issuer, the value of its assets, general
economic conditions, interest rates, investor percepfions and
market liquidity.

The prices of foreign securities may be further affected by
other factors, including;

* Currency exchange rates—The dollar’value of the fund’s
foreign investments will be affected by changes in the exchange
rates between the dollar and-flie currencies in which those
investments are traded,

* Political and economic conditions—The value of the fund’s
foreign investments-may be adversely affected by political and
social instability~in their home countries and by changes in
economi¢ ortaxation policies in those countries.

* Regulations—TForeign companies generally are subject to less
stringent regulations, including financial and accounting con-
trols, than are U.S. companies. As a result, there generally is

less\ publicly available information about foreign companies
than about U.S. companies.

* Markets—The securities markets of other countries are
smaller than U.S. securities markets. As a result, many foreign
securities may be less liquid and more volatile than
U.S. securities.

These factors may affect the prices of securities issued by
foreign companies located in developing countries more than
those in countries with mature economies. For example, many
developing countries have, in the past, experienced high rates of
inflation or sharply devaluated their currencies against the
U.S. dollar, thereby causing the value of investments in compa-
nies located in those countries to decline. Transaction costs are
often higher in developing countries and there may be delays in
settlement procedures.

If the seller of a repurchase agreement in which the fund
invests defaults on its obligation or declares bankruptcy, the fund
may experience delays in selling the securities underlying the
repurchase agreement. As a result, the fund may incur losses
arising from decline in the value of those securities, reduced
levels of income and expenses of enforcing its rights.
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AIM V.I. VALUE FUND

Performance Information

The bar chart and table shown below provide an indication of the risks of investing in the fund. The fund’s past performance is not
necessarily an indication of its future performance. The bar chart and performance table shown do not reflect charges at the separate rate
account level. If they did, the performance shown would be lower.

ANNUAL TOTAL RETURNS

12/31/94 12/31/95 12/31/96 12/31797 12/31/98 12/31/99 12/31/00

During the periods shown in the bar chart, the highest quarterly return was 27.04% (quarter ended December 31, 1998) and the lowest
quarterly return was -12.00% (quarter ended September-30,°1998).

PERFORMANCE TABLE
The following performance table compares the fund’s performance to that of a broad-based securities market index.

Average Annual Total Returns

(for the periods

Since Inception
ended December 31, 2000) 1 Year 5 Years Inception Date
AIM V.I. Value Fund (14.65)% 15.87% 17.33% 05/05/93
Standard & Poors,500 Index(1) (9.100% 18.33% 17.72%(2) 04/30/93(2)

(1) The Standard, &Poor’s 500 Index is an unmanaged index of common stocks frequently used as a general measure of U.S. stock market performance.
(2) The ayerage‘annual total return given is since the date closest to the inception date of the fund.



AIM V.I.

VALUE FUND

Fund Management

THE ADVISOR

A I M Advisors, Inc. (the advisor) serves as the fund’s investment
advisor. The advisor is located at 11 Greenway Plaza, Suite 100,
Houston, Texas 77046-1173. The advisor supervises all aspects
of the fund’s operations and provides investment advisory
services to the fund, including obtaining and evaluating eco-
nomic, statistical and financial information to formulate and
implement investment programs for the fund.

The advisor has acted as an investment advisor since its
organization in 1976. Today, the advisor, together with its
subsidiaries, advises or manages over 135 investment portfolios,
including the fund, encompassing a broad range of investment
objectives.

ADVISOR COMPENSATION
During the fund’s last fiscal year ended December 31, 2000, the
advisor received compensation of 0.61% of average net assets.

PORTFOLIO MANAGERS

The advisor uses a team approach to investment management.
The individual members of the team who are primarily responsi-
ble for the day-to-day management of the fund’s portfolio are
as follows:

* Joel E. Dobberpuhl, Senior Portfolio Manager, who_hasybeen
responsible for the fund since 1993, and has been assqociated
with the advisor and/or its affiliates since 1990«

* Evan G. Harrel, Senior Portfolio Manager,vho has been
responsible for the fund since 1998 and has been associated
with the advisor and/or its affiliates since 1998. From 1994 to
1998, he was Vice President and-pertfolio manager of Van
Kampen American Capital Asset,Management, Inc. and portfo-
lio manager of various grewth-and equity funds.

* Robert A. Shelton, SeniorPortfolio Manager, who has been
responsible for thé fund since 1997 and has been associated
with the advisot and/or its affiliates since 1995.
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AIM V.I.

VALUE FUND

Other Information

PURCHASE AND REDEMPTION OF SHARES

The fund ordinarily effects orders to purchase and redeem
shares at the fund’s next computed net asset value after it
receives an order. Life insurance companies participating in the
fund serve as the fund’s designee for receiving orders of
separate accounts that invest in the fund.

Shares of the fund are offered in connection with mixed and
shared funding, i.e., to separate accounts of affiliated and
unaffiliated life insurance companies funding variable annuity
contracts and variable life insurance policies. The fund currently
offers shares only to insurance company separate accounts. In
the future, the fund may offer them to pension and retirement
plans that qualify for special federal income tax treatment. Due to
differences in tax treatment and other considerations, the
interests of variable contract owners investing in separate
accounts investing in the fund, and the interests of plan
participants investing in the fund, may conflict.

Mixed and shared funding may present certain conflicts of
interest. The Board of Trustees of the fund will monitor for the
existence of any material conflicts and determine what action, if
any, should be taken. A fund’s net asset value could decrease if
it had to sell investment securities to pay redemption proceeds to
a separate account (or plan) withdrawing because of a conflict.

PRICING OF SHARES

The fund prices its shares based on its net asset value. The fund
values portfolio securities for which market quotation$\aré
readily available at market value. The fund values-short-term
investments maturing within 60 days at amortized\cost, which
approximates market value. The fund valuesiall*other securities
and assets at their fair value. Securities and-other assets quoted
in foreign currencies are valued in #S:ndollars based on the
prevailing exchange rates on that day; In addition, if, between the
time trading ends on a particular)security and the close of the
customary trading sessiofvofithe New York Stock Exchange

(NYSE), events occur that materially affect the value of the
security, the fund may value the security at its fair value as
determined in good faith by or under the supervision of the
Board of Trustees. The effect of using fair value pricing is that the
fund’s net asset value will be subject to the judgment of-the
Board of Trustees or its designee instead of being determined by
the market. Because the fund may invest in securities that are
primarily listed on foreign exchanges, the value of-the fund’s
shares may change on days when the separate ‘account will not
be able to purchase or redeem shares. TheMiind determines the
net asset value of its shares as of the.close of the customary
trading session of the NYSE on ea¢h™day the NYSE is open for
business.

TAXES

The amount, timing and character of distributions to the separate
account may heyaffected by special tax rules applicable to
certain investments purchased by the fund. Holders of variable
contracts_should refer to the prospectus for their contracts for
information regarding the tax consequences of owning such
contracts and should consult their tax advisors before investing.

DIVIDENDS AND DISTRIBUTIONS

Dividends
The fund generally declares and pays dividends, if any, annually
to separate accounts of participating life insurance companies.

Capital Gains Distributions
The fund generally distributes long-term and short-term capital
gains, if any, annually to separate accounts of participating life
insurance companies.

At the election of participating life insurance companies,
dividends and distributions are automatically reinvested at net
asset value in shares of the fund.



AIM V.I. VALUE

FUND

Financial Highlights

The financial highlights table is intended to help you understand
the fund’s financial performance. Certain information reflects

financial results for a single fund share. indicated.

The total returns in the table represent the rate that an This information has been audited by Tait, Weller & Baker,
investor would have earned (or lost) on an investment in the whose report, along with the fund’s financial statements,-is
fund (assuming reinvestment of all dividends and distributions). included in the fund’s annual report, which is available-upon

request.

The table shows the financial highlights for a share of the fund
outstanding during each of the fiscal years (or periods)

Year Ended December 31,

2000® 1999 1998 1997 1996
Net asset value, beginning of period $ 3350 $ 2625 $ 2083 $ 17.48 $ 16.11
Income from investment operations:
Net investment income 0.04 0.06 0:09 0.08 0.30
Net gains (losses) on securities (both realized and unrealized) (4.94) 7.76 6.59 4.05 2.09
Total from investment operations (4.90) 7.82 6.68 4.13 2.39
Less distributions:
Dividends from net investment income (0.04) (0.09) (0.13) (0.19) (0.10)
Distributions from net realized gains (1.26) (0:48). (1.13) (0.59) (0.92)
Total distributions (1.30) (0.572) (1.26) (0.78) (1.02)
Net asset value, end of period $ 2730 $. ) 33.50 $ 2625 $ 2083 $ 17.48
Total return® (14.68)% 29.90% 32.41% 23.69% 15.02%
Ratios/supplemental data:
Net assets, end of period (000s omitted) $2,7467161 $2,383,367 $1,221,384 $690,841 $369,735
Ratio of expenses to average net assets 0.84% " 0.76% 0.66% 0.70% 0.73%
Ratio of net investment income to average net assets 0.12%® 0.20% 0.68% 1.05% 2.00%
Portfolio turnover rate 62% 62% 100% 127% 129%

@ Calculated using average shares outstanding.
® Ratios are based on average daily net assets of $2,733)652,844.
© Total return does not reflect charges at the separate, account level.
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AIM V.I. VALUE

FUND

Obtaining Additional Information

More information may be obtained free of charge upon request.
The Statement of Additional Information (SAI), a current version
of which is on file with the Securities and Exchange Commis-
sion (SEC), contains more details about the fund and is
incorporated by reference into the prospectus (is legally a part of
this prospectus). Annual and semiannual reports to sharehold-
ers contain additional information about the fund’s investments.
The fund’s annual report also discusses the market conditions
and investment strategies that significantly affected the fund’s
performance during its last fiscal year.

If you wish to obtain free copies of the fund’s current SAL
please send a written request to A IM Distributors, Inc.,

11 Greenway Plaza, Suite 100, Houston, Texas 77046-1173 or
call (800) 410-4246.

You also can review and obtain copies of the fund’s SAI
reports and other information at the SEC’s Public Reference
Room in Washington, DC; on the EDGAR database on the SEC's
Internet website (http://www.sec.gov); or, after paying a dupli-
cation fee, by sending a letter to the SEC’s Public Reference
Section, Washington, DC 20549-0102 or by sending an electronic
mail request to publicinfo@sec.gov. Please call the SEC at
1-202-942-8090 for information about the Public Reference
Room.

AIM V.I. Value Fund

SEC 1940 Act file number: 811-7452

FUNDSe www.aimfunds.com

Invest with DISCIPLINE®



Class B Prospectus

ALLIJANCE VARIABLE PRODUCTS
SERIES FUND, INC.
May 1, 2001
Premier Growth Portfolio
This Prospectus describes the Portfolio that is available as the underlying investment through your variable
contract. For information about your variable contract, including information about insurance-related

expenses, see the prospectus for your variable contract which accompanies this Prospectus:

The Securities and Exchange Commission has not approved or disapproved these securities-enpassed upon the
adequacy of this Prospectus. Any representation to the contrary is a criminalyoffense.
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Investment Products Offered

» Are Not FDIC Insured
» May Lose Value
p Are Not Bank Guaranteed
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This Prospectus describes the Premier Growth Portfolio of Alliance Variable Products Series Fund. The
Portfolio’s investment adviser is Alliance Capital Management L.P., a global investment manager providing
diversified services to institutions and individuals through a broad line of investments including more than 100
mutual funds.

RISK/RETURN SUMMARY

The following is a summary of certain key information about the Portfolio. You will find additional information
about the Portfolio, including a detailed description of the risks of an investment in the Portfolio, after this
Summary.

The Risk/Return Summary describes the Portfolio’s objectives, principal investment strategies and principal
risks. The Portfolio’s Summary Page includes a short discussion of some of the principal risks,of‘investing in the
Portfolio. A further discussion of these and other risks starts on page 6.

More detailed descriptions of the Portfolio, including the risks associated with investing\n the Portfolio, can be
found further back in this Prospectus. Please be sure to read this additional information/BEFORE you invest.
The Portfolio may at times use certain types of investment derivatives such as gptions, futures, forwards and
swaps. The use of these techniques involves special risks that are discussed in this Prospectus.

The Risk/Return Summary includes a table for the Portfolio showing it§ ayerage annual returns and a bar chart
showing its annual returns. The table and the bar chart provide an indication of the historical risk of an
investment in the Portfolio by showing:

. how the Portfolio’s average annual returns for one (five, and 10 years (or over the life of the Portfolio if
the Portfolio is less than 10 years old) compare to those of a broad-based securities market index; and

*  changes in the Portfolio’s performance from year to year over 10 years (or over the life of the Portfolio
if the Portfolio is less than 10 years old):

If the Portfolio’s returns reflected fees charged-by your variable contract, the returns shown in the table and bar
charts for the Portfolio would be lower.

The Portfolio’s past performance, 6f course, does not necessarily indicate how it will perform in the future. As
with all investments, you may lgs€ymoney by investing in the Portfolio.



Premier Growth Portfolio

Objective: The Portfolio’s investment objective is growth of capital by pursuing aggressive investment
policies.

Principal Investment Strategies and Risks: The Portfolio invests primarily in equity securities of U.S.
companies. Unlike most equity funds, the Portfolio focuses on a relatively small number of intensively
researched companies. Alliance selects the Portfolio’s investments from a research universe of more than
500 companies that have strong management, superior industry positions, excellent balance sheets, and
superior earnings growth prospects.

Normally, the Portfolio invests in about 40-60 companies, with the 25 most highly regarded of these
companies usually constituting approximately 70% of the Portfolio’s net assets. During market deglines,
while adding to positions in favored stocks, the Portfolio becomes somewhat more aggressive{ gradually
reducing the number of companies represented in its portfolio. Conversely, in rising markets, while reducing
or eliminating fully-valued positions, the Portfolio becomes somewhat more conservative, ‘gtadually
increasing the number of companies represented in its portfolio. Through this approach| Alliance seeks to
gain positive returns in good markets while providing some measure of protectiomint poor markets. The
Portfolio also may invest up to 20% of its net assets in convertible securities and=up,to 20% of its total assets
in equity securities of non-U.S. companies.

Among the principal risks of investing in the Portfolio are market risk and'focused portfolio risk. Because
the Portfolio invests in a smaller number of securities than many other.equity funds, your investment has the
risk that changes in the value of a single security may have a more sighificant effect, either negative or
positive, on the Portfolio’s net asset value. The Portfolio’s investnients in foreign securities have foreign
risk and currency risk.
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The table and bar chart provide an indication of the historicaltisk of an investment in the Portfolio.

Performance Information and Bar Chart

PEREORMANCE TABLE

Since
1 Year Inception
Portfolio ... .. N S .. —16778% —4.03%
Russell 1000 Growth Indexs. . .. .. ... ... ... . i —2242% —2.42%
S&PS500Index ..... 2 . e —-9.11% 0.74%

The average annual total returns in the performance table are for periods ended December 31, 2000. Since
Inception return information’is from July 14, 1999 for the Portfolio and July 31, 1999 for the Index.

BAR CHART

N/A N/A N/A N/A N/A N/AN/A N/A N/A -168
91 92 93 94 95 96 97 98 99

00
You should consider an investment in the Portfolio as a long-term investment. The Portfolio’s returns will
fluctuate over long and short periods. For example, during the period shown in the bar chart, the Portfolio’s:
Best quarter was up 6.61%, 1st quarter, 2000; and
Worst quarter was down — 13.91%, 4th quarter, 2000
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SUMMARY OF PRINCIPAL RISKS

The value of your investment in the Portfolio will change with changes in the values of the Portfolio’s
investments. Many factors can affect those values. In this Summary, we describe the principal risks that may
affect the Portfolio’s investments as a whole. The Portfolio could be subject to additional principal risks because
the types of investments made by the Portfolio can change over time. This Prospectus has additional descriptions
of the types of investments that appear in bold type in the discussions under ‘“Description of Additional
Investment Practices” or “Additional Risk Considerations.” These sections also include more information about
the Portfolio, its investments, and related risks.

*  Market Risk This is the risk that the value of the Portfolio’s investments will fluctuate as the stockjer
bond markets fluctuate and that prices overall will decline over shorter or longer-term periods.

*  Focused Portfolio Risk The Portfolio invests in a limited number of companies and may have more
risk because changes in the value of a single security may have a more significant effect, either
negative or positive, on the Portfolio’s net asset value.

*  Management Risk The Portfolio is subject to management risk because it is an actively managed
investment Portfolio. Alliance will apply its investment techniques and risK-analyses in making
investment decisions for the Portfolio, but there can be no guarantee that its'decisions will produce the
desired results. In some cases, derivative and other investment technigites, may be unavailable or
Alliance may determine not to use them, possibly even under market Conditions where their use could
benefit the Portfolio.



GLOSSARY
This Prospectus uses the following terms.
Types of Securities
Bonds are fixed, floating, and variable rate debt obligations.
Convertible securities are fixed-income securities that are convertible into common and preferred stock.
Debt securities are bonds, debentures, notes, and bills.

Depositary receipts include American Depositary Receipts (““ADRs”), Global Depositary Receipts: (“GDRs”)
and other types of depositary receipts.

Equity securities include (i) common stocks, partnership interests, business trust shares and,other equity or
ownership interests in business enterprises, and (ii) securities convertible into, and rights ‘and warrants to
subscribe for the purchase of, such stocks, shares and interests.

Fixed-income securities are debt securities and preferred stocks, including floafing rate and variable rate
instruments.

Foreign government securities are securities issued or guaranteed, as fo payment of principal and interest, by
foreign governments, quasi-governmental entities, or governmental agencies or other entities.

Rule 144A securities are securities that may be resold under rule 144A of the Securities Act.

U.S. Government securities are securities issued or guaranteed by the U.S. Government, its agencies or
instrumentalities.

Rating Agencies, Rated Securities and Indexes
Fitch is Fitch, Inc., the international ratingagency formed through the merger of Fitch IBCA, Inc. and Duff &
Phelps Credit Rating Co.

Investment grade securities are-fixed-income securities rated Baa and above by Moody’s or B and above by
S&P, Duff & Phelps or Fitch,cor détermined by Alliance to be of equivalent quality.

Lower-rated securities (are fixed-income securities rated Ba or below by Moody’s or BB or below by S&P, Duff

& Phelps or Fitch, or determined by Alliance to be of equivalent quality, and are commonly referred to as “junk
bonds.”

Moody’s is Moody’s Investors Service, Inc.
S&P.is'Standard & Poor’s Ratings Services.

S&P 500 Index is S&P’s 500 Composite Stock Price Index, a widely recognized unmanaged index of market
activity.

Other
1940 Act is the Investment Company Act of 1940, as amended.

Code is the Internal Revenue Code of 1986, as amended.
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Commission is the Securities and Exchange Commission.
Exchange is the New York Stock Exchange.

International company is an entity that (i) is organized under the laws of a foreign country and conducts
business in a foreign country, (ii) derives 50% or more of its total revenues from business in foreign countries, or
(iii) issues equity or debt securities that are traded principally on a stock exchange in a foreign country.

Non-U.S. company is an entity that (i) is organized under the laws of a foreign country, (ii) has its principal
place of business in a foreign country, and (iii) issues equity or debt securities that are traded principally in-a
foreign country. Securities issued by non-U.S. companies are known as foreign securities. Securities issued by a
company that does not fit the definition of Non-U.S. company above, are considered to be issued by &

U.S. company.

Securities Act is the Securities Act of 1933, as amended.



DESCRIPTION OF THE PORTFOLIO

This section of the Prospectus provides a more complete description of the Portfolio’s investment objectives,
principal strategies and risks. Of course, there can be no assurance that the Portfolio will achieve its investment
objective.

Please note that:

. Additional discussion of the Portfolio’s investments, including the risks of the investments, can be
found in the discussion under Description of Additional Investment Practices following this section.

»  The description of the principal risks for the Portfolio may include risks described in the Summary of
Principal Risks above. Additional information about the risks of investing in the Portfolio canbe
found in the discussion under Additional Risk Considerations.

*  Additional descriptions of the Portfolio’s strategies, investments and risks can be found in the
Portfolio’s Statement of Additional Information or SAIL

*  Except as noted, (i) the Portfolio’s investment objectives are “fundamental’and(cannot be changed
without a shareholder vote, and (ii) the Portfolio’s investment policies are fiot,fundamental and thus
can be changed without a shareholder vote. Where an investment policy-of restriction has a percentage
limitation, such limitation is applied at the time of investment. Changes in the market value of
securities in the Portfolio’s investments after they are purchased bjnthe Portfolio will not cause the
Portfolio to be in violation of such limitation.

INVESTMENT OBJECTIVES AND PRINCIPAL POLICIES

Premier Growth Portfolio

The Portfolio’s investment objective is growth of capital by*pursuing aggressive investment policies. The
Portfolio invests primarily in the equity securities of aJlimited number of large, carefully selected, high-quality
U.S. companies that are judged likely to achieve superior earnings growth. As a matter of fundamental policy, the
Portfolio normally invests at least 80% of its tetahassets in the equity securities of U.S. companies and up to 20%
of its assets in non-U.S. companies. Normally, about 40-60 companies will be represented in the Portfolio, with
the 25 most highly regarded of these compaiies usually constituting approximately 70% of the Portfolio’s net
assets. The Portfolio is thus atypical from most equity mutual funds in its focus on a relatively small number of
intensively researched companies. (The Portfolio is designed for those seeking to accumulate capital over time
with less volatility than that asso¢iated with investment in smaller companies.

Alliance’s investment strategy for the Portfolio emphasizes stock selection and investment in the securities of a
limited number of issuers-Alliance relies heavily upon the fundamental analysis and research of its large internal
research staff, whichgenerally follows a primary research universe of more than 500 companies that have strong
management, superior industry positions, excellent balance sheets and superior earnings growth prospects. An
emphasis is placed on identifying companies whose substantially above average prospective earnings growth is
not fully refledted in current market valuations.

In managing the Portfolio, Alliance seeks to utilize market volatility judiciously (assuming no change in
company fundamentals), striving to capitalize on apparently unwarranted price fluctuations, both to purchase or
inerease positions on weakness and to sell or reduce overpriced holdings. The Portfolio normally remains nearly
fully invested and does not take significant cash positions for market timing purposes. During market declines,
while adding to positions in favored stocks, the Portfolio becomes somewhat more aggressive, gradually
reducing the number of companies represented in its portfolio. Conversely, in rising markets, while reducing or
eliminating fully valued positions, the Portfolio becomes somewhat more conservative, gradually increasing the
number of companies represented in its portfolio. Alliance thus seeks to gain positive returns in good markets
while providing some measure of protection in poor markets.
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Alliance expects the average market capitalization of companies represented in the Portfolio normally to be in the
range, or in excess, of the average market capitalization of companies included in the S&P 500 Index.

The Portfolio also may:
«  invest up to 20% of its net assets in convertible securities;
*  investup to 20% of its total assets in foreign securities;
«  purchase and sell exchange-traded index options and stock index futures contracts;

»  write covered exchange-traded call options on its securities of up to 15% of its total assets, and
purchase and sell exchange-traded call and put options on common stocks written by others of up to,
for all options, 10% of its total assets;

. make short sales “against the box™ of up to 15% of its net assets;
*  investup to 5% of its net assets in rights or warrants;
«  invest up to 10% of its total assets in illiquid securities; and

*  make loans of portfolio securities up to 33 3% of its total assets (including collateral for any security
loaned).

Because the Portfolio invests in a smaller number of securities than many other equity Portfolios, your
investment also has the risk that changes in the value of a single security may havea more significant effect,
either negative or positive, on the Portfolio’s net asset value.

DESCRIPTION OF ADDITIONAL INVESTMENT PRACTICES

This section describes the Portfolio’s investment practices and associated-risks. Unless otherwise noted, the
Portfolio’s use of any of these practices was specified in the preyious section.

Derivatives. The Portfolio may use derivatives to achieve itS\investment objectives. Derivatives are financial
contracts whose value depends on, or is derived from, thewalue of an underlying asset, reference rate or index.
These assets, rates, and indices may include bonds, stoeks, mortgages, commodities, interest rates, currency
exchange rates, bond indices, and stock indices. Derivatives can be used to earn income or protect against risk, or
both. For example, one party with unwanted risk«nay agree to pass that risk to another party who is willing to
accept the risk, the second party being motivated,\for example, by the desire either to earn income in the form of
a fee or premium from the first party, or to.fedtice its own unwanted risk by attempting to pass all or part of that
risk to the first party.

Derivatives can be used by investors\such as the Portfolio to earn income and enhance returns, to hedge or adjust
the risk profile of a portfolio, andeither to replace more traditional direct investments or to obtain exposure to
otherwise inaccessible markefs:\The Portfolio is permitted to use derivatives for one or more of these purposes,
although the Portfolio genérally uses derivatives primarily as direct investments in order to enhance yields and
broaden portfolio diversification. Each of these uses entails greater risk than if derivatives were used solely for
hedging purposes. Derivatives are a valuable tool, which, when used properly, can provide significant benefits to
Portfolio shareholders. The Portfolio may take a significant position in those derivatives that are within its
investment pelicies if, in Alliance’s judgment, this represents the most effective response to current or
anticipated @arKet conditions. The Portfolio may make extensive use of carefully selected forwards and other
derivatives to achieve currency hedging. Alliance’s use of derivatives is subject to continuous risk assessment
and céntrol from the standpoint of the Portfolio’s investment objectives and policies.

Derivatives may be (1) standardized, exchange-traded contracts or (ii) customized, privately-negotiated contracts.
EXchange-traded derivatives tend to be more liquid and subject to less credit risk than those that are privately
negotiated.

There are four principal types of derivative instruments—options, futures, forwards, and swaps—from which
virtually any type of derivative transaction can be created.

*  Options—An option, which may be standardized and exchange-traded, or customized and privately
negotiated, is an agreement that, for a premium payment or fee, gives the option holder (the buyer)

10



the right but not the obligation to buy or sell the underlying asset (or settle for cash an amount based on
an underlying asset, rate or index) at a specified price (the exercise price) during a period of time or on
a specified date. A call option entitles the holder to purchase, and a put option entitles the holder to sell,
the underlying asset (or settle for cash an amount based on an underlying asset, rate or index).
Likewise, when an option is exercised the writer of the option is obligated to sell (in the case of a call
option) or to purchase (in the case of a put option) the underlying asset (or settle for cash an amount
based on an underlying asset, rate or index).

Futures—A futures contract is an agreement that obligates the buyer to buy and the seller to sell a
specified quantity of an underlying asset (or settle for cash the value of a contract based on an
underlying asset, rate or index) at a specific price on the contract maturity date. Futures contracts-are
standardized, exchange-traded instruments and are fungible (i.e., considered to be perfect substitutes
for each other). This fungibility allows futures contracts to be readily offset or cancelled'through the
acquisition of equal but opposite positions, which is the primary method in which futures contracts are
liquidated. A cash-settled futures contract does not require physical delivery of the tinderlying asset but
instead is settled for cash equal to the difference between the values of the contract,on the date it is
entered into and its maturity date.

Forwards—A forward contract is an obligation by one party to buy, and the-other party to sell, a
specific quantity of an underlying commeodity or other tangible asset fosan agreed upon price at a
future date. Forward contracts are customized, privately negotiated agreements designed to satisfy the
objectives of each party. A forward contract usually results in the’delivery of the underlying asset upon
maturity of the contract in return for the agreed upon payment.

Swaps—A swap is a customized, privately negotiated, agréement that obligates two parties to exchange
a series of cash flows at specified intervals (payment dates) based upon or calculated by reference to
changes in specified prices or rates (interest rates.in.the case of interest rate swaps, currency exchange
rates in the case of currency swaps) for a specified amount of an underlying asset (the “notional”
principal amount). The payment flows aré netfed against each other, with the difference being paid by
one party to the other. Except for curreney swaps, the notional principal amount is used solely to
calculate the payment streams but is fiet\exchanged. With respect to currency swaps, actual principal
amounts of currencies may be exchanged by the counterparties at the initiation, and again upon the
termination, of the transaction.

Debt instruments that incorporate one or more of these building blocks for the purpose of determining the
principal amount of and/or rate (of interest payable on the debt instruments are often referred to as “structured
securities.” An example of’ this type of structured security is indexed commercial paper. The term is also used to
describe certain securitigs isstied in connection with the restructuring of certain foreign obligations. The term
“derivative” also is sometimes used to describe securities involving rights to a portion of the cash flows from an
underlying pool of (mottgages or other assets from which payments are passed through to the owner of, or that
collateralize, the securities.

While the€jjudicious use of derivatives by highly-experienced investment managers such as Alliance can be quite

beneficial; derivatives involve risks different from, and, in certain cases, greater than, the risks presented by more

traditional investments. The following is a general discussion of important risk factors and issues relating to the
Gse of derivatives that investors should understand before investing in the Portfolio.

Market Risk—This is the general risk of all investments that the value of a particular investment will
change in a way detrimental to the Portfolio’s interest based on changes in the bond market generally.

Management Risk—Derivative products are highly specialized instruments that require investment
techniques and risk analyses different from those associated with stocks and bonds. The use of a
derivative requires an understanding not only of the underlying instrument but also of the derivative
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itself, without the benefit of observing the performance of the derivative under all possible market
conditions. In particular, the use and complexity of derivatives require the maintenance of adequate
controls to monitor the transactions entered into, the ability to assess the risk that a derivative adds to
the Portfolio, and the ability to forecast price, interest rate, or currency exchange rate movements
correctly.

»  Credit Risk—This is the risk that a loss may be sustained by the Portfolio as a result of the failure of a
derivative counterparty to comply with the terms of the derivative contract. The credit risk for
exchange-traded derivatives is generally less than for privately negotiated derivatives, since the
clearing house, which is the issuer or counterparty to each exchange-traded derivative, provides a
guarantee of performance. This guarantee is supported by a daily payment system (i.e., margin
requirements) operated by the clearing house in order to reduce overall credit risk. For privately
negotiated derivatives, there is no similar clearing agency guarantee. Therefore, the Portfolio.considers
the creditworthiness of each counterparty to a privately negotiated derivative in evaluating potential
credit risk.

*  Liquidity Risk—Liquidity risk exists when a particular instrument is difficult t¢ purchase or sell. If a
derivative transaction is particularly large or if the relevant market is illiquid\(as is the case with many
privately negotiated derivatives), it may not be possible to initiate a transaction or liquidate a position
at an advantageous price.

*  Leverage Risk—Since many derivatives have a leverage compon¢nt, adverse changes in the value or
level of the underlying asset, rate or index can result in a loss subsfantially greater than the amount
invested in the derivative itself. In the case of swaps, the risk ‘of loss generally is related to a notional
principal amount, even if the parties have not made any initial investment. Certain derivatives have the
potential for unlimited loss, regardless of the size of the,initial investment.

*  Other Risks—Other risks in using derivatives inelude the risk of mispricing or improper valuation of
derivatives and the inability of derivatives to correlate perfectly with underlying assets, rates and
indices. Many derivatives, in particular privately negotiated derivatives, are complex and often valued
subjectively. Improper valuations can result in increased cash payment requirements to counterparties
or a loss of value to the Portfolio. Derivatives do not always perfectly or even highly correlate or track
the value of the assets, rates or indices they are designed to closely track. Consequently, the Portfolio’s
use of derivatives may not alwdys,be an effective means of, and sometimes could be counterproductive
to, furthering the Portfolio’s‘investment objective.

Derivatives Used by the Portfglio.” The following describes specific derivatives that the Portfolio may use.

Futures Contracts and Options on Futures Contracts. The Portfolio may buy and sell futures contracts on fixed-
income or other securitiss.or foreign currencies, and contracts based on interest rates or financial indices,
including any indexof-¥.S. Government securities, foreign government securities or corporate debt securities.

Options on fatures contracts are options that call for the delivery of futures contracts upon exercise. Options on
futures contragts written or purchased by the Portfolio will be traded on U.S. or foreign exchanges and will be
used onlyfor hedging purposes.

Options on Securities. In purchasing an option on securities, the Portfolio would be in a position to realize a
gain if, during the option period, the price of the underlying securities increased (in the case of a call) or
decreased (in the case of a put) by an amount in excess of the premium paid; otherwise the Portfolio would
experience a loss not greater than the premium paid for the option. Thus, the Portfolio would realize a loss if the
price of the underlying security declined or remained the same (in the case of a call) or increased or remained the
same (in the case of a put) or otherwise did not increase (in the case of a put) or decrease (in the case of a call) by
more than the amount of the premium. If a put or call option purchased by the Portfolio were permitted to expire
without being sold or exercised, its premium would represent a loss to the Portfolio.

12



The Portfolio may write a put or call option in return for a premium, which is retained by the Portfolio whether or
not the option is exercised. Except with respect to uncovered call options written for cross-hedging purposes,
none of the Portfolios will write uncovered call or put options on securities. A call option written by the Portfolio
is “covered” if the Portfolio owns the underlying security, has an absolute and immediate right to acquire that
security upon conversion or exchange of another security it holds, or holds a call option on the underlying
security with an exercise price equal to or less than that of the call option it has written. A put option written by
the Portfolio is covered if the Portfolio holds a put option on the underlying securities with an exercise price
equal to or greater than that of the put option it has written.

The risk involved in writing an uncovered call option is that there could be an increase in the market value.of the

underlying security, and the Portfolio could be obligated to acquire the underlying security at its current price and
sell it at a lower price. The risk of loss from writing an uncovered put option is limited to the exerciseprice of the
option.

The Portfolio may write a call option on a security that it does not own in order to hedge against a decline in the
value of a security that it owns or has the right to acquire, a technique referred to as “crogS*hedging.” The
Portfolio would write a call option for cross-hedging purposes, instead of writing a covered call option, when the
premium to be received from the cross-hedge transaction exceeds that to be received ftom writing a covered call
option, while at the same time achieving the desired hedge. The correlation risk-invelved in cross-hedging may
be greater than the correlation risk involved with other hedging strategies.

The Portfolio may purchase or write privately negotiated options on secusities. The Portfolio will effect such
transactions only with investment dealers and other financial institutions (such as commercial banks or savings
and loan institutions) deemed creditworthy by Alliance. Privately(negotiated options purchased or written by the
Portfolio may be illiquid and it may not be possible for the Portfolio to effect a closing transaction at an
advantageous time.

Options on Securities Indices. An option on a secliti€s index is similar to an option on a security except that,
rather than taking or making delivery of a security-at a'specified price, an option on a securities index gives the
holder the right to receive, upon exercise of the‘eption, an amount of cash if the closing level of the chosen index
is greater than (in the case of a call) or less than/(in the case of a put) the exercise price of the option.

Convertible Securities. Prior to conyession, convertible securities have the same general characteristics as non-
convertible debt securities, which provide a stable stream of income with generally higher yields than those of
equity securities of the same or@imilar issuers. The price of a convertible security will normally vary with
changes in the price of theamderlying equity security, although the higher yield tends to make the convertible
security less volatile than thevunderlying equity security. As with debt securities, the market value of convertible
securities tends to decrease as interest rates rise and increase as interest rates decline. While convertible securities
generally offer lower interest or dividend yields than non-convertible debt securities of similar quality, they
enable investors to benefit from increases in the market price of the underlying common stock. Convertible debt
securities that are'tated Baa or lower by Moody’s or BBB or lower by S&P or Fitch and comparable unrated
securities may Share some or all of the risks of debt securities with those ratings.

Illiquid'Securities. Illiquid securities generally include (i) direct placements or other securities that are subject
toJegal or contractual restrictions on resale or for which there is no readily available market (e.g., when trading
in.the security is suspended or, in the case of unlisted securities, when market makers do not exist or will not
entertain bids or offers), including many currency swaps and any assets used to cover currency swaps, (ii) over
the counter options and assets used to cover over the counter options, and (iii) repurchase agreements not
terminable within seven days.

The Portfolio that invests in illiquid securities may not be able to sell such securities and may not be able to
realize their full value upon sale. Alliance will monitor the Portfolio’s investments in illiquid securities. Rule
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144A securities will not be treated as “illiquid” for the purposes of the limit on investments so long as the
securities meet liquidity guidelines established by the Board of Directors.

Rights and Warrants. Warrants are option securities permitting their holders to subscribe for other securities.
Rights are similar to warrants except that they have a substantially shorter duration. Rights and warrants do not
carry with them dividend or voting rights with respect to the underlying securities, or any rights in the assets of
the issuer. As a result, an investment in rights and warrants may be considered more speculative than certain
other types of investments. In addition, the value of a right or a warrant does not necessarily change with the
value of the underlying securities, and a right or a warrant ceases to have value if it is not exercised prior to its
expiration date.

Short Sales. A short sale is effected by selling a security that the Portfolio does not own, or if the Rortfelio
owns the security, is not to be delivered upon consummation of the sale. A short sale is “against the box” if the
Portfolio owns or has the right to obtain without payment securities identical to those sold shert!

If the price of the security sold short increases between the time of the short sale and the time'the Portfolio
replaces the borrowed security, the Portfolio will incur a loss; conversely, if the price.declines, the Portfolio will
realize a short-term capital gain. Any gain will be decreased, and any loss increased, By the transaction costs
described above. Although the Portfolio’s gain is limited to the price at which itseld the security short, its
potential loss is theoretically unlimited.

Future Developments. The Portfolio may, following written notice to its shareholders, take advantage of other
investment practices that are not currently contemplated for use by the Portfolio, or are not available but may yet
be developed, to the extent such investment practices are consistent with the Portfolio’s investment objective and
legally permissible for the Portfolio. Such investment practices, if they arise, may involve risks that are different
from or exceed those involved in the practices described aboyve:

Portfolio Turnover. The portfolio turnover rate forthe Portfolio is included in the Financial Highlights
section. Generally, the Portfolio is actively managed and the Portfolio’s turnover may exceed 100% in some
cases in response to market conditions. A higher'rate of portfolio turnover increases brokerage and other
transaction expenses, which must be borne by'the Portfolio and its shareholders.

Temporary Defensive Position. Fortemporary defensive purposes, the Portfolio may invest in certain types of
short-term, liquid, high-grade or high-quality debt securities. These securities may include U.S. Government
securities, qualifying bank deposits, money market instruments, prime commercial paper and other types of short-
term debt securities, including notes and bonds. Such securities may also include short-term, foreign-currency
denominated securities of-the'type mentioned above issued by foreign governmental entities, companies and
supranational organizations. While the Portfolio is investing for temporary defensive purposes, it may not meet
its investment objective:

ADDITIONALRISK CONSIDERATIONS

Investment/in the Portfolio involves the special risk considerations described below. Certain of these risks may
be heightened when investing in emerging markets.

Currency Considerations. The Portfolio invests some portion of its assets in securities denominated in, and
feceive revenues in, foreign currencies and will be adversely affected by reductions in the value of those
currencies relative to the U.S. Dollar. These changes will affect the Portfolio’s net assets, distributions and
income. If the value of the foreign currencies in which the Portfolio receives income falls relative to the U.S.
Dollar between receipt of the income and the making of Portfolio distributions, the Portfolio may be required to
liquidate securities in order to make distributions if the Portfolio has insufficient cash in U.S. Dollars to meet the
distribution requirements that the Portfolio must satisfy to qualify as a regulated investment company for
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federal income tax purposes. Similarly, if an exchange rate declines between the time the Portfolio incurs
expenses in U.S. Dollars and the time cash expenses are paid, the amount of the currency required to be
converted into U.S. Dollars in order to pay expenses in U.S. Dollars could be greater than the equivalent amount
of such expenses in the currency at the time they were incurred. In light of these risks, the Portfolio may engage
in certain currency hedging transactions, as described above, which involve certain special risks.

Fixed-Income Securities. The value of the Portfolio’s shares will fluctuate with the value of its investments.
The value of the Portfolio’s investments will change as the general level of interest rates fluctuates. During
periods of falling interest rates, the values of the Portfolio’s securities will generally rise, although if falling
interest rates are viewed as a precursor to a recession, the values of the Portfolio’s securities may fall along.-with
interest rates. Conversely, during periods of rising interest rates, the values of the Portfolio’s securities will
generally decline. Changes in interest rates have a greater effect on fixed-income securities with longer, maturities
and durations than those with shorter maturities and durations.

In seeking to achieve the Portfolio’s investment objective, there will be times, such as during-periods of rising
interest rates, when depreciation and realization of capital losses on securities in the Portfoliowill be
unavoidable. Moreover, medium- and lower-rated securities and non-rated securities of comparable quality may
be subject to wider fluctuations in yield and market values than higher-rated securities under certain market
conditions. Such fluctuations after a security is acquired do not affect the cash income received from that security
but will be reflected in the net asset value of the Portfolio.

Foreign Securities. The securities markets of many foreign countries aretelatively small, with the majority of
market capitalization and trading volume concentrated in a limited aimber of companies representing a small
number of industries. Consequently, if the Portfolio invests in foréign securities, including foreign fixed-income
securities, it may experience greater price volatility and significantly lower liquidity than a portfolio invested
solely in securities of U.S. companies. These markets may, be.subject to greater influence by adverse events
generally affecting the market, and by large investors trading significant blocks of securities, than is usual in the
United States.

Securities registration, custody and settlements may in some instances be subject to delays and legal and
administrative uncertainties. Furthermore, for€ign investment in the securities markets of certain foreign
countries is restricted or controlled to varying degrees. These restrictions or controls may at times limit or
preclude investment in certain securities ‘and may increase the cost and expenses of the Portfolio. In addition, the
repatriation of investment income¢apital or the proceeds of sales of securities from certain of the countries is
controlled under regulations, inclnding in some cases the need for certain advance government notification or
authority, and if a deteriorationioccurs in a country’s balance of payments, the country could impose temporary
restrictions on foreign capitabremittances.

The Portfolio also gelld be adversely affected by delays in, or a refusal to grant, any required governmental
approval for repatriation, as well as by the application to it of other restrictions on investment. Investing in local
markets mayyrequire the Portfolio to adopt special procedures or seek local governmental approvals or other
actions, any of which may involve additional costs to the Portfolio. These factors may affect the liquidity of the
Portfolio’s investments in any country and Alliance will monitor the effect of any such factor or factors on the
Portfolio’s investments. Furthermore, transaction costs including brokerage commissions for transactions both on
andwoff the securities exchanges in many foreign countries are generally higher than in the U.S.

Issuers of securities in foreign jurisdictions are generally not subject to the same degree of regulation as are U.S.
issuers with respect to such matters as insider trading rules, restrictions on market manipulation, shareholder
proxy requirements, and timely disclosure of information. The reporting, accounting, and auditing standards of
foreign countries may differ, in some cases significantly, from U.S. standards in important respects, and less
information may be available to investors in foreign securities than to investors in U.S. securities. Substantially
less information is publicly available about certain non-U.S. issuers than is available about most U.S. issuers.
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The economies of individual foreign countries may differ favorably or unfavorably from the U.S. economy in
such respects as growth of gross domestic product or gross national product, rate of inflation, capital
reinvestment, resource self-sufficiency, and balance of payments position. Nationalization, expropriation or
confiscatory taxation, currency blockage, political changes, government regulation, political or social instability,
or diplomatic developments could affect adversely the economy of a foreign country. In the event of
nationalization, expropriation or other confiscation, the Portfolio could lose its entire investment in securities in
the country involved. In addition, laws in foreign countries governing business organizations, bankruptcy and
insolvency may provide less protection to security holders such as the Portfolio than that provided by U.S. laws.

U.S. and Foreign Taxes. A Portfolio’s investment in foreign securities may be subject to taxes withheldzat.the
source on dividend or interest payments. Foreign taxes paid by a Portfolio may be creditable or deductible by
U.S. shareholders for U.S. income tax purposes. No assurance can be given that applicable tax laws and
interpretations will not change in the future. Moreover, non-U.S. investors may not be able to credit'or deduct
such foreign taxes.

16



MANAGEMENT OF THE PORTFOLIO

Investment Adviser

The Portfolio’s Adviser is Alliance Capital Management, L.P., 1345 Avenue of the Americas, New York,

New York 10105. Alliance is a leading international investment manager supervising client accounts with assets
as of December 31, 2000, totaling more than $454 billion (of which more than $175 billion represented the assets
of investment companies). As of December 31, 2000, Alliance managed retirement assets for many of the largest
public and private employee benefit plans (including 43 of the nation’s FORTUNE 100 companies), for publi¢
employee retirement funds in 41 states, for investment companies and for foundations, endowments, banks afid
insurance companies worldwide. The 50 registered investment companies managed by Alliance, comprisifng™139
separate portfolios currently have more than 6.5 million shareholder accounts.

Alliance provides investment advisory services and order placement facilities for the Portfolio. Fer these
advisory services, for the fiscal year ended December 31, 2000 the Portfolio paid Alliance 1,00%-as a percentage
of average net assets net of waivers and/or reimbursements.

Portfolio Manager

Alfred Harrison is the person who is primarily responsible for the day-to-day mlanagement of the Portfolio.

Mr. Harrison has held such position since the inception of the Portfolio. MraHarrison is Director and Vice
Chairman of Alliance Capital Management Corporation, the sole general pdrtner of Alliance, with which he has
been associated since prior to 1996.
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PURCHASE AND SALE OF SHARES

How The Portfolio Value Its Shares

The Portfolio’s net asset value or NAV is calculated at 4:00 p.m., Eastern time, each day the Exchange is open
for business. To calculate NAV, the Portfolio’s assets are valued and totaled, liabilities are subtracted, and the
balance, called net assets, is divided by the number of shares outstanding. The Portfolio values its securities at
their current market value determined on the basis of market quotations or, if such quotations are not readily
available, such other methods as the Portfolio’s Directors believe accurately reflect fair market value. The
Portfolio may invest in securities that are primarily listed on foreign exchanges and trade on weekends or other
days when the fund does not price its shares. The Portfolio’s NAVs may change on days when shareholders’will
not be able to purchase or redeem the Portfolio’s shares.

Your order for purchase or sale of shares is priced at the next NAV calculated after your order isreceived by the
Portfolio.

How To Purchase and Sell Shares

The Portfolio offers its shares through the separate accounts of life insurance companies. You may only purchase
and sell shares through these separate accounts. See the prospectus of the separate’account of the participating
insurance company for information on the purchase and sale of the Portfolios: shares.

DIVIDENDS, DISTRIBUTIONS'AND TAXES

The Portfolio declares dividends on its shares at least annuallysThe income and capital gains distribution will be
made in shares of the Portfolio.

See the prospectus of the separate account of the partiCipating insurance company for federal income tax
information.

Investment income received by the Portfolid frem sources within foreign countries may be subject to foreign
income taxes withheld at the source. Provided that certain code requirements are met, the Portfolio may “pass-
through” to its shareholders credits or deductions to foreign income taxes paid.

DISTRIBUTION ARRANGEMENTS

This Prospectus offers Class B shares of the Portfolios. The Class B shares have an asset-based sales charge or
Rule 12b-1 fee. Each Portfolio has adopted a plan under Commission Rule 12b-1 that allows the Portfolio to pay
asset-based sales'charges or distribution fees for the distribution and sale of its shares. The amount of these fees
for the Class,B shares as a percentage of average daily net assets is 0.25%. Because these fees are paid out of a
Portfolio’s assets on an on-going basis, over time these fees will increase the cost of your investment and may
cost youdnere than paying other types of sales fees.
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FINANCIAL HIGHLIGHTS

The financial highlights table is intended to help you understand the financial performance of the Fund’s Class B
shares. The information reflects the financial results of the Portfolio’s Class B shares for the period ending
December 31, 2000. The total returns in the table represent the rate than an investor would have earned (or lost)
on an investment in the Class B shares of the Portfolio (assuming reinvestment of dividends and distributions).
The information has been audited by Ernst & Young LLP, the Fund’s independent auditors, whose report, along
with each Portfolio’s financial statements, is included in the Portfolio’s annual report , which is available upon
request.

Premier Growth Portfolio

Year Ended December 31,
2000 1999 1998 1997 1996
Net asset value, beginning of period . .......... $ 4045 % 31.03 $ 20.99.$N 1570 $ 17.80
Income From Investment Operations
Net investment income (loss)(b) .............. (-11) (.09) «01)(a) .04(a) .08(a)
Net realized and unrealized gain (loss) on
investment transactions ................... (6.18) 9.98 10.08 5.27 3.29
Net increase (decrease) in net asset value from
OPETationS . ... v vt eiii e e 6.29) 9:89 10.07 5.31 3.37
Less: Dividends and Distributions
Dividends from net investment income ........ -0- <0- (.03) (.02) (.10)
Distributions from net realized gains .......... 2.1 (47 -0- -0- (5.37)
Total dividends and distributions ............. 2.4 47 (.03) (.02) (5.47)
Net asset value, end of period ................ $ 32.05 $ 4045 $ 31.03 $ 2099 $ 15.70
Total Return
Total investment return based on net asset
value(e) ...t (16.58)% 32.32% 47.97% 33.86% 22.70%
Ratios/Supplemental Data
Net assets, end of period (000’s omitted) %, . . . $2,148,332 $2,345,563 $1,247,254 $472,326 $96,434
Ratios to average net assets of:
Expenses, net of waivers and
reimbursements ........ . % ... ... .. 1.04% 1.05% 1.06% 95% 95%
Expenses, before waivers and
reimbursements ... N N ... 1.04% 1.05% 1.09% 1.10% 1.23%
Net investment income (10ss) ............ (.29)% (271 % (04Y%(a) 21%(a) .52%(a)
Portfolio turnoverrate .C.+% ... ... ... ... . ..., 41% 26% 31% 27% 32%

(a) Commencement of distribution.

(b) Total investment return is calculated assuming an initial investment made at the net asset value at the
beginning,of the period, reinvestment of all dividends and distributions at net asset value during the period,
and redemption on the last day of the period. Total investment return calculated for a period of less than one
year is not annualized.

(c).Annualized.

(@) ‘Based on average shares outstanding.
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For more information about the Portfolio, the following documents are available upon request:

Annual/Semi-annual Reports to Shareholders

The Portfolio’s annual and semi-annual reports to shareholders contain additional information on the Portfolio’s
investments. In the annual report, you will find a discussion of the market conditions and investment strategies
that significantly affected a Portfolio’s performance during its last fiscal year.

Statement of Additional Information (SAI)

The Portfolio has an SAI, which contains more detailed information about the Portfolio, including its operations
and investment policies. The Portfolio’s SAI is incorporated by reference into (and is legally part of)this
Prospectus.

You may request a free copy of the current annual/semi-annual report or the SAI, or makeshiateholder inquiries
of the Portfolio, by contacting your broker or other financial intermediary, or by contacting‘Alliance:

By mail: c/o Alliance Global Investor Services, Inc.
P.O. Box 1520
Secaucus, NJ 07096-1520

By phone: For Information: ~ (800) 221-5672

For Literature: (800) 227-4618

Or you may view or obtain these documents from the Commission:

+  Call the Commission at 1-202-942-8090 for information on the operation of the Public Reference
Room.

+  Reports and other information about the Portfolio is available on the EDGAR Database on the
Commission’s Internet site at http://Waw.sec.gov.

+  Copies of the information may befobtdined, after paying a fee, by electronic request at
publicinfo@sec.gov, or by writing the Commission’s Public Reference Section, Washington, DC
20549-0102.

You also may find more informatien about Alliance and the Portfolio on the internet at:
www.Alliancecapital.com.

File No: 811-05398
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An Overview of the Fund
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B> Aninvestment in the fund is not a
m bank deposit, and it is not insured or
guaranteed by the Federal Deposit
Insurance Corporation (FDIC) or any
other government agency.

S3

What are the fund’s investment objectives?
This fund seeks long-term capital growth. Income is a secondary objective.

What are the fund’s primary investment strategy and principal risks?

In selecting stocks for VP Value, the fund managers look for stocks of companies that they
believe are undervalued at the time of purchase. A more detailed description of the fund’s
value investment strategy begins on page 5.

The fund’s principal risks include

¢ Market Risk — The value of a fund’s shares will go up and down based on thie’péerformance
of the companies whose securities it owns and other factors generally affecting the
securities market.

* Price Volatility — The value of a fund’s shares may fluctuate significantly in the short term.

* Principal Loss — As with all mutual funds, it is possible to\loée’money by investing in
the fund.

* Style Risk - If the fund’s investment style is out of favor' with the market, the fund’s
performance may suffer.

Who may want to invest in the fund?
The fund may be a good investment if yourare

* seeking long-term capital growthfrom-your investment
e seeking an equity fund that utilizes a value style of investing

* comfortable with the risks'associated with the fund’s investment strategy

Who may not want-to invest in the fund?
The fund may not be'a good investment if you are

* investing for-a short period of time

* uncomif6rtable with volatility in the value of your investment



13" The performance information on this
page is designed to help you see how
the fund's returns can vary. Keep in
mind that past performance does not
predict how the fund will perform in
the future.

4 American Century Investments

Fund Performance History

VP Value Fund

Annual Total Returns

The following bar chart shows the performance of the fund's shares for each full calendar
year in the life of the fund. It indicates the volatility of the fund’s historical returns from
year to year.

2000

o0 ogs%m] 7

08 —tse L, AN

e ——————— wos%
-20% -10% 0% 10% 20% 30% 40%

The highest and lowest returns for the period reflected, in"the bar chart are:

Highest Lowest
VP Value 18/09% (2Q1999) -11.05% (301999)

Average Annual Total Returns

The following table shows the average annual total returns of the fund’s shares for the
periods indicated. The benchmarks are unmanaged indices that have no operating costs
and are included in the table for performance comparison. The S&P 500 is viewed as a
broad measure of U.S. Stocksperformance. The Lipper Multicap Value Index is an index of
multicap value funds thathave management styles similar to the fund’s.

For the calendar year-endéd December 31, 2000 1 year Life of Fund"”
VP Value 18.14% 12.69%
S&P 500(ndex -9.10% 18.05%
Lippér Multicap Value Index 9.64% 12.99%

“Therinception date for VP Value is May 1, 1996,

1-800-345-6488
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Objectives, Strategies and Risks
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=3~ Nonleveraged means that the fund
may not invest in futures contracts when
it would be possible to lose more than
the fund invested.

www.americancentury.com

VP Value Fund

What are the fund’s investment objectives?

The fund seeks long-term capital growth by investing primarily in common stocks.
Income is a secondary objective.

How does the fund pursue its investment objective?

The fund managers look for stocks of companies that they believe are undervalued at the
time of purchase. The managers use a value investment strategy that looks for eOmpanies
that are temporarily out of favor in the market. The managers attempt to purchase the
stocks of these undervalued companies and hold them until they have yeturned to favor
in the market and their stock prices have gone up.

Companies may be undervalued due to market declines, poor eeenomic conditions, actual
or anticipated bad news regarding the issuer or its industry, orbecause they have been
overlooked by the market. To identify these companies, the fund managers look for
companies with earnings, cash flows and/or assets that may not be reflected accurately in
the companies’ stock prices or may be outside the companies” historical ranges.

The fund managers do not attempt to time the magket. Instead, under normal market
conditions, they intend to keep at least 80% of-the fund’s assets invested in stocks regardless
of the movement of stock prices generally.(When the managers believe it is prudent, the
fund may invest a portion of its assets.in convertible debt securities, equity-equivalent
securities, foreign securities, short:term instruments, bonds, notes and debt securities of
companies, debt obligations of governments and their agencies, nonleveraged stock index
futures contracts and other sifnilar securities. Stock index futures contracts, a type of
derivative security, can help, the fund’s cash assets remain liquid while performing more
like stocks. The fund.haS.a policy governing stock index futures contracts and similar
derivative securities to help manage the risk of these types of investments. For example,
the fund managerSicannot invest in a derivative security if it would be possible for a fund
to lose more mioney than it invested. A complete description of the derivatives policy is
included inthe Statement of Additional Information.

In the event of exceptional market or economic conditions, the fund may, as a temporary
defensive measure, invest all or a substantial portion of its assets in cash or high-quality,
short-term debt securities. To the extent the fund assumes a defensive position, it will not
be pursuing its objective of capital growth. The fund generally limits its purchase of debt
securities to investment-grade obligations, except for convertible debt securities, which
may be rated below investment grade.

Additional information about the fund’s investments is available in its annual and semiannual
reports. In these reports you will find a discussion of the market conditions and investment
strategies that significantly affected the fund’s performance during the most recent fiscal
period. You may get these reports at no cost by calling the insurance company from which
you purchased the shares or by calling us.

American Century Investments
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What are the principal risks of investing in the fund?

The value of the fund’s shares depends on the value of the stocks and other securities it
owns. The value of the individual securities the fund owns will go up and down
depending on the performance of the companies that issued them, general market and
economic conditions, and investor confidence.

As with all funds, at any given time your shares may be worth more or less than the price
you paid for them. As a result, it is possible to lose money by investing in the fund.

If the market does not consider the individual stocks purchased by the fund to be;under-
valued, the value of the fund’s shares may not rise as high as other funds and. may’in fact
decline, even if stock prices generally are increasing.

Market performance tends to be cyclical, and, in the various cycles, certain investment
styles may fall in and out of favor. If the market is not favoring the'fund's style, the fund’s
gains may not be as big as, or its losses may be bigger than, othesequity funds using
different investment styles.

Although the fund managers intend to invest the fund’s assets.primarily in U.S. stocks, the
funds may invest in securities of foreign companies. Foreigh investment involves additional
risks, including fluctuations in currency exchange ratésfless stable political and economical
structures, reduced availability of public information, and lack of uniform financial reporting
and regulatory practices similar to those that applyin the United States. These factors make
investing in foreign securities generally riskietjthan investing in U.S. stocks.

The fund is offered only to insurance(Comipanies for the purpose of offering the fund as
an investment option under variable annuity or variable life insurance contracts. Although
the fund does not foresee any disadvantages to contract owners due to the fact that it
offers its shares as an investment medium for both variable annuity and variable life
products, the interests of various contract owners participating in the fund might, at some
time, be in conflict due to/future differences in tax treatment of variable products or other
considerations. Consequently, the fund’s Board of Directors will monitor events in order
to identify any material irreconcilable conflicts that may possibly arise and to determine
what action, if any, should be taken in response to such conflicts. If a conflict were to
occur, an ingirance company separate account might be required to withdraw its investments
in the fund, and the fund might be forced to sell securities at disadvantageous prices to
redeem such investments.

1-800-345-6488
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Management

Who manages the fund?

The Board of Directors, investment advisor and fund management team play key roles in
the management of the fund.

The Board of Directors

The Board of Directors oversees the management of the fund and meets at least quarterly
to review reports about fund operations. Although the Board of Directors does not
manage the fund, it has hired an investment advisor to do so. More than two-thirds of the
directors are independent of the fund’s advisor; that is, they are not employed*byand have
no financial interest in the advisor.

The Investment Advisor

The fund’s investment advisor is American Century Investment Management, Inc. The
advisor has been managing mutual funds since 1958 and is headquartered at 4500 Main
Street, Kansas City, Missouri 64111.

The advisor is responsible for managing the investmentyportfolios of the fund and
directing the purchase and sale of its investment securities. The advisor also arranges
for transfer agency, custody and all other servicés'mecessary for the fund to operate.

For the services it provided to the fund during the most recent fiscal year, the advisor
received a unified management fee of 1:00%of the average net assets of the fund. The
amount of the management fee is cal¢ulated daily and paid monthly in arrears.

Out of that fee, the advisor paid all'expenses of managing and operating the fund except
brokerage expenses, taxes, intérest, fees and expenses of the independent directors
(including legal counsel fe€s)rand extraordinary expenses. A portion of the management
fee may be paid by thefund’s advisor to unaffiliated third parties who provide record-
keeping and administrative services that would otherwise be performed by an affiliate of
the advisor.

American Century Investments



The Fund Management Team

The advisor uses a team of portfolio managers, assistant portfolio managers and analysts
to manage the fund. The team meets regularly to review portfolio holdings and discuss
purchase and sale activity. Team members buy and sell securities for the fund as they see
fit, guided by the fund’s investment objective and strategy.

The portfolio managers on the investment team are identified below:

=5> Code of Ethics Phillip N. Davidson
American Century has a Code of Ethics Mr. Davidson, Senior Vice President and Senior Portfolio Manager, has been auember of
designed to ensure that the interests of the team that manages VP Value since May 1996. He joined American Centus§nin
fund shareholders come before the September 1993 as a Portfolio Manager. Prior to joining American Century.he Spent 11
interests of the people who manage the years at Boatmen’s Trust Company in St. Louis and served as Vice Pregident and Portfolio

fund. Among other provisions, the Code
of Ethics prohibits portfolio managers
and other investment personnel from
buying securities in an initial public Scott A. Moore
offering or profiting from the purchase
and sale of the same security within 60

Manager responsible for institutional value equity clients. He has abachelor’s degree in
finance and an MBA from Illinois State University. He is a Chartered Financial Analyst.

Mr. Moore, Vice President and Portfolio Manager, has béen-a member of the team that

calendar days. In addition, the Code of manages VP Value since October 1996 and Portfolio Manager since February 1999. He
Ethics requires portfolio managers joined American Century in August 1993 as an Investment Analyst. He has a bachelor’s
and other employees with access to degree in finance from Southern Illinois Uniyersity and an MBA in finance from the
information about the purchase or sale University of Missouri-Columbia. He is a Chastered Financial Analyst.

of securities by the fund to obtain

approval before executing permitted

pergona/ trades. Fund Performance
VP Value has the same managementteam and investment policies as another fund in the
American Century family of funds. The fees and expenses of the funds are expected to be
similar, and they will be managed with substantially the same investment objective and
strategies. Notwithstanding these general similarities, this fund and the retail fund are
separate mutual funds that will have different investment performance. Differences in
cash flows into the'two funds, the size of their portfolios and specific investments held by
the two funds, ‘@s/well as the additional expenses of the insurance product, will cause
performange’to differ.
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Please consult the separate account prospectus for a description of the insurance product
through which the fund is offered and its associated fees.

Fundamental Investment Policies

Fundamental investment policies contained in the Statement of Additional Information
and the investment objective of the fund may not be changed without shareholder
approval. The Board of Directors may change any other policies and investment strategies.

8 American Century Investments 1-800-345-6488



Share Price, Distributions and Taxes
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Purchase and Redemption of Shares

For instructions on how to purchase and redeem shares, read the prospectus of your
insurance company separate account. Your order will be priced at the net asset value next
determined after your request is received in the form required by the insurance company
separate account. There are no sales commissions or redemption charges. However, certain
sales or deferred sales charges and other charges may apply to the variable annuity or life
insurance contracts. Those charges are disclosed in the separate account prospectus.

Abusive Trading Practices
We do not permit market timing or other abusive trading practices in our funds.

Excessive, short-term (market timing) or other abusive trading practices may disrupt portfolio
management strategies and harm fund performance. To minimize hatr to the fund and its
shareholders, we reserve the right to reject any purchase order (including exchanges) from
any investor we believe has a history of abusive trading or whose tfading, in our judgment,
has been or may be disruptive to a fund. In making this judgment, we may consider trading
done in multiple accounts under common ownership or tontrol. We also reserve the right to
delay delivery of redemption proceeds up to seven days»

Modifying or Canceling an Investment

Investment instructions are irrevocable. That/means that once you have mailed or other-
wise transmitted your investment instrtiction, you may not modify or cancel it. The fund
reserves the right to suspend the offering of shares for a period of time, and to reject any
specific investment (including a purehase by exchange). Additionally, we may refuse a
purchase if, in our judgment, it is of a size that would disrupt the management of a fund.

Share Price

American Century(determines the net asset value (NAV) of the fund as of the close of
regular tradingon'the New York Stock Exchange (usually 4 p.m. Eastern time) on each day
the Exchange is 6pen. On days when the Exchange is closed (including certain U.S. holidays),
we do notcalculate the NAV. A fund share’s NAV is the current value of the fund’s assets,
minus any liabilities, divided by the number of fund shares outstanding.

If(ctirrent market prices of securities owned by a fund are not readily available, the
advisor may determine their fair value in accordance with procedures adopted by the
fund’s Board. Trading of securities in foreign markets may not take place every day the
Exchange is open. Also, trading in some foreign markets and on some electronic trading
networks may take place on weekends or holidays when a fund’s NAV is not calculated.
So, the value of a fund’s portfolio may be affected on days when you can’t purchase or
redeem shares of the fund.

We will price your purchase, exchange or redemption at the NAV next determined after
the insurance company separate account receives your transaction request in good order.

American Century Investments
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Capital gains are increases in the
values of capital assets, such as stock,
from the time the assets are purchased.

American Century Investments

Distributions

Federal tax laws require the fund to make distributions to its shareholders in order to
qualify as a “regulated investment company.” Qualification as a regulated investment
company means the fund will not be subject to state or federal income tax on amounts
distributed. The distributions generally consist of dividends and interest received by a
fund, as well as capital gains realized by a fund on the sale of its investment securities.
The fund generally pays distributions from net income and capital gains, if any, once a
year in March. The fund may make more frequent distributions, if necessary, to comply
with Internal Revenue Code provisions.

You will participate in fund distributions when they are declared, starting the neXtbusiness
day after your purchase is effective. For example, if you purchase shares ofi-ayday a
distribution is declared, you will not receive that distribution. If you redeem shares, you
will receive any distribution declared on the day you redeem. If you redeem all shares,
we will include any distributions received with your redemption proceeds. All distributions
from the fund will be invested in additional shares.

Provided that all shareholders agree, the fund may utilize' the consent dividend provision
of Internal Revenue Code section 565 which treats the,income earned by the fund as
distributed to the shareholders as of the end of the takable year.

Taxes

Consult the prospectus of your insuranfe ‘gompany separate account for a discussion of
the tax status of your variable contract.

1-800-345-6488
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Financial Highlights

Understanding the Financial Highlights

The table on the next page itemizes what contributed to the changes in share price during
the most recently ended fiscal year. It also shows the changes in share price for this
period in comparison to changes over the last five fiscal years or less, if the fund is not
five years old.

On a per-share basis, the table includes as appropriate

* share price at the beginning of the period

e investment income and capital gains or losses

e distributions of income and capital gains paid to investors

* share price at the end of the period

The table also includes some key statistics for the period as appropriate

* Total Return — the overall percentage of return of the fund, assuming the reinvestment
of all distributions

* Expense Ratio — the operating expenses of the fund as apercentage of average net assets

* Net Income Ratio — the net investment income of the fund as a percentage of average
net assets

¢ Portfolio Turnover — the percentage of the fund’s buying and selling activity
The Financial Highlights have been audited'by’ Deloitte & Touche LLP, independent auditors.

Their Independent Auditors’ Report and the)financial statements are included in the fund’s
Annual Report, which is available uportrequest.

S$3SNLO3dSOUd ;,SNOILJO LNIWLSIANI FITAVIRIVA ‘ 111 Livd
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VP Value Fund

For a Share Outstanding Throughout the Years Ended December 31 (except as noted)

Per-Share Data
2000 1999 1998 1997 1996

Net Asset Value, Beginning of Period $595 $6.73 $693 $5.58 $5.00
Income From Investment Operations

Net Investment Income 0.08 0.08 0.08? 007 0.05

Net Realized and Unrealized Gain (Loss)

on Investment Transactions 090 (0.15) 0927 1.37 056

Total From Investment Operations 098 007) 038, 144 061
Distributions

From Net Investment Income 007 0.07) (0.04) (0.04) (003

From Net Realized Gains on Investment Transactions - 057 (051) (0.05) -

In excess of Net Realized Gains on Investment Transactions (0.19) (©.07) - - -

Total Distributions (0.26) 0.71) (0.55) (0.09) (0.03)
Net Asset Value, End of Period $6.67 $5.95 $6.73 $6.93 $5.58

Total Return® 18.14% (0.85)% 4.81% 26.08% 12.28%
Ratios/Supplemental Data

2000 1999 1998 1997 1996

Ratio of Operating Expenses to Average Net Assets 1.00% 1.00% 1.00% 1.00% 1.00%
Ratio of Net Investment Income to Average Net Assets 1.81% 1.40% 121% 1.60% 1.98%
Portfolio Turnover Rate 159% 118% 158% 138% 49%
Net Assets, End of Period (in thousands) $672214 $416,166 $316624 $1880156  $23394

DMay 1, 1996 (inception) through December 31, 1996.

@Computed using average shares utstanding throughout the year.

OTotal return assumes reinvestient of dividends and capital gains distributions, if any. Total returns for periods less than one year are not annualized,

@ Annualized,

American Century Investments

1-800-345-6488
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More information about the fund is contained in these documents.

Annual and Semiannual Reports

Annual and semiannual reports contain more information
about the fund’s investments and the market conditions and
investment strategies that significantly affected the fund'’s
performance during the most recent fiscal period.

Statement of Additional Information (SAI)

The SAI contains a more detailed, legal description of the
fund’s operations, investment restrictions, policies and
practices. The SAI is incorporated by reference into this
Prospectus. This means that it is legally part of this Prospectus,
even if you don't request a copy.

You may obtain a free copy of the SAI or annual and
semiannual reports, and ask questions about the fund or your

Investment Company Act File No. 811-5188

accounts, by contacting the insurance company from which
you purchased the fund or American Century at the address
or telephone numbers listed below.

You also can get information about the fund (including the
SAI) from the Securities and Exchange Commission (SEC).
The SEC charges a duplicating fee to provide copies cfthis
information.

SEC Public Reference Reom

Washington, D.C.
Call 202-942-8090. for' location and hours.

* EDGAR-database at www.sec.gov
* By email'request at publicinfo@sec.gov

SECRublic Reference Section
Washington, D.C. 20549-0102

In person

On the Internet

By mail

AMERICAN
CENTURY.

American Century Investments
P.O. Box 419385
Kansas City, Missouri 64141-6385

1-800-345-6488 or 816-531-5575

0105
SH-PRS-24574
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American Century Investments
P.O. Box 419385
Kansas City, Missouri 64141-6385

Investment Professional Service Representative
1-800-345-6488 or 816-531-5575

Fax
816-340-4360

Telecommunications Device for the Deaf
1-800-634-4113 or 816-444-3485

)
\_ %)
§\\ iz Ameri agntury Investments

0. Box 419385

AMERICAN _ ¢ fansas City, MO 64141-6385

CENTUR&g www.americancentury.com
o

0105
SH-PRS-24574W

PRSRT STD
U.S. POSTAGE PAID
AMERICAN CENTURY
COMPANIES

American Century Investment Services, Inc.
©2001 American Century Services Corporation




CREDIT SUISSE WARBURG PINCUS FUNDS

CREDIT | ASSET
SUISSE | MANAGEMENT

PROSPECTUS

May 1, 2001
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CREDIT SUISSE WARBURGARINCUS TRUST

B GLOBAL PoOST-VVENTURE CAPITAL PORTFOLIO

Credit Suisse*Warburg Pincus Trust shares are not available directly to individual investors, but may be
offered only through certain insurance products and pension and retirement plans.

As withi allmutual funds, the Securities and Exchange Commission has not approved these securities, nor
has it passed upon the adequacy or accuracy of this Prospectus. It is a criminal offense to state otherwise.

The Trust is advised by Credit Suisse Asset Management, LLC.
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KEY POINTS

GOAL AND PRINCIPAL STRATEGIES

PORTFOLIO/RISK FACTORS GOAL STRATEGIES

GLOBAL POST-VENTURE CAPITAL PORTFOLIO Long-term growth of capital m |nvests primarily in equity securities of U.S. and

Risk factors: foreign companies considered to be in their

Market risk post-venture-capital stage of development

Foreign securities . . . .

Start-up and other small companies = May invest in companies of any size

Special-situation companies m Takes a growth investment approach to
identifying attractive post-venture-capital
investments

. T [ It may NOT be appropriate if you:

This portfolio is designed for investors who: = are investing for a shorter time horizon

: . = are uncomfortable with an investment that'has a higher
= have longer time horizons degree of volatility
" are willing to assume the risk of losing money in = want to limit your exposure to for€ign securities
exchange for attractive potential long-term returns ] R i
= want to diversify their investments internationally = are looking primarily for incoge
® are investing for growth or capital appreciation You should base your investmient decision on your own

. .. . goals, risk preferences and-time horizon.
= want to diversify their investments with more

aggressive stock funds
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. A WoORD ABOUT Risk

All investments involve some level of risk. Simply
defined, risk is the possibility that you will lose money or
not make money.

Principal risk factors for the portfolio are discussed
below. Before you invest, please make sure you understand
the risks that apply to the portfolio. As with any mutual
fund, you could lose money over any period of time.

Investments in the portfolio are not bank deposits and
are not insured or guaranteed by the Federal Deposit
Insurance Corporation or any other government agency.

MARKET RISk

The market value of a security may move up and down,
sometimes rapidly and unpredictably. These fluctuations,
which are often referred to as “volatility,” may cause a
security to be worth less than it was worth at an earlier
time. Market risk may affect a single issuer, industry,
sector of the economy, or the market as a whole. Market
risk is common to most investments—including stocks and
bonds, and the mutual funds that invest in them.

FOREIGN SECURITIES

A portfolio that invests outside the U.S. carries
additional risks that include:

» Currency risk Fluctuations in exchange rates between
the U.S. dollar and foreign currencies may negatively
affect an investment. Adverse changes in exchange rates
may erode or reverse any gains produced by foreign-

currency denominated investments and may widen any
losses. The portfolio may, but is not required to, seek to
reduce currency risk by hedging part or all of its
exposure to various foreign currencies.

» Information risk Key information about an issuer,
security or market may be inaccurate or unavailable.

» Political risk Foreign governments may expropriate
assets, impose capital or currency controls, impose
punitive taxes, or nationalize a company or industry.
Any of these actions could have a severe effect.on
security prices and impair the portfolio’s @bility to
bring its capital or income back to the U.S. Other
political risks include economic-poliey changes, social
and political instability, military<aetion and war.

START-UP AND OTHER SMALE COMPANIES

Start-up and other small.companies may have less-
experienced management, limited product lines, unproven
track records or inadequate capital reserves. Their
securities may carry increased market, liquidity and other
risks. Key information about the company may be
inaccurate or unavailable.

SPECIAE-SITUATION COMPANIES

“Special situations” are unusual developments that affect
a company’s market value. Examples include mergers,
acquisitions and reorganizations. Securities of special-
situation companies may decline in value if the anticipated
benefits of the special situation do not materialize.



PERFORMANCE SUMMARY

The bar chart below and the table on the next page provide an indication of the risks of investing in this portfolio. The bar chart shows you how the portfolio’s
performance has varied from year to year for up to 10 years. The table compares the portfolio’s performance over time to that of a broadly based securities
market index and other indexes. The bar chart and table do not reflect additional charges and expenses which are, or may be, imposed under the variable
contracts or plans; such charges and expenses are described in the prospectus of the insurance company separate account or in the plan documents or other
informational materials supplied by plan sponsors. Inclusion of these charges and expenses would reduce the total return for the periods shown. As with all
mutual funds, past performance is not a prediction of the future.

YEAR-BY-YEAR TOTAL RETURNS

YEAR ENDED 12/31: 1997 1998 1999 2000
GLOBAL POST-VENTURE \
CAPITAL PORTFOLIO* 62.94%

Best quarter:  51.65% (Q4 99)
Worst quarter: -27.99% (Q4 00)
Inception date: 9/30/96

13.34%

-18.94%

* Effective May 1, 2000, the Global Post-Venture Capital Portfolio
changed its investment strategies and policies to permit the
portfolio to invest without limit in foreign securities and to
require the portfolio to invest in at least three countries,
including the U.S. Prior to that date, the portfolio’s investments
in foreign securities were limited to 20% of total assets and the
portfolio was not required to invest outside the U.S.
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AVERAGE ANNUAL ToTAL RETURNS
ONE YEAR  FIVE YEARS 10 YEARS  LIFE OF INCEPTION

PERIOD ENDED 12/31/00: 2000 1996-2000  1991-2000 FUND DATE
GLOBAL POST-VENTURE CAPITAL PORTFOLIO' -18.94% NA NA 11.03% 9/30/96
RUSSELL 2000 GROWTH INDEX? —22.43% NA NA 8.86%

RUSSELL 2500 GROWTH INDEX? -16.09% NA NA 13.31%

NASDAQ INDUSTRIALS INDEX* -33.77% NA NA 7.11%

! Effective May 1, 2000, the Global Post-Venture Capital Portfolio changed its investment strategies and policies to permit the portfolio to invest without limit in
foreign securities and to require the portfolio to invest in at least three countries, including the U.S. Prior to that date, the portfolio’s investments in“foreign
securities were limited to 20% of total assets and the portfolio was not required to invest outside the U.S.

2The Russell 2000 Growth Index is an unmanaged index (with no defined investment objective) of those securities in the Russell 2000 Index With-a greater-than-
average growth orientation. The Russell 2000 Growth Index includes reinvestment of dividends, and is compiled by Frank Russell Company.

% The Russell 2500 Growth Index measures the performance of those companies in the Russell 2500 Index with higher price-to-book vatués and higher
forecasted growth rates. The Russell 2500 Index is composed of the 2,500 smallest companies in the Russell 3000 Index, which measures the performance of
the 3,000 largest U.S. companies based on total market capitalization.

*The Nasdaq Industrials Index measures the stock price performance of more than 3,000 industrial issues included in the Nasddg’0TC Composite Index. The
Nasdag OTC Composite Index represents 4,500 stocks traded over the counter.

UNDERSTANDING PERFORMANCE

= Total return tells you how much an investment in the portfolio has changed in value over afgiven time period. It assumes that all
dividends and capital gains (if any) were reinvested in additional shares. The change.in\value can be stated either as a cumulative
return or as an average annual rate of return.

= A cumulative total return is the actual return of an investment for a specified périod./The year-by-year total returns in the bar chart
are examples of one-year cumulative total returns.

= An average annual total return applies to periods longer than one year. |t smoothes out the variations in year-by-year performance to
tell you what constant annual return would have produced the investment’s actual cumulative return. This gives you an idea of an
investment’s annual contribution to your portfolio, assuming you held itsfor the entire period.

= Because of compounding, the average annual total returns inthiestable cannot be computed by averaging the returns in the bar chart.



INVESTOR EXPENSES

FEES AND PORTFOL1I0O EXPENSES

This table describes the fees and expenses you may bear as a shareholder. Annual portfolio operating expense figures are for the fiscal year ended
December 31, 2000. The table does not reflect additional charges and expenses which are, or may be, imposed under the variable contracts or plans; such
charges and expenses are described in the prospectus of the insurance company separate account or in the plan documents or other informational materials
supplied by plan sponsors.

Shareholder fees
(paid directly from your investment)

Sales charge “load” on purchases NONE
Deferred sales charge “load” NONE
Sales charge “load” on reinvested distributions NONE
Redemption fees NONE
Exchange fees NONE

Annual portfolio operating expenses
(deducted from fund assets)

Management fee 1.25%
Distribution and service (12b-1) fee NONE
Other expenses .28%
Total annual portfolio operating expenses* 1.53%

* Actual fees and expenses for the fiscal year ended December 31, 2000 are shown below. Fee waivers,expense reimbursements or credits reduced expenses
for the portfolio during 2000 but may be discontinued at any time:
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EXPENSES AFTER

WAIVERS,

REIMBURSEMENTS

OR CREDITS

Management fee 1.14%
Distribution and service (12b-1) fee NONE
Other expenses .26%
Total annual portfolio operating expenses 1.40%
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EXAMPLE

This example may help you compare the cost of investing in the portfolio with the cost of investing in other mutual funds. Because it uses hypothetical
conditions, your actual costs may be higher or lower.

Assume you invest $10,000, the portfolio returns 5% annually, expense ratios remain as listed in the first table above (before fee waivers and expense
reimbursements and credits), and you close your account at the end of each of the time periods shown. Based on these assumptions, your cost would be:

ONE YEAR THREE YEARS FIVE YEARS 10 YEARS
‘ GLOBAL POST-VENTURE CAPITAL PORTFOLIO ‘ $156 ‘ $483 ‘ $834 | $1,824




THE PORTFOLIO IN DETAIL

. THE M ANAGEMENT FIRMS

CREDIT SUISSE ASSET MANAGEMENT, LLLC
466 Lexington Avenue
New York, NY 10017

= [nvestment adviser for the portfolio

» Responsible for managing the portfolio’s assets
according to its goal and strategies

= A member of Credit Suisse Asset Management, the
institutional asset management and mutual fund arm of
Credit Suisse Group (Credit Suisse), one of the world’s
leading banks

» Credit Suisse Asset Management companies manage
approximately $94 billion in the U.S. and $298 billion
globally

» Credit Suisse Asset Management has offices in 14
countries, including SEC-registered offices in New
York and London; other offices (such as those in
Budapest, Frankfurt, Milan, Moscow, Paris, Prague,
Sydney, Tokyo, Warsaw and Zurich) are not registered
with the U.S. Securities and Exchange Commission

For easier reading, Credit Suisse Asset Management,
LLC will be referred to as “CSAM” throughout this
Prospectus.

ABBOTT CAPITAL MANAGEMENT, LLC
50 Rowes Wharf, Suite 240
Boston, MA 02110-3328
= Sub-investment adviser for the portfolio
m Responsible for managing the portfolio’s investments in
private-equity portfolios
m A registered investment adviser concentrating on
venture-capital, buyout, and special-situation
investments
= Currently manages approximately $5.5 billien-in assets
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. PORTFOLIO INFORMATION KEY

A concise description of the portfolio begins on the next
page. The description provides the following information:

GOAL AND STRATEGIES

The portfolio’s particular investment goal and the
strategies it intends to use in pursuing that goal.
Percentages of portfolio assets are based on total assets
unless indicated otherwise.

PORTFOLIO INVESTMENTS

The primary types of securities in which the portfolio
invests. Secondary investments are described in “More
About Risk.”

RisK FACTORS

The major risk factors associated with the portfolio.
Additional risk factors are included in “More About
Risk.”

PORTFOLIO MANAGEMENT
The individuals designated by the investment adviser to
handle the portfolio’s day-to-day management.

INVESTOR EXPENSES

Actual portfolio expenses for the 2000 fiscal year.
Future expenses may be higher or lower. Additional
expenses are, or may be, imposed under the variable
contracts or plans.

= Management fee The fee paid to the investment
adviser for providing investment advice to the portfolio
and compensating the sub-investment adviser of the
portfolio. Expressed as a percentage of average net
assets after waivers.

= Other expenses Fees paid by the portfolio for items
such as administration, transfer agency, custody,
auditing, legal and registration fees and miscellaneous
expenses. Expressed as a percentage of average net
assets after waivers, credits and reimbursements.

FINANCIAL HIGHLIGHTS
A table showing the portfolio’s audited financial
performance for up to five years.

= Total return How much you.would have earned on an
investment in the portfolio,‘assuming you had
reinvested all dividend and capital-gain distributions.

= Portfolio turnover An indication of trading frequency.
The portfolio may’ el securities without regard to the
length of time-they have been held. A high turnover rate
may increase the portfolio’s transaction costs and
negatively affect its performance. Portfolio turnover
may resulf in capital-gain distributions that could raise
your income-tax liability.

The Annual Report includes the auditor’s report, along
with the portfolio’s financial statements. It is available free
upon request.



. GOAL AND STRATEGIES

The portfolio seeks long-term growth of capital. To
pursue this goal, it invests in equity securities of U.S. and
foreign companies considered to be in their post-venture-
capital stage of development.

A post-venture-capital company is one that has received
venture-capital financing either:

» during the early stages of the company’s existence or
the early stages of the development of a new product or
service, or

®m as part of a restructuring or recapitalization of the
company

In either case, one or more of the following will have
occurred within 10 years prior to the portfolio’s purchase
of the company’s securities:

= the investment of venture-capital financing

» distribution of the company’s securities to venture-
capital investors

® the initial public offering

Under normal market conditions, the portfolio will
invest at least 65% of assets in equity securities of post-
venture-capital companies. The portfolio may invest in
companies of any size. The portfolio may invest without
limit in foreign securities and will invest in at least three
countries, including the U.S.

. PORTFOLIO INVESTMENTS

The portfolio invests primarily inséquity securities of
post-venture-capital companies. Equity holdings may
consist of:

= common and preferred 'stocks

= warrants

® securities convertible into common stocks
» partnership interests

The portfolio may invest up to 10% of assets in private-
equity portfolios that invest in venture-capital companies.

To a limited extent, the portfolio may also engage in
other investment practices.

. Risk FACTORS

The portfolio’s principal risk factors are:
= market risk
= foreign securities
» start-up and other small companies
= special-situation companies

The value of your investment generally will fluctuate in
response to stock-market movementss Because the
portfolio invests internationally,\it carries additional risks,
including currency, information and political risks.
Investing in start-up and\dther small companies may
expose the portfolio teyincreased market liquidity and
information risks. These risks are defined in “More About
Risk.”

Post-venture-capital companies are often involved in
“special sitiations.” Securities of special-situation
compadniesamay decline in value and hurt the portfolio’s
performance if the anticipated benefits of the special
situation do not materialize.

To the extent that it invests in private-equity portfolios,
the portfolio takes on additional liquidity, valuation and
other risks. “More About Risk” details certain other
investment practices the portfolio may use. Please read that
section carefully before you invest.

. PORTFOLIO M ANAGEMENT

Elizabeth B. Dater, Vincent J. McBride, Federico D.
Laffan and Greg Norton-Kidd manage the portfolio.
Calvin E. Chung assists them. Raymond L. Held and
Thaddeus 1. Grey manage the portfolio’s investments in
private-equity portfolios. You can find out more about the
portfolio’s managers in “Meet the Managers.”

. INVESTOR EXPENSES

Management fee 1.14%
All other expenses .26%
Total expenses 1.40%
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FINANCIAL HIGHLIGHTS

The figures below have been audited by the portfolio’s independent auditors, PricewaterhouseCoopers LLP.

YEAR ENDED: 12/00 12/99 12/98 12/97 12/96'

Per-share data

Net asset value, beginning of period $19.26 $11.82 $11.06 $9.76 $10.00

Investment activities:

Net investment loss (0.09) (0.08) (0.04) (0.08) 0.00

Net gain (loss) from investments and foreign currency related items (both realized and

unrealized) (3.56) 1.52 0.80 1.38 (0.24)
Total from investment activities (3.65) 7.44 0.76 1.30 (0.24)

Less Distributions:

Distributions from net realized gains (1.17) 0.00 0.00 0.00 0.00

Distributions in excess of net realized gains (0.82) 0.00 0.00 0.00 0.00
Total distributions (1.99) 0.00 0.00 0.00 0.00

Net asset value, end of period $13.62 $19.26 $11.82 $11.06 $9.76

Total return (18.94%) 62.94% 6:87% 13.34% (2.40%)?

Ratios and supplemental data:

Net assets, end of period (000s omitted) $168,034 $151,784 $62,055 $30,520 $12,400
Ratio of expenses to average net assets® 1.42% 1M1% 1.40% 1.40% 1.41%*
Ratio of net income (loss) to average net assets (.75%) (.87%) (.83%) (.75%) .80%°
Decrease reflected in above operating expense ratio due to waivers/reimbursements 11% 18% .30% 18% 4.16%°

Portfolio turnover rate 69% 44% 73% 238% %

' For the period September 30, 1996 (Commencement of Operations) through December 31, 1996
2 Not annualized.
® Annualized.

*Interest earned on uninvested cash balances is used to offset portions of the transferagent expenses. These arrangements resulted in a reduction to the
portfolio’s net expense ratio by .02%, .01%, .00%, .00% and .01% for each of the years_or period ended December 31, 2000, 1999, 1998, 1997 and 1996,
respectively. The portfolio’s operating expense ratio after reflecting these arrangeéments was 1.40% for each of the years or period ended December 31, 2000,
1999, 1998, 1997 and 1996, respectively.



MoRE ABOUT RISK

. INTRODUCTION

The portfolio’s goal and principal strategies largely
determine its risk profile. You will find a concise
description of the portfolio’s risk profile in “Key Points.”
The preceding discussion of the portfolio contains more
detailed information. This section discusses other risks that
may affect the portfolio.

The portfolio may use certain investment practices that
have higher risks associated with them. However, the
portfolio has limitations and policies designed to reduce
many of the risks. The “Certain Investment Practices”
table describes these practices and the limitations on their
use.

The Portfolio offers its shares to (i) insurance company
separate accounts that fund both variable-annuity contracts
and variable life insurance contracts and (ii) tax-qualified
pension and retirement plans including participant-directed
plans which elect to make the portfolio an investment
option for plan participants. Due to differences of tax
treatment and other considerations, the interests of various
variable-annuity contract owners and plan participants
participating in the portfolio may conflict. The Board of
Trustees will monitor the portfolio for any material
conflicts that may arise and will determine what action, if
any, should be taken. If a conflict occurs, the Board may
require one or more insurance company separate accounts
and/or plans to withdraw its investments in the portfolio
which may cause the portfolio to sell securities at
disadvantageous prices and disrupt orderly portfolio
management. The Board also may refuse to sell shares’of
the portfolio to any variable-annuity contract or plan ‘er
may suspend or terminate the offering of sharessof‘the
portfolio if such action is required by law ofsregulatory
authority or is in the best interests of the shareholders of
the portfolio.

. TYPES OF INVESTMENT.RISK

The following risks aregeferred to throughout this
Prospectus.

Access risk Somg eountries may restrict the portfolio’s
access to investments or offer terms that are less
advantageous«than those for local investors. This could
limit the-atfra¢tive investment opportunities available to the
portfolie.

Correlation risk The risk that changes in the value of
a hedging instrument will not match those of the
investment being hedged.

Credit risk The issuer of a security or the counterparty
to a contract may default or otherwise become unable to
honor a financial obligation.

Currency risk Fluctuations in exchange rates between
the U.S. dollar and foreign currencies may negatively
affect an investment. Adverse changes in exchange rates

may erode or reverse any gains produced by foreign-
currency-denominated investments and may widen any
losses.

Exposure risk The risk associated with investments
(such as derivatives) or practices (such as short selling)
that increase the amount of money the portfolio could gain
or lose on an investment.

» Hedged Exposure risk could multiply losses
generated by a derivative or practice used for
hedging purposes. Such losses should be
substantially offset by gains on the hedged
investment. However, while hedging=Can reduce or
eliminate losses, it can also reduce, or eliminate
gains.

» Speculative To the extent that a derivative or
practice is not used as(a‘hedge, the portfolio is
directly exposed, to its)risks. Gains or losses from
speculative positions in a derivative may be much
greater than the'derivative’s original cost. For
example, potential losses from writing uncovered
call options and from speculative short sales
are unlimited.

Extension risk An unexpected rise in interest rates
may extend the life of a mortgage-backed security beyond
the‘expected prepayment time, typically reducing the
security’s value.

Information risk Key information about an issuer,
security or market may be inaccurate or unavailable.

Interest-rate risk Changes in interest rates may cause
a decline in the market value of an investment. With bonds
and other fixed-income securities, a rise in interest rates
typically causes a fall in values, while a fall in interest
rates typically causes a rise in values.

Liquidity risk Certain portfolio securities may be
difficult or impossible to sell at the time and the price that
the portfolio would like. The portfolio may have to lower
the price, sell other securities instead or forego an
investment opportunity. Any of these could have a negative
effect on portfolio management or performance.

Market risk The market value of a security may move
up and down, sometimes rapidly and unpredictably. These
fluctuations, which are often referred to as “volatility,”
may cause a security to be worth less than it was worth at
an earlier time. Market risk may affect a single issuer,
industry, sector of the economy, or the market as a whole.
Market risk is common to most investments—including
stocks and bonds, and the mutual funds that invest in them.

Operational risk Some countries have less-developed
securities markets (and related transaction, registration and
custody practices) that could subject the portfolio to losses
from fraud, negligence, delay or other actions.

Political risk Foreign governments may expropriate
assets, impose capital or currency controls, impose
punitive taxes, or nationalize a company or industry. Any
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of these actions could have a severe effect on security
prices and impair the portfolio’s ability to bring its capital
or income back to the U.S. Other political risks include
economic policy changes, social and political instability,
military action and war.

Prepayment risk Securities with high stated interest
rates may be prepaid prior to maturity. During periods of

falling interest rates, the portfolio would generally have to
reinvest the proceeds at lower rates.
Valuation risk The lack of an active trading market

may make it difficult to obtain an accurate price for a
portfolio security.



CERTAIN INVESTMENT PRACTICES
For each of the following practices, this table shows the applicable investment limitation. Risks are indicated for each practice.

KEY TO TABLE:
B Permitted without limitation; does not indicate actual use

20% ltalic type (e.g., 20%) represents an investment limitation as a percentage of net portfolio assets; does not
indicate actual use

20% Roman type (e.g., 20%) represents an investment limitation as a percentage of total portfolio assets; does
not indicate actual use

O Permitted, but not expected to be used to a significant extent
— Not permitted

INVESTMENT PRACTICE LiMit

Borrowing The borrowing of money from banks to meet redemptions or for other temporary or emergency purposes. Speculative exposure sisk. 30%

Country/region focus Investing a significant portion of portfolio assets in a single country or region. Market swings in the targeted country or region
will be likely to have a greater effect on portfolio performance than they would in a more geographically diversified equity portfolio. Gtircency,
market, political risks. O

Currency transactions Instruments, such as options, futures, forwards or swaps, intended to manage portfolio exposure to cufrency risk or to

enhance total return. Options, futures or forwards involve the right or obligation to buy or sell a given amount of foreign currency at a specified

price and future date. Swaps involve the right or obligation to receive or make payments based on two different currency rates. Correlation, credit,
currency, hedged exposure, liquidity, political, speculative exposure, valuation risks.' ||

Emerging markets Countries generally considered to be relatively less developed or industrialized. Emerging markets ‘often face economic problems

that could subject a fund to increased volatility or substantial declines in value. Deficiencies in regulatory oversight/market infrastructure,

shareholder protections and company laws could expose a fund to risks beyond those generally encountered,in-developed countries. Access,

currency, information, liquidity, market, operational, political, valuation risks. O

Equity and equity related securities Common stocks and other securities representing or related to gwnership in a company. May also include
warrants, rights, options, preferred stocks and convertible debt securities. These investments may-go‘dewn in value due to stock market movements
or negative company or industry events. Liquidity, market, valuation risks. ||
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Foreign securities Securities of foreign issuers. May include depositary receipts. Currency, information, liquidity, market, operational, political,
valuation risks. ||

Futures and options on futures Exchange-traded contracts that enable the portfolio.to hedge against or speculate on future changes in currency
values, interest rates or stock indexes. Futures obllglate the portfolio (or give it thelright, in the case of options) to receive or make payment at 2
specific future time based on those future changes.' Correlation, currency, hedged exposure, interest-rate, market, speculative exposure risks. O

Investment-grade debt securities Debt securities rated within the four highest'grades (AAA/Aaa through BBB/Baa) by Standard & Poor’s or
Moody's rating service, and unrated securities of comparable quality. Cfedit, interest-rate, market risks. 20%

Mortgage-backed and asset-backed securities Debt securities backed by pools of mortgages, including passthrough certificates and other senior
classes of collateralized mortgage obligations (CMOs), or other réceivVables. Credit, extension, interest-rate, liquidity, prepayment risks. O

Non-investment-grade debt securities Debt securities rated below the fourth-highest grade (BBB/Baa) by Standard & Poor’s or Moody's rating
service, and unrated securities of comparable quality. Commenly referred to as junk bonds. Credit, information, interest-rate, liquidity, market,
valuation risks. 5%

Options Instruments that provide a right to buy (ealll.or sell (put) a particular security, currency or index of securities at a flxed price within a
certain time period. The portfolio may purchase'ar sell (write) both put and call options for hedging or speculative purposes.' Correlation, credit,
hedged exposure, liquidity, market, speculative exposure, valuation risks. 25%

Private funds Private limited partnerships.orother investment funds that themselves invest in equity or debt securities of:

m companies in the venture-capital rypoest-venture-capital stages of development

m companies engaged in special SitUations or changes in corporate control, including buyouts

Information, liquidity, market, valuation risks. 10%

Privatization programs Forgign governments may sell all or part of their interests in enterprises they own or control." Access, currency, information,
liquidity, operational, politieal, valuation risks. O

Real-estate investment trusts (REITs) Pooled investment vehicles that invest primarily in income-producing real-estate-related loans or interests.
Credit, interest-rate,"market risks. O

Restricted and other illiquid securities Certain securities with restrictions on trading, or those not actively traded. May include private placements.
Liquidity, market, valuation risks. 15%

Securities lending Lending portfolio securities to financial institutions; the portfolio receives cash, U.S. government securities or bank letters of
credit as collateral. Credit, liquidity, market risks. 331:%

Short sales Selling borrowed securities with the intention of repurchasing them for a profit on the expectation that the market price will drop.
Liquidity, market, speculative exposure risks. 10%

Short sales “against the box” A short sale when the portfolio owns enough shares of the security involved to cover the borrowed securities, if
necessary. Liquidity, market, speculative exposure risks. 10%
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INVESTMENT PRACTICE Luwir

Special-situation companies Companies experiencing unusual developments affecting their market values. Special situations may include

acquisition, consolidation, reorganization, recapitalization, merger, liquidation, special distribution, tender or exchange offer, or potentially favorable
litigation. Securities of a special-situation company could decline in value and hurt the portfolio’s performance if the anticipated benefits of the

special situation do not materialize. Information, market risks. |

Start-up and other small companies Companies with small relative market capitalizations, including those with continuous operations of less than
three years. Information, liquidity, market, valuation risks.

Temporary defensive tactics Placing some or all of the portfolio’s assets in investments such as money-market obligations and investment-grade
debt securities for defensive purposes. Although intended to avoid losses in adverse market, economic, political or other conditions, defensive
tactics might be inconsistent with the portfolio’s principal investment strategies and might prevent the portfolio from achieving its goal. O

Warrants Options issued by a company granting the holder the right to buy certain securities, generally common stock, at a specified price and
usually for a limited time. Liquidity, market, speculative exposure risks. 10%

When-issued securities and forward commitments The purchase or sale of securities for delivery at a future date; market value may change before
delivery. Liquidity, market, speculative exposure risks. 20%

' The portfolio is not obligated to pursue any hedging strategy. In addition, hedging practices may not be available, may be too costly:to’be used effectively or
may be unable to be used for other reasons.

2 The portfolio is limited to 5% of net assets for initial margin and premium amounts on futures positions considered to be specdlative by the Commodity Futures
Trading Commission.



MEET THE M ANAGERS

Elizabeth B. Dater
Managing Director

® Co-Portfolio Manager, Global Post-Venture Capital Portfolio
since inception

® With CSAM since 1999 as a result of Credit Suisse’s
acquisition of Warburg Pincus Asset Management, Inc.
(Warburg Pincus)

= With Warburg Pincus since 1978

Vincent J. McBride
Managing Director

® Co-Portfolio Manager, Global Post Venture Capital Portfolio
since February 2001

® With CSAM since 1999 as a result of Credit Suisse’s
acquisition of Warburg Pincus

= With Warburg Pincus since 1994

Federico/D. Laffan
Director

® Co-Portfolio Manager, Global Post-Venture Capital Portfolio
since May 2000

® With CSAM since 1999 as a result of Credit Suisse’s acquisition
of Warbutg Pincus

= With\Warburg Pincus since 1997

® Senior manager and partner with Green Cay Asset
Management, 1996 to 1997

® Senior portfolio manager and director with Foreign &
Colonial Emerging Markets, London, 1990 to 1996

i

Greg Norton-Kidd
Director

® Co-Portfolio Manager, Global Post-Venture-.€apital Portfolio
since February 2001

® With CSAM since August 1999

® Senior Japanese equity salesman"with the Flemings Group,
1990 to July 1999

Calvin E. Chung
Vice President

® Associate Portfolio Manager, Global Post-Venture Capital
Portfolio since May 2000

= With CSAM since January 2000

® Vice President and senior technology equity analyst at Eagle
Asset Management, 1997 to 1999

® Graduate student at the University of Chicago, 1995 to 1997

SUB-INVESTMENT ADVISER PORTFOLIO MANAGERS
Global Post-Venture Capital Portfolio

Raymond L. Held and Thaddeus I. Gray manage the Global
Post-Venture Capital Portfolio’s investments in private-equity
portfolios. Both are Investment Managers and Managing
Directors of Abbott Capital Management LLC, the portfolio’s
sub-investment adviser. Mr. Held has been with Abbott since
1986, while Mr. Gray joined the firm in 1989.

Job titles indicate position with the investment adviser.
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ABOUT YOUR ACCOUNT

. SHARE VALUATION

The price of your shares is also referred to as their net
asset value (NAV).

The NAV is determined at the close of regular trading
on the New York Stock Exchange (NYSE) (usually 4 p.m.
Eastern Time) each day the NYSE is open for business. It
is calculated by dividing the portfolio’s total assets, less its
liabilities, by the number of shares outstanding.

The portfolio values its securities based on market
quotations when it calculates its NAV. If market quotations
are not readily available, securities and other assets are
valued by another method that the Board of Trustees
believes accurately reflects fair value. Debt obligations that
will mature in 60 days or less are valued on the basis of
amortized cost, unless the Board determines that using this
method would not reflect an investment’s value.

Some portfolio securities may be listed on foreign
exchanges that are open on days (such as U.S. holidays)
when the portfolio does not compute its price. This could
cause the value of the portfolio’s investments to be
affected by trading on days when you cannot buy or sell
shares.

The portfolio initially values its investments in private-
equity portfolios at cost. After that, the portfolio values
these investments according to reports from the private-
equity portfolios that the sub-investment adviser generally
receives on a quarterly basis. The portfolio’s net asset
value typically will not reflect interim changes in the
values of its private-equity-portfolio investments.

. STATEMENTS AND REPORTS

The portfolio produces financial reports, ‘which include
among other things a list of the portfolio’s-heldings,
semiannually and updates its prospectus-annually. The
portfolio generally does not hold sharehelder meetings. To
reduce expenses by eliminating duplicate mailings to the
same address, the portfolio may-choose to mail only one
report, prospectus or proxy statement, as applicable, to
your household, even if more than one person in the
household has an accgunt*with the portfolio. Please call
800-222-8977 if yow'would like to receive additional
reports, prospectuses or proxy statements.

. DISTRIBUTIONS

Investors in the portfolio are entitled to a share of the
portfolio’s net income and gains on investments. The
portfolio passes these earnings along to its shareholders as
distributions.

The portfolio earns dividends from stocks and interest
from bond, money-market and other investments. These
are passed along as dividend distributions. The portfolio
realizes capital gains whenever it sells securities\for a
higher price than it paid for them. These arefpassed along
as capital-gain distributions.

The portfolio typically distributés(diyidends and capital
gains annually, usually in December."Distributions will be
reinvested automatically in additional shares of the
portfolio.

Estimated year-end-distribution information, including
record and payment‘dates will be available late in the year
at www.warburgfCem or by calling 800-222-8977.
Investors are €ncouraged to consider the potential tax
consequencesyof distributions prior to buying or selling
shares ofithe portfolio.

. TAXES

For a discussion of the tax status of a variable contract
or pension plan, refer to the prospectus of the sponsoring
participating insurance company separate account or plan
documents or other informational materials supplied by
plan sponsors.

Because shares of the portfolio may be purchased only
through variable contracts and plans, income dividends or
capital-gain distributions from the portfolio are taxable, if
at all, to the participating insurance companies and plans
and will be exempt from current taxation of the variable-
contract owner or plan participant if left to accumulate
within the variable contract or plan.

The portfolio intends to comply with the diversification
requirements currently imposed by the Internal Revenue
Service on separate accounts of insurance companies as a
condition of maintaining the tax-deferred status of variable
contracts.



BUYING AND SELLING SHARES

You may not buy or sell shares of the portfolio directly;
you may only buy or sell shares through variable-annuity
contracts and variable life insurance contracts offered by
separate accounts of certain insurance companies or
through tax-qualified pension and retirement plans. The
portfolio may not be available in connection with a
particular contract or plan.

An insurance company’s separate accounts buy and sell
shares of the portfolio at NAV, without any sales or other
charges. Each insurance company receives orders from its
contract holders to buy or sell shares of the portfolio on
any business day that the portfolio calculates its NAV. If
the order is received by the insurance company prior to the
close of regular trading on the NYSE, the order will be
executed at that day’s NAV.

Plan participants may buy shares of the portfolio
through their plan by directing the plan trustee to buy
shares for their account in a manner similar to that
described above for variable annuity and variable life
insurance contracts. You should contact your plan sponsor
concerning the appropriate procedure for investing in the
portfolio.

The portfolio reserves the right to:

refuse any specific purchase or exchange request,
including those from any person or group who, in the
portfolio’s view, is likely to engage in excessive trading

change or discontinue its exchange privilege after
30 days’ notice to current investors, or temporarily
suspend this privilege during unusual market conditions

make a “redemption in kind”—payment in\pettfolio
securities rather than cash—for certain lafge
redemption amounts that could hurt portfolio operations

suspend redemptions or postpone; payment dates as
permitted by the Investment Cempany Act of 1940 (such
as during periods other than‘weekends or holidays when
the NYSE is closed or trading on the NYSE is restricted,
or any other time that'the’SEC permits)

stop offering the.portfolio’s shares for a period of time
(such as when{management believes that a substantial
increase intassets could adversely affect it)

2
|
5
2
>
]
-
m
z
<
m
A
-
k<
m
z
=
o
o
=
o
z
@
-
Pl
o
wv
-
m
0
-
[
wn
m
wn




FOR MORE INFORMATION

S$3SN.LD3dSOUd ;,SNOILJO LNIWLSIANI ITaVRIVA ‘ 111 Lidvd

This Prospectus is intended for use in connection with
certain insurance products and pension and retirement
plans. Please refer to the prospectus of the sponsoring
participating insurance company separate account or to the
plan documents or other informational materials supplied
by plan sponsors for information regarding distributions
and instructions on purchasing or selling a variable
contract and on how to select a portfolio as an investment
option for a variable contract or plan. More information
about the portfolio is available free upon request, including
the following:

ANNUAL/SEMIANNUAL REPORTS TO
SHAREHOLDERS

Includes financial statements, portfolio investments and
detailed performance information.

The Annual Report also contains a letter from the
portfolio’s managers discussing market conditions and
investment strategies that significantly affected portfolio
performance during its past fiscal year.

. OTHER INFORMATION

A current Statement of Additional Information (SAI),
which provides more details about the portfolio, is on file
with the Securities and Exchange Commission (SEC) and
is incorporated by reference.

You may visit the SEC’s Internet Web site

(www.sec.gov) to view the SA7I, material incorporated by
reference and other information. You can also obtain

copies by visiting the SEC’s Public Reference Room in
Washington, DC (phone 202-942-8090) or by sending your
request and a duplicating fee to the SEC’s Public
Reference Section, Washington, DC 20549-6009 or
electronically at publicinfo@sec.gov.

Please contact the Trust to obtain, without charge, the
SAI, Annual and Semiannual Reports and portfolio
holdings and other information, and to make shareholder
inquiries:

By TELEPHONE:

800-222-8977

By FACSIMILE:
646-354-5026

By MAIL:
Credit Suisse WarbuggRincus Trust
P.O. Box 9030
Boston, MA 02205-9030

By OVERNIGHT'OR COURIER SERVICE:
Boston Financial Data Services, Inc.
Attn: Credit Suisse Warburg Pincus Trust
66.Brooks Drive
Braintree, MA 02184

ON THE INTERNET:
www.warburg.com

SEC file number:
Credit Suisse Warburg Pincus Trust 811-07261

CREDIT SUISSE WARBURG PINCUS FUNDS

CREDIT | ASSET
SUISSE | MANAGEMENT

P.O. Box 9030, BosTON, MA 02205-9030
800-222-8977 = Www.warburg.com

CREDIT SUISSE ASSET MANAGEMENT SECURITIES, INC., DISTRIBUTOR.

TRGPV-1-0501
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DaVIs The Securities and Exchange Commission has neither approved nor
disapproved of these securities, nor has it determined whether this
prospectus is accurate or complete. Anyone who tells you otherwise is

OVER 25 YEARS OF RELIABLE INVESTING” committing a crime.
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This prospectus contains important information. Please read it carefully
before investing and keep it for future reference.

These Funds are sold exclusively to insurance company separate accounts
for variable annuity and variable life insurance contracts.

Shares of these Funds are not deposits or obligations of any bank, are nof
guaranteed by any bank, are not insured by the FDIC or any other ageney,
and involve investment risks, including possible loss of the principal*amount
invested.
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Davis Value Portfolio

Investment Objective and Strategies

Davis Value Portfolio’s investment objective is growth of capital. The Fund invests principally in
common stock of U.S. companies with market capitalizations of at least $5 billion, which we
believe are of high quality and whose shares are selling at attractive prices. We select stocks with
the intention of holding them for the long term. We believe that managing risk is the key to
delivering superior long-term investment results; therefore, we consider how much could
potentially be lost on an investment before considering how much might be gained.

The Davis Investment Philosophy

Davis Value Portfolio is managed using the Davis investment philosophy,which stresses a back-
to-basics approach. We use extensive research to buy growing companies at value prices and hold
on to them for the long term. We look for companies with sustainabl¢ growth rates selling at
modest price-earnings multiples that we hope will expand as other{investors recognize the
companies’ true worth.

Over the years, Davis Selected Advisers, L.P., has develgped a list of 10 characteristics that we
believe allow companies to sustain long-term growth andiminimize risks to enhance their
potential for superior long-term returns. Although few_companies exhibit all 10 characteristics,
we search for those possessing:

Excellent management.

Managers who own stock in theip 0Wn company.

Strong returns on investments ‘of its capital.

A lean expense structure,

A dominant or growing,market share in a growing market.
A proven record as(@n acquirer.

A strong balancg\sheet.

Products or services that are not likely to become obsolete.
Successfulinternational operations.

Innovatien’in all aspects of operations.

L R Z2ER ZNR R JER JNE JER 2R 2R 2

We emphasize individual stock selection and believe that the ability to evaluate management is
critical { We routinely visit the managers at their places of business in order to gain insight into the
relative value of different businesses.

Principal Risks of Investing in Davis Value Portfolio

There is a risk that you could lose all or a portion of your investment in Davis Value Portfolio.
The value of your investment in the Fund will vary with the prices of the securities in which the
Fund invests. This section describes what we think are the most significant factors that can cause
Davis Value Portfolio’s performance to suffer.
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» Market risk. The market value of shares of common stock can change rapidly and
unpredictably as a result of political or economic events having little or nothing to do with the
performance of the company.

> Company risk. The price of a common stock varies with the success and failure of its issuer.
As a result, the success of the companies in which Davis Value Portfolio invests largely
determines the Fund’s performance.

Performance Information
The following bar chart and table provide an indication of the risks of investing in Dayis-Value
Portfolio. The Fund’s past performance is not necessarily an indication of its future performance.

The bar chart and performance table shown do not reflect charges at the separate-account level. If
they did, the performance shown would be lower.

Davis Value Portfolio

Total Return Since 2000
(As of December 31°')

20%

15% 9.30%
10%
5%
0%

2000

During the period shown in the bar chart, the highest
quarterly retutn” was 9.56% for the first quarter of
2000, and the\worst quarterly return was (2.32)% for
the .seeond quarter of 2000. Year-to-date
performance as of 03/31/01 (unannualized) was
(9.58)%.

Davis Value Portfolio Average Annual Total Returns
(For the periods ended December 31, 2000)

Past 1 Year Life of Fund
(July 1, 1999)
Davis Value Portfolio 9.30% 7.94%
S&P 500" Index"” (9.10)% (1.79)%

M The Standard & Poor’s 500® Index is a broad based index of common stocks frequently
used as a general measure of U.S. stock market performance.



Davis Management
The Adviser and Sub-Adviser

Davis Selected Advisers, L.P. (“Adviser”) serves as the investment adviser for each of the Davis
Funds, including Davis Value Portfolio. The Adviser’s offices are located at 2949 East Elvira
Road, Suite 101, Tucson, Arizona 85706. The Adviser provides investment advice for each of the
Davis Funds, manages their business affairs, and provides day-to-day administrative services. The
Adviser also serves as investment adviser for other mutual funds and institutional clients.

Davis Selected Advisers - NY, Inc. (“Sub-Adviser”) serves as the sub-adviser for each of the
Davis Funds, including Davis Value Portfolio. The Sub-Adviser’s offices are located at 609 Fifth
Avenue, New York, New York 10017. The Sub-Adviser provides investment management and
research services for the Davis Funds and other institutional clients, and is a whelly: owned
subsidiary of Davis Selected Advisers, L.P. The Sub-Adviser’s fee is paid by/Davis Selected
Adpvisers, not Davis Value Portfolio.

The Adviser’s Performance History

Davis Value Portfolio was first offered to the public on July;-1999. However, Davis Selected
Advisers has been managing accounts in a similar style for'a'number of years. The performance
results presented in the table that follows should not be censidered predictions of the future
performance of Davis Value Portfolio. Davis Value Portfolio’s performance may be either
higher or lower than the Davis Large Cap Equity Composite presented as follows.

The Davis Large Cap Equity Composite.performance history includes all accounts with
investment objectives, policies and strategies substantially similar (although not necessarily
identical) to those used by Davis Selected Advisers in managing Davis Value Portfolio. Mutual
funds and private accounts also may“be included in the performance history. Private accounts are
not subject to certain investment limitations, diversification requirements and other restrictions
imposed by the 1940 Act and the Internal Revenue Code, which, if applicable, might adversely
affect the performance results.

The performance history compares the Davis Large Cap Equity Composite on an annualized
asset-weighted basis‘against the S&P 500" Index. Composite performance is presented net of the
Fund’s annual(operating expenses of 1%. The Adviser is contractually committed to waive fees
and/or reimburse the Fund’s expenses to the extent necessary to cap total annual fund operating
expensesiat1% until May 1, 2002. Davis Large Cap Equity Composite performance is computed
using‘an-internal time-weighted rate of return for each account (including every private account
and ‘every mutual fund in the composite), weighted for the relative size of each account using
beginning of period values.

The insurance company’s charges would have lowered the following Composite Returns. The
calculation used to measure the performance of a composite is different from the standardized
SEC method used to measure the performance of a single mutual fund. The S&P 500 Index is a
widely recognized broad based index of large capitalization stock performance.
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THE FOLLOWING INFORMATION FOR DAVIS SELECTED ADVISERS DOES NOT
REPRESENT THE PERFORMANCE OF DAVIS VALUE PORTFOLIO.

Davis Large Cap Equity Composite Returns
(For the periods ending December 31, 2000)

Past 1 Year Past 5 Years Past 10 Years \ Since January 1, 1970 ‘

Davis Large Cap 9.69% 20.53% 20.18% 14.77%
Equity Composite
S&P 500% Index (9.10)% 18.30% 17.43% 12.87%

As of December 31, 2000, the composite included 79 accounts with aggregate assets of $32.9 billion.

Adviser Compensation
The Adviser’s compensation for its services (based on average net assets) was/0.75%.

The Adviser is contractually committed to waive fees and/or reimburse.the’Fund’s expenses to
the extent necessary to cap total annual fund operating expenses at 1% until May 1, 2002; after
that date, there is no assurance that expenses will be capped. What\the Fund’s expense ratios
would have been without the expense cap are discussed in the Fifiancial Highlights table.

Senior Research Adviser and Founder, Portfolio Managers

Shelby M.C. Davis serves as Senior Research Adviser and Founder of Davis Selected Advisers.
He previously served as Davis New York Venture Fund’s Portfolio Manager from its inception in
1969 until February 1997 and served as President of the Davis Funds until March 2000. The
Davis Funds are a family of mutual fundsymanaged by the Adviser, including Davis Value
Portfolio, Davis Financial Portfolio @nd Davis Real Estate Portfolio.

Christopher C. Davis has served as Portfolio Manager of Davis Value Portfolio with Kenneth
Charles Feinberg since inception of the Fund, July 1, 1999, and also manages other equity funds
advised by Davis Selected Advisers. He has served as Portfolio Manager of various equity funds
managed by Davis Selected Advisers since October 1995. Mr. Davis served as Assistant Portfolio
Manager and reseafch-analyst working with Shelby M.C. Davis from September 1989 through
September 1995

Kenneth €harles Feinberg has served as Portfolio Manager of Davis Value Portfolio with
Christopher C. Davis since the inception of the Fund, July 1, 1999, and also manages other equity
funds advised by Davis Selected Advisers. He has served as Portfolio Manager of various equity
funds managed by Davis Selected Advisers since May 1997. Mr. Feinberg started with Davis
Selected Advisers as a research analyst in December 1994.



Other Information
Purchase and Redemption of Shares

We ordinarily effect orders to purchase and redeem shares at the Fund’s next computed net asset
value after we have received an order. Life insurance companies participating in the Fund serve
as our designee for receiving orders of separate accounts that invest in the Fund.

The Fund has adopted a plan under Rule 12b-1 allowing the payment of up to 0.25% for
distribution expenses. If, in the future, the Fund begins making payments under the plan, thefi
these fees would be paid out of the Fund’s assets on an ongoing basis. Over time, these fees
would increase the cost of your investment and may cost you more than paying other types of
sales charges. Currently the Fund does not intend to make any payments under thisplan.

Pricing of Shares

Net asset values for all Davis Funds are determined each business day.)A business day is any day
the New York Stock Exchange is open for trading. We calculate net asset value either at the close
of the Exchange or at 4 p.m. Eastern Standard Time, whichever €omes first. Securities that trade
on an organized exchange are valued at the last published sales-price on the exchange. If no sales
are recorded, the securities are valued at the average ofithe ¢losing bid and asked prices on the
exchange. Over-the-counter securities are valued at the average of closing bid and asked prices.
Debt securities purchased with a maturity of 60 days'er less are usually valued at amortized cost.
Longer-term debt securities may be valued by an independent pricing service. Securities with
unavailable market quotations and other assets\are valued at “fair value” as determined by the
Board of Directors.

If any of the Fund’s securities are traded in markets that close at different times, events affecting
portfolio values that occur betweenthe time their prices are determined and the time the Fund’s
shares are priced will generalljanot be reflected in the Fund’s share price. The net asset value of
the Fund’s shares may change'en days when shareholders will not be able to purchase or redeem
the Fund’s shares.

The value of securjties/denominated in foreign currencies and traded in foreign markets will have
their value convetted into the U.S. dollar equivalents at the prevailing market rate as computed by
State Street Bank and Trust Company, our custodian bank. Fluctuation in the value of foreign
currencies.in,relation to the U.S. dollar may affect the net asset value of the Fund’s shares even if
there has\net been any change in the foreign currency price of the Fund’s investments.

Taxes

Davis Value Portfolio has elected to be taxed as a “regulated investment company” under the
provisions of Subchapter M of the Internal Revenue Code of 1986, as amended (the “Code”). If
the Fund continues to qualify as a regulated investment company and complies with the
appropriate provisions of the Code, it will pay no federal income taxes on the amounts it
distributes.
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Because the Fund’s shareholders are insurance companies (such as the one that issues your
contract), no discussion of the federal income tax consequences to sharcholders is included
herein. For information about the federal income tax consequences of purchasing the contracts,
see the prospectus for your contract.

Dividends and Distributions

Davis Value Portfolio generally declares and pays dividends and short-term and long-term capital
gains, if any, annually. All dividends and capital gains are paid to separate accounts of
participating insurance companies. At the election of these companies, dividends and
distributions are automatically reinvested at net asset value in shares of the Fund.

Financial Highlights

The following table is designed to show you the financial performance offDavis Value Portfolio
for the year 2000 and the period from July 1, 1999 (commencement of eperations) through
December 31, 1999, assuming that all dividends and capital gains have/been reinvested. Some of
the information reflects financial results for a single Fund share,

The information has been audited by KPMG LLP. KPMG_LLP’s report, along with the Fund’s
financial statements, is included in the annual report, which'is available upon request.



Davis Value Portfolio
Financial Highlights

>
3
July 1, 1999 =
(Commencement —
of operations) S
Year ended through s
December 31, 2000 December 31, 1999 =
z
Net Asset Value, Beginning of Period.........ccccovvvennee $ 1025 $ 10.00 a
-
Z
Income From Investment Operations z
Net Investment INCOME .........o.oeveeverrcereereeeiereieenennn 0.03 0.01 3
Net Realized and Unrealized X
GAINS ...t 0.92 0.25 o
Total From Investment Operations............ceeec..... 0.95 0.26 5
o
~
Dividends and Distributions e
Dividends from Net Investment Income.................. (0.03) (0.01) r(-|'1;
Return of Capital......cccccceeeieeeeeeieeeeeeeeeeeeaene =3 =3 d
Distributions from Realized Gains........ - 4
Total Dividends and Distributions.... (0.01) v
Net Asset Value, End of Period........cc.coovvvveeererennnen. $ 1025
Total RetUrn'.....cccccccccerorereeeceeeeeeeeeeeeee e 9.30% 2.64%
Ratios/Supplemental Data
Net Assets, End of Period (000 omitted)..,. (2 0........ $120,209 $12,668
Ratio of Expenses to Average Net AssetS\............... 1.00%* 1.00%"*
Ratio of Net Investment Income to
Average Net Assets 0.73% 0.43%"
Portfolio Turnover Rate?... 10% 5%

Assumes hypothetical jfiitial investment on the business day before the first day of the fiscal period (or inception of
offering), with all dividends and distributions reinvested in additional shares on the reinvestment date, and
redemption at the¢ net”asset value calculated on the last business day of the fiscal period. Total returns are not
annualized fonperiods of less than one year and do not reflect charges attributable to your insurance company’s
separate aceount. Inclusion of these charges would reduce the total returns shown.

The lesser of purchases or sales of portfolio securities for a period, divided by the monthly average of the market
valuewof portfolio securities owned during the period. Securities with a maturity or expiration date at the time of

dcquisition of one year or less are excluded from the calculation.

?*Less than $0.005 per share.

Had the Adviser not absorbed certain expenses the ratio of expenses to average net assets would have been 1.01%
and 2.29% for 2000 and 1999, respectively.

Annualized
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Davis Selected Advisers, L. P.
2949 East Elvira Road

Suite 101

Tucson, AZ 85706
www.davisfunds.com

Obtaining Additional’lnformation

For more.information about Davis Value Portfolio, request a free copy of the
Statement.of Additional Information or the Annual and Semi-Annual Reports.
The Statement of Additional Information provides more detailed information
abeut the Fund and its management and operations. An Annual Report dis-
cusses the market conditions and investment strategies that significantly affect-
éd the Fund’s performance during the last year. A Semi-Annual Report updates
information provided in the Annual Report for the succeeding six months.

The Fund’s Statement of Additional Information and Annual Report have been
filed with the Securities and Exchange Commission, are incorporated by refer-
ence, and are legally a part of this prospectus.

Where you can get these documents:

B From your Insurance Company or your Account Representative.
Your Insurance Company or Account Representative can provide you
with copies of these documents.

® Via the Internet. Visit the SEC Web site (www.sec.gov).

B From the SEC. The SEC’s Public Reference Room in Washington, DC.
For more information on the operations of the Public Reference Room,
call 1-800-SEC-0330. Additional copies of this information can be
obtained, for a duplicating fee, by writing the Public Reference Section of
the SEC, Washington, DC 20549-6009.

Investment Company Act File No. 811-9293

Davis

OVER 25 YEARS OF RELIABLE INVESTING”
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As with all fund prospectuses, the SEC has not approved or disapproved these securities or passed upon the

adequacy of this prospectus. Any representation to the contrary is a criminal offense.
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Franklin Templeton
Variable Insurance Products Trust

OVERVIEW

Franklin Templeton Variable Insurance Products Trust (the Trust) currently consists of twenty-seven (27) separate

series (the Fund or Funds), offering a wide variety of investment choices. Each Fund generally has two classes of

shares, Class 1 and Class 2. The Funds are generally only available as investment options in variable @nntiity or

variable life insurance contracts. The accompanying contract prospectus indicates which Funds andnolasses are

available to you.

INVESTMENT CONSIDERATIONS

e Fach Fund has its own investment strategy and
risk profile. Generally, the higher the expected rate
of return, the greater the risk of loss.

e No single Fund can be a complete investment
program,; consider diversifying your Fund choices.

¢ You should evaluate each Fund in relation to your
personal financial situation, investment goals, and
comfort with risk. Your investment representative
can help you determine which Funds are right for
you.

RISKS

e There can be no assurance that any Fund will
achieve its investment goal.

e Because you could lose money by investing in a
Fund, take the time to read each Fund ‘description
and consider all risks before investing:

o All securities markets, interest rates, and currency
valuations move up and down \sometimes

dramatically, and mixed with-the good years can be

some bad years. Since nd,0ne can predict exactly
how financial marketS"will perform, you may want
to exercise patiencé-and focus not on short-term
market movemefits; but on your long-term
investment goals:

e Fund sharesare not deposits or obligations of, or
guaranteed-or endorsed by, any bank, and are not
federdlly~insured by the Federal Deposit Insurance
Corporation, the Federal Reserve Board, or any
other agency of the U.S. government. Fund shares
involve investment risks, including the possible
loss of principal.

More detailed information about each Fund,
its investment policies, and its particular
risks can be found in the Trusts Statement of
Additional Information (SAD).

MANAGEMENT

The Funds’ investmentynanagers and their affiliates
manage over $225.billion in assets. In 1992, Franklin
joined forces with/Templeton, a pioneer in
international ihvesting. The Mutual Advisers
organizatiofbecame part of the Franklin Templeton
organization, four years later. Today, Franklin
Templeton fnvestments is one of the largest mutual
fund, organizations in the United States, and offers
money management expertise spanning a variety of
investment objectives.
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Franklin Small Cap Fund

GOAL AND STRATEGIES

GOAL The Fund’s investment goal is long-term
capital growth.

MAIN INVESTMENTS Under normal market
conditions, the Fund will invest at least 65% of its
total assets in the equity securities of U.S. small
capitalization (small cap) companies. For this Fund,
small cap companies are those companies with
market capitalization values not exceeding: (i) $1.5
billion; or (ii) the highest market capitalization value
in the Russell 2000 Index; whichever is greater, at
the time of purchase. That index consists of 2,000
small companies that have publicly traded securities.
Market capitalization is defined as share price
multiplied by the number of common stock shares
outstanding. The Fund generally expects that the
median market capitalization of its portfolio will
significantly exceed that of the Russell 2000 Index.
The manager may continue to hold an investment
for further capital growth

The Fund invests
primarily in common
stocks of small cap
U.S. companies.

opportunities even if the company is
no longer small cap. The Fund may
invest substantially in the technology.
sector (including electronic
technology, technology services, and
health technology).

In addition to its main investments, thé/Fund may
invest in equity securities of larger €ompanies. When
suitable opportunities are availahte, the Fund also
may invest in initial public offerinigs (IPOs) of
securities, and may invese alvery small portion of its
assets in private or illiquid Securities, such as late
stage venture capital financings. An equity security

represents a proportionate share of the ownership of
a company, its value is based on the success of the
company’s business, any income paid to stockholders,
the value of its assets, and general market conditions.
Common and preferred stocks, and securitigs
convertible into common stock are examples-of
equity securities.

PORTFOLIO SELECTION The manager is a research
driven, fundamental investor,‘puzsuing a growth
strategy. As a “bottom-up”_inyvestor focusing primarily
on individual securities)\the'manager chooses
companies that it belieéwes are positioned for rapid
growth in revenues, eatnings or assets. The manager
relies on a team (of)janalysts to provide in-depth
industry expettise and uses both qualitative and
quantitativevanalysis to evaluate companies for
distinctrand sustainable competitive advantages.
Advantages, such as a particular marketing or
product niche, proven technology, and industry
leadership are all factors the manager believes point
to strong long-term growth potential.

TEMPORARY INVESTMENTS When the manager
believes market or economic conditions are
unfavorable for investors, is unable to locate suitable
investment opportunities, or seeks to maintain
liquidity, it may invest all or substantially all of the
Fund’s assets in short-term investments, including
cash or cash equivalents. Under these circumstances,
the Fund may temporarily be unable to pursue its
investment goal.

FS-1 Franklin Small Cap Fund - Class 2




MAIN RISKS

The Fund’s main risks can affect the Fund’s share
price, its distributions or income and, therefore, the

Fund’s performance.

Because the sfocks the
Fund holds fluctuate in
price with market
conditions, the value of
your investments in the
Fund will go up and
down. This means you
could lose money over
short or even extended
periods.

STOCKS While stocks have
historically outperformed other asset
classes over the long term, their value
tends to go up and down more
dramatically over the short term.
These price movements may result
from factors affecting individual
companies, industries, or securities
markets.

GROWTH STYLE INVESTING
Growth stock prices reflect

projections of future earnings or revenues, and can,
therefore, fall dramatically if the company fails to
meet those projections. Growth stocks also may be
more volatile and expensive relative to their earnings
or assets compared to value or other stocks. Because
the Fund’s manager uses an aggressive growth
strategy, an investment in the Fund involves greater
risk and more volatility than an investment in a_ less
aggressive growth fund.

SMALLER COMPANIES While smaller cgmipanies,
and to some extent mid-size companiess;,;may offer
opportunities for capital growth, they~also have
significant risk. Historically, smaller cempany
securities have been more volatile.ih price and have
fluctuated independently from larger company
securities, especially overgthe¢vshort term. Smaller or
relatively new companiés can be particularly sensitive
to changing economie’¢onditions, including increases
in interest rates pecause it may be more difficult for
them to make intetest payments or to obtain credit
to expand, dand*their growth prospects may be less

certain.

For examiple, smaller companies may lack depth of
management or may have limited financial resources
for-growth or development. They may have limited
product lines or market share. Smaller companies
may be in new industries, or their new products or
services may not find an established market or may
rapidly become obsolete. Smaller companies’
securities may be less liquid which may adversely

affect their price. Investments in these companies
may be considered speculative.

IPOs issued by unseasoned companies with little or
no operating history are risky and their prices are
highly volatile, but they can result in very lazge/gains
in their initial trading. Attractive IPOs are often
oversubscribed and may not be available @oythe Fund,
or only in very limited quantities. Thus, when the
Fund’s size is smaller, any gains from IPOs will have
an exaggerated impact on the Fund’s reported
performance than when the Eund is larger.

SECTOR FOCUS By foeusing on particular sectors
from time to time, the/Eund carries greater risk of
adverse developments in a sector than a fund that
always invests in @ wide variety of sectors.

Technology(companies. Technology company
stocks hdyenbeen subject to abrupt or erratic price
moverents; especially over the short term, due to
thesrapid pace of product change and development
affecting such companies. Technology companies are
stibject to significant competitive pressures, such as
new market entrants, aggressive pricing, and tight
profit margins. Prices of technology company stocks
often change collectively without regard to the merits
of individual companies.

Electronic technology and technology services
companies also face the risks that new services,
equipment or technologies will not be accepted by
consumers and businesses or will rapidly become
obsolete. These factors can affect the profitability of
technology companies and, as a result, their value. In
addition, because many Internet-related companies
are in the emerging stage of development, they are
particularly vulnerable to these risks.

Health technology companies may be affected by
government regulatory requirements, regulatory
approval for new drugs and medical products, patent
considerations, product liability, and similar matters.
In addition, this industry is characterized by
competition and rapid technological developments
which may make a company’s products or services
obsolete in a short period of time.

More detailed information about the Fund, its
policies, and risks can be found in the SAIL

FS-2 Franklin Small Cap Fund - Class 2
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PAST PERFORMANCE

¥

Best
Quarter:
Q4'99
60.90%

Worst
Quarter:
Q3 '98
-24.40%

This bar chart and table show the volatility of the Fund's returns, which is one indicator of the risks of investing in the Fund. The bar chart
shows changes in the Fund’s returns from year to year over the past ten calendar years or since the Fund's inception. The table shows how the
Fund's average annual total returns compare fo those of a broad-based securities market index. Of course, past performance cannot predict or
guarantee future results.

Performance reflects all Fund expenses but does not include any fees or sales charges imposed by the variable insurarice
contract for which the Fund is an investment option. If they had been included, performance would be lower.

FRANKLIN SMALL CAP FUND AVERAGE ANNUAL TOTAL RETURNS
CLASS 2 ANNUAL TOTAL RETURNS' For the periods ended December 3142000
96.36% Since

Inception
1\ Year 5 Years 11/01/95

Franklin Small Cap Fund

- Class 2 —14.76% 20.23%  20.04%

29.07% S&P 500 Index? —-9.11% 18.33% 19.11%
17.42% Russell 25009

Growth Index? —-16.09% 12.18% 12.92%

0.98% 14.76% These returns feflect periods of rapidly rising stock market and
700 Rl such gains ghay ot continue. Ongoing stock market volatility can
dramatically*ehange the Fund’s short-term performance; current
results=may differ.

1. All*Fund performance assumes reinvestment of dividends and

capital gains. Because Class 2 shares were not offered until 1/6/99,

€lass 2 Fund performance for prior periods represents the

% 7 98 44 00 historical results of Class 1 shares. For periods beginning on

Year 1/6/99, Class 2’s results reflect an additional 12b-1 fee expense,

which also affects future performance.
2. Source: Standard & Poor’s Micropal. The S&P 500® Index is an
unmanaged group of widely held common stocks. The Russell
2500® Growth Index is an unmanaged index of 2,500 companies
with small market capitalizations. Indexes include reinvested
dividends and/or interest. One cannot invest directly in an index,
nor is an index representative of the Fund’s investments.

FS-3 Franklin Small Cap Fund - Class 2




FEES AND EXPENSES

%

FRANKLIN SMALL CAP FUND - CLASS 2

This table describes the fees and expenses that you may pay if you
buy and hold shares of the Fund. The table and the example do
not include any fees or sales charges imposed by the
variable insurance contract for which the Fund is an
investment option. If they were included, your costs would be
higher. Investors should consult the contract prospectus or disclosure
document for more information.

SHAREHOLDER FEES
(fees paid directly from your investment)

Class 2
Maximum sales charge (load) imposed on purchases 0.00%
Maximum deferred sales charge (load) 0.00%

ANNUAL FUND OPERATING EXPENSES
(expenses deducted from Fund assets)

Class 2
Management fees 0.53%
Distribution and service (12b-1) fees' 0.25%
Other expenses 0.28%
Total annual Fund operating expenses? 1.06%
Management fee reduction® (0.04%)
Net annual Fund operating expenses® 1.02%

1. While the maximum amount payable tinder the Fund’s Class 2
rule 12b-1 plan is 0.35% per year,of the Fund’s average daily net
assets, the Fund’s Board of Trusteés*(Board) has set the current
rate at 0.25% per year.

2. Total annual Fund operafing expenses differ from the ratio of
expenses to average nef assets shown in the Financial Highlights
for the fiscal year endéd*December 31, 2000 because they have
been restated dueto a new management agreement effective
May 1, 2000.

3. The marniager has agreed in advance to reduce its fee to reflect
reduced,Setyices resulting from the Fund’s investment in a
Franklin, Templeton money fund. This reduction is required by the
Board‘and an order of the Securities and Exchange Commission
(SEC).

EXAMPLE

This example can help you compare the cost of investing in the Fund
with the cost of investing in other mutual funds. It assumes:

o You invest $10,000 for the periods shown;
o Your investment has a 5% return each year; and
o The Fund's operating expenses remain the same.

Although your actual costs may be higher or lower, based on these
assumptions your costs would be:

1 Year 3 Years
Class 2 $104  $325 $563

10 Years
$1,248

5 Years

FS-4 Franklin Small Cap Fund - Class 2
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MANAGEMENT

Franklin Advisers, Inc. (Advisers), 777 Mariners Island Blvd., San Mateo, California 94403-7777, is the Fund’s
investment manager.

MANAGEMENT TEAM The team responsible for the Fund’s management is:

Edward B. Jamieson Mr. Jamieson has been a manager of the Fund since its inception it

EXECUTIVE VICE PRESIDENT, ADVISERS 1995, and has been with Franklin Templeton Investments since~1987.

Michael McCarthy Mr. McCarthy has been a manager of the Fund since its incepfion in

VICE PRESIDENT, ADVISERS 1995, and has been with Franklin Templeton Investments,since 1992.

Aidan O’Connell Mr. O’Connell has been a manager of the Fund since 1998. Before

PORTFOLIO MANAGER, ADVISERS joining Franklin Templeton Investments in May 1998 Mr. O’Connell was
a research analyst and a corporate financial analyst at Hambrecht &
Quist.

The Fund pays Advisers a fee for managing the Fund’s assets. For the fiscal year'ended December 31, 2000,
management fees, before any advance waiver, were 0.53% of the Fund’s ayerage daily net assets. Under an
agreement by Advisers to reduce its fees to reflect reduced services resulting from the Fund’s investment in a
Franklin Templeton money fund, the Fund paid 0.49% of its averagé.daily net assets to Advisers for its
services. This reduction is required by the Board and an SEC ordér.

FS-5 Franklin Small Cap Fund - Class 2




FINANCIAL HIGHLIGHTS

The financial highlights table provides further details to help you understand the financial performance of
Class 2 shares for the past five years or since the Fund’s inception. The table shows certain information on a
single Fund share basis (per share performance). It also shows some key Fund statistics, such as total return
(past performance) and expense ratios. Total return represents the annual change in value of a share assuming
reinvestment of dividends and capital gains. This information has been audited by PricewaterhouseCoopers
LLP, independent auditors. Their report, along with the financial statements, is included in the Fund’s Amhual
Report (available upon request).

Class 2 Yedr,ended December 31,
2000 19993

Per share data ($)

Net asset value, beginning of year 26.80 14.25
Net investment gains (losses)' 12 (.04)
Net realized and unrealized gains (losses) (3.86) 12.68

Total from investment operations (3.74) 12.64
Distributions from net investment income — (.08)
Distributions from net realized gains (1.92) (.01)

Total distributions (1.92) (.09)

Net asset value, end of year 21.14 26.80

Total return (%)? (14.76) 89.05

Ratios/supplemental data

Net assefs, end of year ($ x 1,000) 301,420 6,156

Ratios o average net assets: (%)

Expenses 1.00 1.024
Net investment income (loss) 49 (.18)*
Portfolio turnover rate (%) 19.49 39.49

1. Based on average shares outstanding.

2. Total return does not include any fees, charges“or'expenses imposed by the variable annuity and life insurance contractions for which
the Fund serves as an underlying investment yehicle. If they had been included, total return would be lower. Total return is not
annualized for periods less than one year,

3. For the period January 6, 1999 (effectiveydate) to December 31, 1999.
4. Annualized.

FS-6 Franklin Small Cap Fund - Class 2
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Additional Information, All Funds

DISTRIBUTIONS AND TAXES

INCOME AND CAPITAL GAINS DISTRIBUTIONS
Each Fund will declare as dividends substantially all
of its net investment income. Except for the Franklin
Money Market Fund, each Fund typically pays
dividends from net investment income and net
capital gains, if any, at least annually. Dividends or
distributions by the Funds will reduce the per share
net asset value (NAV) by the per share amount paid.

The Franklin Money Market Fund declares a
dividend each day the Fund’s NAV is calculated,
equal to all of its daily net income, payable as of the
close of business the preceding day. The amount of
dividend may fluctuate from day to day and may be
omitted on some days, depending on changes in the
factors that comprise the Fund’s net income.

Dividends paid by a Fund will be automatically
reinvested in additional shares of that Fund or, if
requested, paid in cash to the insurance company
shareholder.

TAX CONSIDERATIONS The tax consequences/for
contract owners from their investment in variable
annuity or variable life insurance contractSwill
depend on the provisions of these contracts. Contract
owners should consult the accompanying contract
prospectus for more informatiorion these tax
consequences.

1 Franklin Templeton Variable Insurance Products Trust




Fund Account Information

BUYING SHARES

Shares of each Fund are sold at net asset value
(NAV) to insurance company separate accounts to
serve as investment options for variable annuity or
variable life insurance contracts, and for qualified
pension and retirement plans. The Funds’ Board of
Trustees (Board) monitors this to be sure there are
no material conflicts of interest between the two
different types of contract owners, given their
differences, including tax treatment. If there were,
the Board would take corrective action.

Contract owners’ payments will be allocated by the
insurance company separate account to purchase
shares of the Fund chosen by the contract owner,
and are subject to any limits or conditions in the
contract. Requests to buy shares are processed ap the
NAV next calculated after we receive the requestin
proper form. The Funds do not issue share
certificates.

SELLING SHARES

Each insurance company shareholder sells shares of
the applicable Fund to make benefit or surrender
payments or to execute exchanges (transfers)
between investment options under the terms of its

contracts. Requests~to sell shares are processed at the
NAV next calculated after the Fund receives the
request in proper form.

EXCHANGING SHARES

Contract owners may exchange shares of any one
class or Fund for shares of other classes or Fund$
through a transfer between investment optiens
available under a variable insurance contrace, subject
to the terms and any specific limitations enthe
exchange (or “transfer”) privilege deseribed in the
contract prospectus.

Frequent exchanges can interfere with Fund
management or operations and increase Fund costs.
To protect shareholders, there are limits on the
number and amount of Fund exchanges that may be
made (please see “Market Timers” below).

FUND ACCOUNINPOLICIES

CALCULATING SHARE'PRICE The Funds calculate
their NAV per shate-each business day at the close of
trading on the Néw York Stock Exchange (normally
1:00 p.m. Pacific time). Each class’ NAV is calculated
by dividing/its net assets by the number of its shares
outstanding.

The Funds’ assets are generally valued at their
market value, except that the Franklin Money Market
Fund’s assets are generally valued at their amortized
cost. If market prices are unavailable, or if an event
occurs after the close of the trading market that
materially affects the values, assets may be valued at
their fair value. If a Fund holds securities listed
primarily on a foreign exchange that trades on days
when the Fund is not open for business, the value of

the shares may change on days that the insurance
company shareholders cannot buy or sell shares.

Requests to buy and sell shares are processed on any
day the Funds are open for business at the NAV next
calculated after the Fund receives the request in
proper form.

STATEMENTS AND REPORTS Contract owners
will receive confirmations and account statements
that show account transactions. Insurance company
contract owners will receive the Funds’ financial
reports every six months from their insurance
company.

If there is a dealer or other investment representative
of record on the account, he or she will also receive

2 Franklin Templeton Variable Insurance Products Trust
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confirmations, account statements and other
information about the contract owner’s account
directly from the contract’s administrator.

MARKET TIMERS The Funds may restrict or refuse
investments by market timers. The following Funds
currently do not allow investments by market timers:
Franklin Aggressive Growth Securities Fund,
Franklin Global Health Care Securities Fund,
Franklin High Income Fund, Franklin Rising
Dividends Securities Fund, Franklin Technology
Securities Fund, Franklin Value Securities Fund,
Mutual Discovery Securities Fund, Mutual Shares
Securities Fund, Templeton Asset Strategy Fund and
Templeton Developing Markets Securities Fund.

As of July 1, 2001, the following Funds also will not
allow investments by market timers: Franklin Global
Communications Securities Fund, Franklin Income
Securities Fund, Franklin Large Cap Growth
Securities Fund, Franklin Small Cap Fund,
Templeton Growth Securities Fund, Templeton
International Securities Fund and Templeton
International Smaller Companies Fund.

You will be considered a market timer if you have (i)
requested an exchange out of the Fund within two
weeks of an earlier exchange request, or (i)
exchanged shares out of the Fund more than twice in
a calendar quarter, or (iii) exchanged shares\equal to
at least $5 million, or more than 1% of the Fund’s
net assets, or (iv) otherwise seem to(follow a timing
pattern. Accounts under common{ownership or
control are combined for these-limits.

ADDITIONAL POLICIES _Pléase note that the Funds
maintain additional policies’and reserve certain
rights, including:

e Fach Fund may r€fuse any order to buy shares.

e At any time] the Funds may establish or change
investmefit minimums.

e The Funds may modify or discontinue the
excharige privilege on 60 days’ notice to insurance
conpany shareholders.

e You may only buy shares of the Funds eligible for
sale in your state or jurisdiction.

e In unusual circumstances, we may temporarily
suspend redemptions, or postpone the payment of
proceeds, as allowed by federal securities laws.

e To permit investors to obtain the current price,
insurance companies are responsible for
transmitting all orders to the Fund pfemptly.

SHARE CLASSES Each Fund geperally has two
classes of shares, Class 1 and Class2. Each class is
identical except that Class2 hds a distribution plan
or “rule 12b-1” plan which istdescribed below.

Distribution and setvice/12b-1) fees. Class 2 has a
distribution plan, someétimes known as a rule 12b-1
plan, that allows~the Funds to pay distribution fees
to those who séll'and distribute Class 2 shares and
provide sesvices to shareholders and contract owners.
Because“these fees are paid out of Class 2 assets on
an ofi*going basis, over time these fees will increase
the ¢ost of an investment, and may cost you more
than paying other types of sales charges. While the
maximum amount payable under most Funds’

Class 2 rule 12b-1 plan is 0.35% per year of a Fund’s
average net assets, the Board of Trustees has set the
current rate at 0.25%. However, Franklin S&P 500
Index Fund, Franklin Strategic Income Securities
Fund, Templeton Asset Strategy Fund, Templeton
Developing Markets Securities Fund, Templeton
Global Income Securities Fund and Templeton
International Securities Fund each have a maximum
rule 12b-1 plan fee of 0.25% per year. A portion of
the fees payable to Franklin Templeton Distributors,
Inc. (Distributors) or others under the rule 12b-1
plan may be retained by Distributors for distribution
expenses.

QUESTIONS

More detailed information about the Trust and the
Funds’ account policies can be found in the Funds’
Statement of Additional Information. If you have any
questions about the Funds, you can write to us at
777 Mariners Island Blvd., PO. Box 7777, San Mateo,

CA 94403-7777. You can also call us at 1-800/321-
8563. For your protection and to help ensure we
provide you with quality service, all calls may be
monitored or recorded.

3 Franklin Templeton Variable Insurance Products Trust
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For More Information

The Funds of Franklin Templeton Variable Insurance Products Trust (the Trust) are generally only available as
investment options in variable annuity or variableéslife insurance contracts. Please consult the accompanying
contract prospectus for information about thejytérms of an investment in a contract.

You can learn more about the Fund imytheMollowing documents:

ANNUAL/SEMIANNUAL FUND REPORTS TO SHAREHOLDERS
Includes a discussion of recemf¥market conditions and investment strategies, financial statements, detailed
performance information, Fund, holdings, and the auditor’s report (Annual Report only).

STATEMENT OF ADDITIONAL INFORMATION
Contains more information about the Funds, their investments, policies, and risks. It is incorporated by
reference (is legally a“part of this prospectus).

For a free copyof'the current annual/semiannual report or SAI, please contact your investment representative
or call ustat\thé number below.

Franklin®Templeton® Investments
1:800/321-8563

You also can obtain information about the Funds by visiting the SEC’s Public Reference Room in Washington,
D.C. (phone 1-202/942-8090) or the EDGAR Database on the SEC’s Internet site at http://www.sec.gov. You can
obtain copies of this information, after paying a duplicating fee, by writing to the SEC’s Public Reference
Section, Washington, D.C. 20549-0102 or by electronic request at the following E-mail address:
publicinfo@sec.gov.

Investment Company Act file #811-5479 Lit. Code # FTVIPI P01 5/01
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RlSk return summary

GROWTH PORTFOLIO

Growth Portfolio is designed for long-term investors who primarily seek growth of capital and wheycan
tolerate the greater risks associated with common stock investments.

1. What is the investment objective of Growth Portfolio?

-

Growth Portfolio seeks long-term growth of capital in a manner consistent with theséseservation of
capital. \

The Portfolio’s Trustees may change this objective without a shareholder ote~and the Portfolio will
notify you of any changes that are material. If there is a material changéto the Portfolio’s objective or
policies, you should consider whether the Portfolio remains an apprgpriate investment for you. There is
no guarantee the Portfolio will meet its objective.

2. What are the main investment strategies of Growth Portfolio?

The portfolio manager applies a “bottom up” approach i ehoosing investments. In other words, he looks
at companies one at a time to determine if a companylis)an attractive investment opportunity and is
consistent with the Portfolio’s investment policies If the portfolio manager is unable to find investments
with earnings growth potential, a significant poptiow’ of the Portfolio’s assets may be in cash or similar
investments.

Within the parameters of its specific investment policies discussed below, the Portfolio may invest without
limit in foreign equity and debt secutifies:

The Portfolio will limit its investrden#’in high-yield/high-risk bonds to less than 35% of its net assets.

Growth Portfolio invests primaxily in common stocks selected for their growth potential. Although the
Portfolio can invest in compariies of any size, it generally invests in larger, more established companies.

3. What are the main risks of investing) in Growth Portfolio?

The biggest risk is' that the Portfolio’s returns may vary, and you could lose money. Growth Portfolio is
designed for long-térm investors who can accept the risks of investing in a portfolio with significant
common stock’holdings. Common stocks tend to be more volatile than other investment choices.

The value of the Portfolio’s holdings may decrease if the value of an individual company in the portfolio
decreases. The value of the Portfolio’s holdings could also decrease if the stock market goes down. If the
value-of the Portfolio’s holdings decreases, the Portfolio’s net asset value (NAV) will also decrease, which
means if you sell your shares in the Portfolio you may get back less money.

An investment in the Portfolio is not a bank deposit and is not insured or guaranteed by the Federal
Deposit Insurance Corporation or any other government agency.

2 Janus Aspen Series



The following information provides some indication of the risks of investing in Growth Portfolio by
showing how Growth Portfolio’s performance has varied over time. The bar chart depicts the chang¢in
performance from year to year during the periods indicated. The table compares the average annual\returns
for the Shares of the Portfolio for the periods indicated to a broad-based securities market indéxe

Growth Portfolio — Institutional Shares

Annual returns for periods ended 12/31

43.98% - 0%
— 40%
- 30%
— 0%
- 10%
0%
— (10%)

— (20%)
1994 1995 1996 1997 1998 1999 2000

Best Quarter:  4th-1998  27.71% Worst Quarter:  4th-2000  (17.01%)

3017%
22.75%

18.45%

2.16% (14.55%)

Average annual total return for periods ended 12/31/00

Since Inception

1 year 5 years (9/13/93)
Growth Portfolio — Institutional Shares (14.55%) 19.40% 18.06%
S&P 500 Index* (9.10%) 18.33% 17.74%

* The S&P 500 is the Standard & Poor’s Composite Index of 500 Stocks, a widely recognized, unmanaged index of common stock
prices.

Growth Portfolio’s pastpeifermance does not necessarily indicate how it will perform in the future.

Risk return summary 3
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FEES AND EXPENSES

Shareholder fees, such as sales loads, redemption fees or exchange fees, are charged directly to“at
investor’s account. The Janus funds are no-load investments, so you will generally not pay any ghareholder
fees when you buy or sell shares of the Portfolio. However, each variable insurance contract involves fees
and expenses not described in this prospectus. See the accompanying contract prospectus for information
regarding contract fees and expenses and any restrictions on purchases or allocations:

Annual fund operating expenses are paid out of the Portfolio’s assets and include fees for portfolio
management, maintenance of shareholder accounts, shareholder servicing, accounting and other services.
You do not pay these fees directly but, as the example below shows, thesé\cdsts are borne indirectly by all
shareholders.

This table and example are designed to assist participants in qualified plans that invest in the Shares of the
Portfolio in understanding the fees and expenses that you may pay as an investor in the Shares. Owners of
variable insurance contracts that invest in the Shares should, refer to the variable insurance contract

prospectus for a description of fees and expenses, as th¢ table and example do not reflect deductions
at the separate account level or contract level for any'charges that may be incurred under a contract.

Management Other Total Annual Fund
Fee Expenses Operating Expenses™
Growth Portfolio 0.65% 0.02% 0.67%

* Expenses are based upon expenses for the year ended December*81s2000, restated to reflect a reduction in the management fee for the
Portfolio. All expenses are shown without the effect of any expense offset arrangements.

EXAMPLE:

This example is intended to help you compare the cost ¢f tvesting in the Portfolio with the cost of investing in other mutual funds. The
example assumes that you invest $10,000 in the Portfglio for the time periods indicated and then redeem all of your shares at the end of
those periods. The example also assumes that yoursfhyestment has a 5% return each year, and that the Portfolio’s operating expenses remain
the same. Since no sales load applies, the results apply whether or not you redeem your investment at the end of each period. Although your
actual costs may be higher or lower, based on{these assumptions your costs would be:

1 Year 3 Years 5 Years 10 Years

Growth Portfolio $68 $214 $373 $835

4 Janus Aspen Series



Investment|objective, principal investment
strategies and risks

Growth Portfolio has a similar investment objective and similar principal investment strategies to

Janus Fund. Although it is anticipated that the Portfolio and Janus Fund will hold similar securifies,
differences in asset size, cash flow needs and other factors may result in differences in investmefit
performance. The expenses of the Portfolio and Janus Fund are expected to differ. The variable contract
owner will also bear various insurance related costs at the insurance company level. Yo should review the
accompanying separate account prospectus for a summary of fees and expenses.

INVESTMENT OBJECTIVE AND PRINCIPAL INVESTMENT STRATEGIES

This section takes a closer look at the investment objective of Growth Portfolio, its principal investment
strategies and certain risks of investing in Growth Portfolio. Strategies and policies that are noted as
“fundamental” cannot be changed without a shareholder vote.

Please carefully review the “Risks” section of this Prospectus for aydiscussion of risks associated with
certain investment techniques. We've also included a Glossary“with descriptions of investment terms used
throughout this Prospectus.
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Growth Portfolio seeks long-term growth of capital in aymenner consistent with the preservation of capital.
It pursues its objective by investing primarily in comimon stocks selected for their growth potential.
Although the Portfolio can invest in companies of any size, it generally invests in larger, more established
companies.

The following questions and answers are designed to help, you better understand Growth Portfolio’s principal investment
strategies.

1. How are common stocks selected?

Consistent with its investment ‘@bjective and policies, the Portfolio may invest substantially all of its assets
in common stocks if the paftfolio manager believes that common stocks will appreciate in value. The
portfolio manager generallystakes a “bottom up” approach to selecting companies. This means he seeks to
identify individual companies with earnings growth potential that may not be recognized by the market at
large. The portfolie- mahager makes this assessment by looking at companies one at a time, regardless of
size, country of¢organization, place of principal business activity, or other similar selection criteria.

Realization efércome is not a significant consideration when choosing investments for the Portfolio.
Incomeyrealized on the Portfolio’s investments may be incidental to its objective.

2. Are the same criteria used to select foreign securities?

Generally, yes. The portfolio manager seeks companies that meet his selection criteria, regardless of where
arcompany is located. Foreign securities are generally selected on a stock-by-stock basis without regard to
any defined allocation among countries or geographic regions. However, certain factors such as expected
levels of inflation, government policies influencing business conditions, the outlook for currency
relationships, and prospects for economic growth among countries, regions or geographic areas may
warrant greater consideration in selecting foreign securities. There are no limitations on the countries in
which the Portfolio may invest and the Portfolio may at times have significant foreign exposure.

Investment objective, principal investment strategies and risks 5
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3. What does “market capitalization” mean?

Market capitalization is the most commonly used measure of the size and value of a company. It,i¢
computed by multiplying the current market price of a share of the company’s stock by the totalrnumber
of its shares outstanding. The Portfolio does not emphasize companies of any particular size:

GENERAL PORTFOLIO POLICIES

The percentage limitations included in these policies and elsewhere in this Prospectus apply at the time of
purchase of a security. So, for example, if the Portfolio exceeds a limit as a result*of market fluctuations or
the sale of other securities, it will not be required to dispose of any securities

Cash Position

When the portfolio manager believes that market conditions are unfayorable for profitable investing, or
when he is otherwise unable to locate attractive investment oppertunities, the Portfolios’ cash or similar
investments may increase. In other words, the Portfolio does 1ot always stay fully invested in stocks and
bonds. Cash or similar investments generally are a residual & they represent the assets that remain after the
portfolio manager has committed available assets to desitable“investment opportunities. However, the
portfolio manager may also temporarily increase the“Rertfolio’s cash position to protect its assets or
maintain liquidity. When the Portfolio’s investments, in cash or similar investments increase, it may not
participate in market advances or declines to th€\same extent that it would if the Portfolio remained more
fully invested in stocks or bonds.

Other Types of Investments

Growth Portfolio invests primarily ifixdemestic and foreign equity securities, which may include preferred
stocks, common stocks, warrants.and securities convertible into common or preferred stocks. To a lesser
degree, the Portfolio may inyestdn other types of domestic and foreign securities and use other investment
strategies, which are desctibedvin the Glossary. These may include:

* debt securities
¢ indexed/structured, securities
* high-yield/high=risk bonds (less than 35% of the Portfolio’s assets)

* options;, fltiires, forwards, swaps and other types of derivatives for hedging purposes or for non-hedging
purposes’such as seeking to enhance return

* short sales (no more than 8% of the Portfolio’s assets may be invested in “naked” short sales)

¢ sécurities purchased on a when-issued, delayed delivery or forward commitment basis

Illiquid Investments

The Portfolio may invest up to 15% of its net assets in illiquid investments. An illiquid investment is a
security or other position that cannot be disposed of quickly in the normal course of business. For
example, some securities are not registered under U.S. securities laws and cannot be sold to the

U.S. public because of SEC regulations (these are known as “restricted securities”). Under procedures
adopted by the Portfolio’s Trustees, certain restricted securities may be deemed liquid, and will not be
counted toward this 15% limit.
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Foreign Securities

Within the parameters of its specific investment policies, the Portfolio may invest without limit in, foteigh
equity and debt securities. The Portfolio may invest directly in foreign securities denominated inga\fereign
currency and not publicly traded in the United States. Other ways of investing in foreign secufities include
depositary receipts or shares and passive foreign investment companies.

Special Situations

The Portfolio may invest in special situations. A special situation arises when, in the‘epinion of the
Portfolio’s manager, the securities of a particular issuer will be recognized and ,appreciate in value due to a
specific development with respect to that issuer. Special situations may inchide(significant changes in a
company’s allocation of its existing capital, a restructuring of assets, or a r€ditection of free cash flow.
Developments creating a special situation might include, among othersma\new product or process, a
technological breakthrough, a management change or other extraordinary corporate event, or differences in
market supply of and demand for the security. The Portfolio’s petfermance could suffer if the anticipated
development in a “special situation” investment does not occund#does not attract the expected attention.

Portfolio Turnover

The Portfolio generally intends to purchase securities forslong-term investment, although, to the extent
permitted by its specific investment policies, the Bortfolio may purchase securities in anticipation of
relatively short-term price gains. Short-term transactions may also result from liquidity needs, securities
having reached a price or yield objective, changgs in interest rates or the credit standing of an issuer, or by
reason of economic or other developments\not foreseen at the time of the investment decision. The
Portfolio may also sell one security and, simultaneously purchase the same or a comparable security to take
advantage of short-term differentials@ibond yields or securities prices. Changes are made in the Portfolio’s
holdings whenever the portfolio_rhdanager believes such changes are desirable. Portfolio turnover rates are
generally not a factor in making, buy and sell decisions.

Increased portfolio turnoyersmay result in higher costs for brokerage commissions, dealer mark-ups and
other transaction costseand’may also result in taxable capital gains. Higher costs associated with increased
portfolio turnover ngay,bifset gains in the Portfolio’s performance.

Investment objective, principal investment strategies and risks 7
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Risks FOR GROWTH PORTFOLIO

Because the Portfolio may invest substantially all of its assets in common stocks, the main risk is,the risk
that the value of the stocks it holds might decrease in response to the activities of an individugal company
or in response to general market and/or economic conditions. If this occurs, the Portfolio’s shate price may
also decrease. The Portfolio’s performance may also be affected by risks specific to certain’‘types of
investments, such as foreign securities, derivative investments, non-investment grade bonds, initial public
offerings (IPOs) or companies with relatively small market capitalizations. IPOs and”ether investment
techniques may have a magnified performance impact on a Portfolio with a small‘asset base. A Portfolio
may not experience similar performance as its assets grow.

The following questions and answers are designed to help you better understand some”pfMthe risks of investing in Growth

1. The Portfolio may invest in smaller or newer companies. Does this create any‘special risks?

Many attractive investment opportunities may be smaller, startéup companies offering emerging products or
services. Smaller or newer companies may suffer more signifieant losses as well as realize more substantial
growth than larger or more established issuers becausesthey may lack depth of management, be unable to
generate funds necessary for growth or potential develgpment, or be developing or marketing new
products or services for which markets are not yeét established and may never become established. In
addition, such companies may be insignificant factors in their industries and may become subject to
intense competition from larger or more established companies. Securities of smaller or newer companies
may have more limited trading markets.than the markets for securities of larger or more established
issuers, or may not be publicly traded\at all, and may be subject to wide price fluctuations. Investments in
such companies tend to be more yolafile and somewhat more speculative.

2. How could the Portfolio’s investments in foreign securities affect its performance?

Within the parameters ofdts specific investment policies, the Portfolio may invest without limit in foreign
securities either indirecfly, (¢.g., depositary receipts) or directly in foreign markets. Investments in foreign
securities, includingthpse of foreign governments, may involve greater risks than investing in domestic
securities becausetthe Portfolio’s performance may depend on issues other than the performance of a
particular company. These issues include:

* CurrenieyRisk. As long as the Portfolio holds a foreign security, its value will be affected by the value of
the local’currency relative to the U.S. dollar. When the Portfolio sells a foreign denominated security, its
valugvmay be worth less in U.S. dollars even if the security increases in value in its home country.

U\S” dollar denominated securities of foreign issuers may also be affected by currency risk.

Political and Economic Risk. Foreign investments may be subject to heightened political and economic
risks, particularly in emerging markets which may have relatively unstable governments, immature
economic structures, national policies restricting investments by foreigners, different legal systems, and
economies based on only a few industries. In some countries, there is the risk that the government may
take over the assets or operations of a company or that the government may impose taxes or limits on
the removal of the Portfolio’s assets from that country.

Regulatory Risk. There may be less government supervision of foreign markets. As a result, foreign
issuers may not be subject to the uniform accounting, auditing and financial reporting standards and
practices applicable to domestic issuers and there may be less publicly available information about
foreign issuers.

8 Janus Aspen Series



* Market Risk. Foreign securities markets, particularly those of emerging market countries, may be less
liquid and more volatile than domestic markets. Certain markets may require payment for securiti€s
before delivery and delays may be encountered in settling securities transactions. In some foreigh,
markets, there may not be protection against failure by other parties to complete transactions,

* Transaction Costs. Costs of buying, selling and holding foreign securities, including brekerage, tax and
custody costs, may be higher than those involved in domestic transactions.

3. Are there special risks associated with investments in high-yield/high-risk bonds?

High-yield/high-risk bonds (or “junk” bonds) are bonds rated below investmentigrade by the primary
rating agencies such as Standard & Poor’s and Moody’s. The value of lowersquality bonds generally is
more dependent on credit risk and default risk than investment grade bends: Issuers of high-yield bonds
may not be as strong financially as those issuing bonds with higher credit ratings and are more vulnerable
to real or perceived economic changes, political changes or adverse developments specific to the issuer.

Please refer to the SAI for a description of bond rating categories.
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4. How does the Portfolio try to reduce risk?

The Portfolio may use futures, options, swaps and othenderivative instruments to “hedge” or protect its
portfolio from adverse movements in securities pricés and interest rates. The Portfolio may also use a
variety of currency hedging techniques, including\forward currency contracts, to manage exchange rate
risk. The portfolio manager believes the use ofthese instruments will benefit the Portfolio. However, the
Portfolio’s performance could be worse than if the Portfolio had not used such instruments if the portfolio
manager’s judgement proves incorrect.

Investment objective, principal investment strategies and risks 9
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Management of the Portfolio

INVESTMENT ADVISER

Janus Capital, 100 Fillmore Street, Denver, Colorado 80206-4928, is the investment adviser to the
Portfolio and is responsible for the day-to-day management of the investment portfolio and othembusiness
affairs of the Portfolio.

Janus Capital began serving as investment adviser to Janus Fund in 1970 and currently_serves as
investment adviser to all of the Janus retail funds, acts as sub-adviser for a number of private-label mutual
funds and provides separate account advisory services for institutional accounts,

Janus Capital furnishes continuous advice and recommendations concerning the Portfolio’s investments.
Janus Capital also furnishes certain administrative, compliance and accountifigyservices for the Portfolio,
and may be reimbursed by the Portfolio for its costs in providing those sewices. In addition, Janus Capital
employees serve as officers of the Trust and Janus Capital provides offigelspace for the Portfolio and pays
the salaries, fees and expenses of all Portfolio officers and those TrdStees who are affiliated with Janus
Capital.

Participating insurance companies that purchase the Portfoli®s~Shares may perform certain administrative
services relating to the Portfolio and Janus Capital or the(Pertfolio may pay those companies for such
services.

MANAGEMENT EXPENSES

The Portfolio pays Janus Capital a managementee which is calculated daily and paid monthly. The
Portfolio’s advisory agreement spells out thé“management fee and other expenses that the Portfolio must
pay. For the year ended December 31,2000, the Portfolio paid Janus Capital a management fee of
0.65% of the Portfolio’s average net,aSséts.

The Shares of the Portfolio incurexpenses not assumed by Janus Capital, including transfer agent and
custodian fees and expenses, fegal’ and auditing fees, printing and mailing costs of sending reports and
other information to existing shareholders, and independent Trustees’ fees and expenses.

10 Janus Aspen Series



PORTFOLIO MANAGER

Blaine P. Rollins

is Executive Vice President and portfolio manager of Growth Portfolio, which he has masaged since
January 2000. He previously managed Balanced Portfolio from May 1996 to Decembef, 1999 and
Equity Income Portfolio from its inception to December 1999. Mr. Rollins has managed Janus Fund
since January 2000. He also managed Janus Balanced Fund from January 1996 ‘until December 1999
and Janus Equity Income Fund from inception until December 1999. Mr. Rollins joined Janus
Capital in 1990. He holds a Bachelor of Science in Finance from the Univeréity of Colorado and he
has earned the right to use the Chartered Financial Analyst designation/

Management of the Portfolio 11
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Other|information

Classes of Shares

The Portfolio currently offers two classes of Shares, one of which, the Institutional Shares, is offered
pursuant to this prospectus and are sold under the name Janus Aspen Series. The Shares offered ‘\by“this
Prospectus are available only in connection with investment in and payments under variablesinsurance
contracts, as well as certain qualified retirement plans. Service Shares of the Portfolio are effered only in
connection with investment in and payments under variable insurance contracts as well as‘certain qualified
retirement plans that require a fee from Portfolio assets to procure distribution and administrative services
to contract owners and plan participants. Because the expenses of each class may differ, the performance of
each class is expected to differ. If you would like additional information about(the’Service Shares, please
call 1-800-525-0020.

Conflicts of Interest

The Shares offered by this prospectus are available only to variable annuity and variable life separate
accounts of insurance companies that are unaffiliated with Janus‘Capital and to certain qualified retirement
plans. Although the Portfolio does not currently anticipate ghy disadvantages to policy owners because the
Portfolio offers its shares to such entities, there is a possibilityzthat a material conflict may arise. The
Trustees monitor events in order to identify any disadtantages or material irreconcilable conflicts and to
determine what action, if any, should be taken in_response. If a material disadvantage or conflict occurs,
the Trustees may require one or more insurances~company separate accounts or qualified plans to withdraw
its investments in the Portfolio or substitute Shaves of another Portfolio. If this occurs, the Portfolio may be
forced to sell its securities at disadvantageous/prices. In addition, the Trustees may refuse to sell Shares of
the Portfolio to any separate account, ar"gualified plan or may suspend or terminate the offering of the
Portfolio’s Shares if such action is reguired by law or regulatory authority or is in the best interests of the
Portfolio’s shareholders. It is possible-that a qualified plan investing in the Portfolio could lose its qualified
plan status under the Internal.Ré¢venue Code, which could have adverse tax consequences on insurance
company separate accounts inyesting in the Portfolio. Janus Capital intends to monitor such qualified plans
and the Portfolio may discontinue sales to a qualified plan and require plan participants with existing
investments in the Portfolio to redeem those investments if a plan loses (or in the opinion of Janus Capital
is at risk of losing)uits-qualified plan status.

Distribution (ofythe Portfolio

The Porgfolio’is distributed by Janus Distributors, Inc., a member of the National Association of Securities
Dealérs, Ific. (“NASD”). To obtain information about NASD member firms and their associated persons,
youlniay contact NASD Regulation, Inc. at www.nasdr.com, or the Public Disclosure Hotline at
800~289-9999. An investor brochure containing information describing the Public Disclosure Program is
available from NASD Regulation, Inc.
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Distributions|and taxes

DISTRIBUTIONS

TAXES

To avoid taxation of the Portfolio, the Internal Revenue Code requires the Portfolio to distribute net
income and any net gains realized on its investments annually. The Portfolio’s income from dividends“and
interest and any net realized short-term gains are paid to shareholders as ordinary income dividends. Net
realized long-term gains are paid to shareholders as capital gains distributions.

How Distributions Affect the Portfolio’s NAV

Distributions are paid to shareholders as of the record date of the distribution of thie Portfolio, regardless of
how long the shares have been held. Undistributed income and realized gains arevincluded in the daily
NAV of the Portfolio’s Shares. The Share price of the Portfolio drops by thé.ameunt of the distribution, net
of any subsequent market fluctuations. For example, assume that on Decémber 31, the Shares of Growth
Portfolio declared a dividend in the amount of $0.25 per share. If the.price of Growth Portfolio’s Shares
was $10.00 on December 30, the share price on December 31 would (b€ $9.75, barring market
fluctuations.

Taxes on Distributions

Because Shares of the Portfolio may be purchasedgnly through variable insurance contracts and qualified
plans, it is anticipated that any income dividends ‘er capital gains distributions made by the Shares of the
Portfolio will be exempt from current taxationif' left to accumulate within the variable insurance contract
or qualified plan. Generally, withdrawals frem such contracts may be subject to ordinary income tax and,
if made before age 59, a 10% penalyy, tax. The tax status of your investment depends on the features of
your qualified plan or variable insurarie¢ contract. Further information may be found in your plan
documents or in the prospectus of/the separate account offering such contract.

Taxation of the Portfolio

Dividends, interest and some gains received by the Portfolio on foreign securities may be subject to tax
withholding or othef fefeign taxes. The Portfolio may from year to year make the election permitted under
Section 853 of the Internal Revenue Code to pass through such taxes to shareholders as a foreign tax
credit. If such-afiélection is not made, any foreign taxes paid or accrued will represent an expense to the
Portfolio.

The Ppitfolio does not expect to pay any federal income or excise taxes because it intends to meet certain
requirements of the Internal Revenue Code. In addition, because the Shares of the Portfolio are sold in
connection with variable insurance contracts, the Portfolio intends to qualify under the Internal Revenue
€0de with respect to the diversification requirements related to the tax-deferred status of insurance
company separate accounts.

Distributions and taxes 13
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Shareholder’s guide

INVESTORS MAY NOT PURCHASE OR REDEEM SHARES OF THE PORTFOLIO DIRECTLY. SHARES
MAY BE PURCHASED OR REDEEMED ONLY THROUGH VARIABLE INSURANCE CONTRACTS
OFFERED BY THE SEPARATE ACCOUNTS OF PARTICIPATING INSURANCE COMPANIES OR
THROUGH QUALIFIED RETIREMENT PLANS. REFER TO THE PROSPECTUS FOR THE
PARTICIPATING INSURANCE COMPANY’S SEPARATE ACCOUNT OR YOUR PLAN DOCUMENTS
FOR INSTRUCTIONS ON PURCHASING OR SELLING OF VARIABLE INSURANCE\CONTRACTS
AND ON HOW TO SELECT THE PORTFOLIO AS AN INVESTMENT OPTION EOR A CONTRACT
OR A QUALIFIED PLAN.

PRICING OF PORTFOLIO SHARES

PURCHASES

Investments will be processed at the NAV next calculated after an order is received and accepted by the
Portfolio or its agent. In order to receive a day’s price, your order mustfpe.teceived by the close of the
regular trading session of the New York Stock Exchange. Securities ofsthe Portfolio are valued at market
value or, if a market quotation is not readily available, at their fair value determined in good faith under
procedures established by and under the supervision of the Trustees. Short-term instruments maturing
within 60 days are valued at amortized cost, which approximates market value.

To the extent the Portfolio holds securities that are primaxily listed on foreign exchanges that trade on
weekends or other days when the Portfolio does not ‘price its shares, the NAV of the Portfolio’s shares may
change on days when shareholders will not be able‘to purchase or redeem the Portfolio’s shares.

Purchases of Shares may be made only by th€ separate accounts of insurance companies for the purpose of
funding variable insurance contracts ‘of\by qualified plans. Refer to the prospectus of the appropriate
insurance company separate accounft/or" your plan documents for information on how to invest in the
Shares of the Portfolio. Participating insurance companies and certain other designated organizations are
authorized to receive purchase orders on the Portfolio’s behalf.

The Portfolio does not peTmit excessive trading or market timing. Excessive purchases of Portfolio Shares
disrupt portfolio management and drive Portfolio expenses higher. The Portfolio reserves the right to reject
any specific purchase, order. Purchase orders may be refused if, in Janus Capital’s opinion, they are of a
size that would distupt the management of the Portfolio. The Portfolio may also suspend or terminate your
exchange privilege if you engage in an excessive pattern of exchanges. For more information about the
Portfolio’s policy on market timing, see “Excessive Trading” on the next page.

Although*there is no present intention to do so, the Portfolio may discontinue sales of its shares if
maragetent and the Trustees believe that continued sales may adversely affect the Portfolio’s ability to
achjeve its investment objective. If sales of the Portfolio’s Shares are discontinued, it is expected that
existing policy owners and plan participants invested in the Portfolio would be permitted to continue to
authorize investment in the Portfolio and to reinvest any dividends or capital gains distributions, absent
highly unusual circumstances.

The Portfolio may discontinue sales to a qualified plan and require plan participants with existing
investments in the Shares to redeem those investments if the plan loses (or in the opinion of Janus Capital,
is at risk of losing) its qualified plan status.
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REDEMPTIONS

Redemptions, like purchases, may be effected only through the separate accounts of participating instrance
companies or through qualified plans. Please refer to the appropriate separate account prospectus¢or plan
documents for details.

Shares of the Portfolio may be redeemed on any business day. Redemptions are processed at the NAV next
calculated after receipt and acceptance of the redemption order by the Portfolio or its.agent. Redemption
proceeds will normally be wired to the participating insurance company the businesstday following receipt
of the redemption order, but in no event later than seven days after receipt of stich) order.

EXCESSIVE TRADING

Excessive trading of Portfolio shares in response to short-term fluctuations ‘ih the market — also known as
“market timing” — may make it very difficult to manage the Portfolid’s jinvestments. The Portfolio does not
permit frequent trading or market timing. When market timing oceurs, the Portfolio may have to sell
portfolio securities to have the cash necessary to redeem the markét timer’s shares. This can happen at a
time when it is not advantageous to sell any securities, whiel\may harm the Portfolio’s performance. When
large dollar amounts are involved, market timing can also~make it difficult to use long-term investment
strategies because the portfolio manager cannot predict how much cash the Portfolio will have to invest.
When in Janus Capital’s opinion such activity would have a disruptive effect on portfolio management, the
Portfolio reserves the right to refuse purchase orders and exchanges into the Portfolio by any person, group
or commonly controlled account. If the Portflio allows a market timer to trade Portfolio shares, it may in
the future require the market timer to enter into a written agreement to follow certain procedures and
limitations.
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SHAREHOLDER COMMUNICATIONS

Shareholders will receive annual and semiannual reports including the financial statements of the Shares of
the Portfolio that they havesauthorized for investment. Each report will show the investments owned by
the Portfolio and the marKketvalues thereof, as well as other information about the Portfolio and its
operations. The Trust’s(fiscal year ends December 31.

Shareholder’s guide 15



Financial highlights

The financial highlights table is intended to help you understand the Institutional Shares’ financial
performance for each of the five most recent years. Items 1 through 11 reflect financial results for a single
Share. Total return in the table represents the rate that an investor would have earned (or lost) enan
investment in the Institutional Shares of the Portfolio (assuming reinvestment of all dividends &nd
distributions) but does not include charges and expenses attributable to any insurance product This
information has been audited by PricewaterhouseCoopers LLP, whose report, along with.the Portfolio’s
financial statements, is included in the Annual Report, which is available upon request‘and incorporated
by reference into the SAL

Growth Portfolio — Institutional Shares

Periods ending December 31
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2000 1999 1998 1997 1996
1. Net asset value, beginning of period o ﬂ%ﬁ?ﬁ - $23.54 $18.48 $15.51 $13.45
Income from investment operations:
2. Net investment income 0.05 0.07 0.05 0.15 0.17
3. Net gains or losses on securities (both realized and unrealized) (4.59) 10.24 6.36 3.34 2.29
4. Total from investment operations ‘\% (4.54) 10.31 6.41 3.49 2.46
Less distributions:
5. Dividends (from net investment income) (0.06) (0.06) (0.05) 0.15) 0.17)
6. Dividends (in excess of net investment income) — — — — —
7. Distributions (from capital gains) 2.149) 0.14) (1.30) 0.37) (0.23)
8. Distributions (in excess of realized gains) (0.43) — — — —
9. Tax return of capital distributions — — — — —
10. Total distributions o 2.63) (0.20) (1.35) 0.52) (0.40)
*

11. Net asset value, end of period N\ $26.48 $33.65 $23.54  $1848  $15.51
12. Total return c‘\) (14.55%) 43.98% 35.66% 22.75% 18.45%
13. Net assets, end of period, (in/thousands) $3,529,807  $2,942,649 $1,103,549  $608,281  $325,789
14. Average net assets for the period (in thousands) $3,734,449 $1,775,373/ $789,454  $477914  $216,125
15. Ratio of gross expenides to average net assets'’ 0.67%% 0.67%% 0.68% 0.70%" 0.69%
16. Ratio of net experises) {0 average net assets”’ 0.67% 0.67% 0.68% 0.69% 0.69%
17. Ratio of net inveStment income to average net assets 0.19% 0.30% 0.26% 0.91% 1.39%
18. Portfolio tutneyer rate 47% 53% 73% 122% 87%

(1) The expénse ratio reflects expenses prior to any expense offset arrangements.

(2) The ratio"was 0.67% in 2000, 0.69% in 1999, 0.75% in 1998, 0.78% in 1997 and 0.83% in 1996 before waiver of certain fees and/or reduction of
adviseT’s fees to the effective rate of Janus Fund.

(3) The expense ratio reflects expenses after any expense offset arrangements.
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Glossary of|investment terms

This glossary provides a more detailed description of some of the types of securities, investment strategies
and other instruments in which the Portfolio may invest. The Portfolio may invest in these instruments to
the extent permitted by its investment objective and policies. The Portfolio is not limited by this disetission
and may invest in any other types of instruments not precluded by the policies discussed elsewhiere in this
Prospectus.

[. EQUITY AND DEBT SECURITIES

Bonds are debt securities issued by a company, municipality, government or government agency. The
issuer of a bond is required to pay the holder the amount of the loan (or par valuenxof'the bond) at a
specified maturity and to make scheduled interest payments.

Commercial paper is a short-term debt obligation with a maturity ranging-rem 1 to 270 days issued by
banks, corporations and other borrowers to investors seeking to invest idlé.cash. The Portfolio may
purchase commercial paper issued in private placements under Sectighhd(2) of the Securities Act of 1933.

Common stocks are equity securities representing shares of ownesship in a company and usually carry
voting rights and earn dividends. Unlike preferred stock, dividends on common stock are not fixed but are
declared at the discretion of the issuer’s board of directors.
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Convertible securities are preferred stocks or bonds that\pay a fixed dividend or interest payment and are
convertible into common stock at a specified price gt\conversion ratio.

Debt securities are securities representing money horrowed that must be repaid at a later date. Such
securities have specific maturities and usually‘a”8pecific rate of interest or an original purchase discount.

Depositary receipts are receipts for shates of a foreign-based corporation that entitle the holder to
dividends and capital gains on the underlying security. Receipts include those issued by domestic banks
(American Depositary Receipts), foreign banks (Global or European Depositary Receipts) and broker-dealers
(depositary shares).

Fixed-income securities are(securities that pay a specified rate of return. The term generally includes short-
and long-term governmefit;ycorporate and municipal obligations that pay a specified rate of interest or
coupons for a specified, period of time, and preferred stock, which pays fixed dividends. Coupon and
dividend rates may-be fixed for the life of the issue or, in the case of adjustable and floating rate securities,
for a shorter period-

High-yield/High-risk bonds are bonds that are rated below investment grade by the primary rating agencies
(e.g., BB or~lower by Standard & Poor’s and Ba or lower by Moody’s). Other terms commonly used to
describe,stich bonds include “lower rated bonds,” “noninvestment grade bonds” and “junk bonds.”

Mortgage- and asset-backed securities are shares in a pool of mortgages or other debt. These securities are
generally pass-through securities, which means that principal and interest payments on the underlying
securities (less servicing fees) are passed through to shareholders on a pro rata basis. These securities
involve prepayment risk, which is the risk that the underlying mortgages or other debt may be refinanced
or paid off prior to their maturities during periods of declining interest rates. In that case, the portfolio
manager may have to reinvest the proceeds from the securities at a lower rate. Potential market gains on a
security subject to prepayment risk may be more limited than potential market gains on a comparable
security that is not subject to prepayment risk.

Passive foreign investment companies (PFICs) are any foreign corporations which generate certain
amounts of passive income or hold certain amounts of assets for the production of passive income. Passive
income includes dividends, interest, royalties, rents and annuities. To avoid taxes and interest that the

Glossary of investment terms 17
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Portfolio must pay if these investments are profitable, the Portfolio may make various elections permitted
by the tax laws. These elections could require that the Portfolio recognize taxable income, which ifurn
must be distributed, before the securities are sold and before cash is received to pay the distriputiens.

Pay-in-kind bonds are debt securities that normally give the issuer an option to pay cash at d@.coupon
payment date or give the holder of the security a similar bond with the same coupon rate\and a face value
equal to the amount of the coupon payment that would have been made.

Preferred stocks are equity securities that generally pay dividends at a specified ‘rate/and have preference
over common stock in the payment of dividends and liquidation. Preferred stock) generally does not carry
voting rights.

Rule 144A securities are securities that are not registered for sale to thé (general public under the Securities
Act of 1933, but that may be resold to certain institutional investoys;

Standby commitments are obligations purchased by the Portfolio\from a dealer that give the Portfolio the
option to sell a security to the dealer at a specified price.

Step coupon bonds are debt securities that trade at a dis¢otnt“from their face value and pay coupon
interest. The discount from the face value depends o6n'the time remaining until cash payments begin,
prevailing interest rates, liquidity of the security and the perceived credit quality of the issuer.

Strip bonds are debt securities that are stripped,of their interest (usually by a financial intermediary) after
the securities are issued. The market value 6f<these securities generally fluctuates more in response to
changes in interest rates than interest-paying securities of comparable maturity.

Tender option bonds are generally lengsterm securities that are coupled with an option to tender the
securities to a bank, broker-dealer\or-other financial institution at periodic intervals and receive the face
value of the bond. This type ef'Seturity is commonly used as a means of enhancing the security’s liquidity.

U.S. government securitigs,include direct obligations of the U.S. government that are supported by its full
faith and credit. Treasury bills have initial maturities of less than one year, Treasury notes have initial
maturities of one td\fen Vears and Treasury bonds may be issued with any maturity but generally have
maturities of at leastvten years. U.S. government securities also include indirect obligations of the U.S.
government that.ate issued by federal agencies and government sponsored entities. Unlike Treasury
securities, ageney securities generally are not backed by the full faith and credit of the U.S. government.
Some agency securities are supported by the right of the issuer to borrow from the Treasury, others are
suppotted by the discretionary authority of the U.S. government to purchase the agency’s obligations and
others)are supported only by the credit of the sponsoring agency.

Variable and floating rate securities have variable or floating rates of interest and, under certain limited
circumstances, may have varying principal amounts. These securities pay interest at rates that are adjusted
periodically according to a specified formula, usually with reference to some interest rate index or market
interest rate (the “underlying index”). The floating rate tends to decrease the security’s price sensitivity to
changes in interest rates.

Warrants are securities, typically issued with preferred stock or bonds, that give the holder the right to
buy a proportionate amount of common stock at a specified price. The specified price is usually higher
than the market price at the time of issuance of the warrant. The right may last for a period of years
or indefinitely.
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II. FUTURES,

Zero coupon bonds are debt securities that do not pay regular interest at regular intervals, but are issued at
a discount from face value. The discount approximates the total amount of interest the security will@éctue
from the date of issuance to maturity. The market value of these securities generally fluctuates moxesin
response to changes in interest rates than interest-paying securities.

OPTIONS AND OTHER DERIVATIVES

Forward contracts are contracts to purchase or sell a specified amount of a financial insttument for an
agreed upon price at a specified time. Forward contracts are not currently exchange ‘ttaded and are
typically negotiated on an individual basis. The Portfolio may enter into forwardcurrency contracts to
hedge against declines in the value of securities denominated in, or whose «alg/is tied to, a currency
other than the U.S. dollar or to reduce the impact of currency appreciatiorixon purchases of such securities.
It may also enter into forward contracts to purchase or sell securities or.other financial indices.

Futures contracts are contracts that obligate the buyer to receive and ‘the seller to deliver an instrument or
money at a specified price on a specified date. The Portfolio magsbuy and sell futures contracts on foreign
currencies, securities and financial indices including indices of W.S. government, foreign government,
equity or fixed-income securities. The Portfolio may also buiy“options on futures contracts. An option on a
futures contract gives the buyer the right, but not the ‘ebligation, to buy or sell a futures contract at a
specified price on or before a specified date. Futureg=eontracts and options on futures are standardized and
traded on designated exchanges.

Indexed/structured securities are typically shores to intermediate-term debt securities whose value at
maturity or interest rate is linked to currencies, interest rates, equity securities, indices, commodity prices
or other financial indicators. Such securities may be positively or negatively indexed (i.e. their value may
increase or decrease if the reference indéx or instrument appreciates). Indexed/structured securities may
have return characteristics similar(t6,direct investments in the underlying instruments and may be more
volatile than the underlying instrtuments. The Portfolio bears the market risk of an investment in the
underlying instruments, as well as the credit risk of the issuer.

Interest rate swaps inyelvie/the exchange by two parties of their respective commitments to pay or receive
interest (e.g., an ex¢ftange of floating rate payments for fixed rate payments).

Inverse floaters-atedebt instruments whose interest rate bears an inverse relationship to the interest rate
on another, instrament or index. For example, upon reset the interest rate payable on a security may go
down when ti€ underlying index has risen. Certain inverse floaters may have an interest rate reset
mechanism that multiplies the effects of change in the underlying index. Such mechanism may increase the
volatility’ of the security’s market value.

Options are the right, but not the obligation, to buy or sell a specified amount of securities or other assets
on or before a fixed date at a predetermined price. The Portfolio may purchase and write put and call
options on securities, securities indices and foreign currencies.

III. OTHER INVESTMENTS, STRATEGIES AND/OR TECHNIQUES

Repurchase agreements involve the purchase of a security by the Portfolio and a simultaneous agreement
by the seller (generally a bank or dealer) to repurchase the security from the Portfolio at a specified date or
upon demand. This technique offers a method of earning income on idle cash. These securities involve the
risk that the seller will fail to repurchase the security, as agreed. In that case, the Portfolio will bear the
risk of market value fluctuations until the security can be sold and may encounter delays and incur costs
in liquidating the security.

Glossary of investment terms 19
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Reverse repurchase agreements involve the sale of a security by the Portfolio to another party (generally a

bank or dealer) in return for cash and an agreement by the Portfolio to buy the security back at a’spécified
price and time. This technique will be used primarily to provide cash to satisfy unusually highrredemption
requests, or for other temporary or emergency purposes.

Short sales in which the Portfolio may engage may be of two types, short sales “against-the box” or
“naked” short sales. Short sales against the box involve selling either a security that the ‘Portfolio owns, or
a security equivalent in kind or amount to the security sold short that the Portfgliohas the right to obtain,
for delivery at a specified date in the future. Naked short sales involve selling\a“s¢eurity that the Portfolio
borrows and does not own. The Portfolio may enter into a short sale to hedgeyagainst anticipated declines
in the market price of a security or to reduce portfolio volatility. If the yalue of a security sold short
increases prior to the scheduled delivery date, the Portfolio loses the oppgottunity to participate in the gain.
For “naked” short sales, the Portfolio will incur a loss if the value gfia security increases during this period
because it will be paying more for the security than it has receiyed ffom the purchaser in the short sale
and if the price declines during this period, the Portfolio will(téalize a short-term capital gain. Although
the Portfolio’s potential for gain as a result of a short sale i§ limited to the price at which it sold the
security short less the cost of borrowing the security, its‘potetitial for loss is theoretically unlimited because
there is no limit to the cost of replacing the borrowed security.

When-issued, delayed delivery and forward transactions generally involve the purchase of a security with
payment and delivery at some time in the future —i.e., beyond normal settlement. The Portfolio does not
earn interest on such securities until settlemefit and bears the risk of market value fluctuations in between
the purchase and settlement dates. Newaissues of stocks and bonds, private placements and

U.S. government securities may be sold\n this manner.
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RlSk return summary

INTERNATIONAL GROWTH PORTFOLIO

International Growth Portfolio is designed for long-term investors who primarily seek growth of capital and
who can tolerate the greater risks associated with common stock investments.

1. What is the investment objective of International Growth Portfolio?

International Growth Portfolio seeks long-term growth of capital. s\

\@

The Portfolio’s Trustees may change this objective without a shareholder voteyand the Portfolio will
notify you of any changes that are material. If there is a material change to\the Portfolio’s objective or
policies, you should consider whether the Portfolio remains an appropriate investment for you. There is
no guarantee that the Portfolio will meet its objective.

2. What are the main investment strategies of International Growth Portfolio?

The portfolio managers apply a “bottom up” approach in chogsing investments. In other words, they look
at companies one at a time to determine if a company is(an attractive investment opportunity and is
consistent with the Portfolio’s investment policies. If\the jportfolio managers are unable to find investments
with earnings growth potential, a significant portion of the Portfolio’s assets may be in cash or similar
investments.
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Within the parameters of its specific investuient policies discussed below, the Portfolio may invest without
limit in foreign equity and debt securities.

The Portfolio will limit its investment in*high-yield/high-risk bonds to less than 35% of its net assets.

International Growth Portfolio nermally invests at least 65% of its total assets in securities of issuers from
at least five different countriesyexcluding the United States. Although the Portfolio intends to invest
substantially all of its assets in*issuers located outside the United States, it may at times invest in

U.S. issuers and it mayratsimes invest all of its assets in fewer than five countries, or even a single
country.

3. What are the main risks of-investing in International Growth Portfolio?

The biggesttisklis that the Portfolio’s returns may vary, and you could lose money. International Growth
Portfolio is‘each designed for long-term investors who can accept the risks of investing in a portfolio with
significant‘common stock holdings. Common stocks tend to be more volatile than other investment
choices:

The value of the Portfolio’s holdings may decrease if the value of an individual company in the portfolio
decreases. The value of the Portfolio’s holdings could also decrease if the stock market goes down. If the
value of the Portfolio’s holdings decreases, the Portfolio’s net asset value (NAV) will also decrease, which
means if you sell your shares in the Portfolio you may get back less money.

International Growth Portfolio may have significant exposure to foreign markets. As a result, its returns
and NAV may be affected to a large degree by fluctuations in currency exchange rates or political or
economic conditions in a particular country.

An investment in the Portfolio is not a bank deposit and is not insured or guaranteed by the Federal
Deposit Insurance Corporation or any other government agency.
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The following information provides some indication of the risks of investing in International Growth
Portfolio by showing how International Growth Portfolio’s performance has varied over time. The.bdt’¢hart
depicts the change in performance from year to year during the periods indicated. The table compates the
average annual returns for the Shares of the Portfolio for the periods indicated to a broad-based-securities
market index.

International Growth Portfolio — Institutional Shares

Annual returns for periods ended 12/31 — 140%
— 120%

—100%
- 80%
— 60%
— 40%
— 20%
0%
—(20%)

82.21%

34.11%

2315%

189%  1723%

(16.94%)

1995 1996 1997 1998 1999 2000
Best Quarter: 4th-2000  58.48% ‘Worst Quarter:  3rd-1998  (17.76%)

Average annual total return for periods ended 12/31/00
Since Inception

1 year 5 years (5/2/94)
International Growth Portfolio — Institutional Shares (15.94%) 23.45% 20.32%
Morgan Stanley Capital International EAFE® Index* (14.17%) 7.13% 6.99%

* The Morgan Stanley Capital International EAFE® Index is a market capitalization weighted index composed of companies
representative of the markeg’Striicture of 20 Developed Market countries in Europe, Australasia and the Far East.

International Growth{Poxtfolio’s past performance does not necessarily indicate how it will perform in the future.

Risk return summary 3



FEES AND EXPENSES

Shareholder fees, such as sales loads, redemption fees or exchange fees, are charged directly to“at
investor’s account. The Janus funds are no-load investments, so you will generally not pay any ghareholder
fees when you buy or sell shares of the Portfolio. However, each variable insurance contract involves fees
and expenses not described in this prospectus. See the accompanying contract prospectus for information
regarding contract fees and expenses and any restrictions on purchases or allocations:

Annual fund operating expenses are paid out of the Portfolio’s assets and include fees for portfolio
management, maintenance of shareholder accounts, shareholder servicing, accounting and other services.
You do not pay these fees directly but, as the example below shows, thesé\cdsts are borne indirectly by all
shareholders.

This table and example are designed to assist participants in qualified plans that invest in the Shares of the
Portfolio in understanding the fees and expenses that you may pay as an investor in the Shares. Owners of
variable insurance contracts that invest in the Shares should, refer to the variable insurance contract

prospectus for a description of fees and expenses, as th¢ table and example do not reflect deductions
at the separate account level or contract level for any'charges that may be incurred under a contract.

Management Other Total Annual Fund
Fee Expenses Operating Expenses*™
International Growth Portfolio 0.65% 0.06% 0.71%

* Expenses are based upon expenses for the year ended December31,.2000, restated to reflect a reduction in the management fee. All expenses
are shown without the effect of any expense offset arrangements.

EXAMPLE:

This example is intended to help you compare the cost of Mivesting in the Portfolio with the cost of investing in other mutual funds. The
example assumes that you invest $10,000 in the Portfelie for the time periods indicated and then redeem all of your shares at the end of
those periods. The example also assumes that yourginvestment has a 5% return each year, and that the Portfolio’s operating expenses remain
the same. Since no sales load applies, the results apply whether or not you redeem your investment at the end of each period. Although your
actual costs may be higher or lower, based onfthese assumptions your costs would be:

1 Year 3 Years 5 Years 10 Years
International Growth Portfolio $ 73 $ 227 $ 395 $ 883
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INVESTMENT

Investment|objective, principal investment
strategies and risks

International Growth Portfolio has a similar investment objective and similar principal investmentsstidtegies
to Janus Overseas Fund. Although it is anticipated that the Portfolio and Janus Overseas Fund willyltold
similar securities, differences in asset size, cash flow needs and other factors may result in differénces in
investment performance. The expenses of the Portfolio and Janus Overseas Fund are expecfed to differ.
The variable contract owner will also bear various insurance related costs at the insuranceseompany level.
You should review the accompanying separate account prospectus for a summary of fees and expenses.

OBJECTIVE AND PRINCIPAL INVESTMENT STRATEGIES

This section takes a closer look at the investment objective of International)Growth Portfolio, its principal
investment strategies and certain risks of investing in International Growth Portfolio. Strategies and policies
that are noted as “fundamental” cannot be changed without a shareholder vote.

Please carefully review the “Risks” section of this Prospectus for@discussion of risks associated with
certain investment techniques. We've also included a Glossary with descriptions of investment terms used
throughout this Prospectus.

International Growth Portfolio seeks long-term growth, of capital. Normally, the Portfolio pursues its
objective by investing at least 65% of its total assets in securities of issuers from at least five different
countries, excluding the United States. Although the Portfolio intends to invest substantially all of its assets
in issuers located outside the United States, 1t ntay at times invest in U.S. issuers and it may at times
invest all of its assets in fewer than five_¢otntries or even a single country.

The following questions and answers are designed todhelp you better understand International Growth Portfolio’s
principal investment strategies.

1. How are common stocks selected?

Consistent with its invesgiient objective and policies, the Portfolio may invest substantially all of its assets
in common stocks if tie‘portfolio managers believe that common stocks will appreciate in value. The
portfolio managers_genterally take a “bottom up” approach to selecting companies. This means they seek to
identify individual\companies with earnings growth potential that may not be recognized by the market at
large. The portfolio managers make this assessment by looking at companies one at a time, regardless of
size, countryyof organization, place of principal business activity, or other similar selection criteria.

Realization of income is not a significant consideration when choosing investments for the Portfolio.
Income-Trealized on the Portfolio’s investments may be incidental to its objective.

2. Are the samecriteria used to select foreign securities?

Generally, yes. The portfolio managers seek companies that meet their selection criteria, regardless of
where a company is located. Foreign securities are generally selected on a stock-by-stock basis without
regard to any defined allocation among countries or geographic regions. However, certain factors such as
expected levels of inflation, government policies influencing business conditions, the outlook for currency
relationships, and prospects for economic growth among countries, regions or geographic areas may
warrant greater consideration in selecting foreign securities. There are no limitations on the countries in
which the Portfolio may invest and the Portfolio may at times have significant foreign exposure.

Investment objective, principal investment strategies and risks 5



3. What does “market capitalization” mean?

Market capitalization is the most commonly used measure of the size and value of a company. It,i$
computed by multiplying the current market price of a share of the company’s stock by the totalrnumber
of its shares outstanding. The Portfolio does not emphasize companies of any particular size:

GENERAL PORTFOLIO POLICIES

The percentage limitations included in these policies and elsewhere in this Prospectus apply at the time of
purchase of a security. So, for example, if the Portfolio exceeds a limit as a result*of market fluctuations or
the sale of other securities, it will not be required to dispose of any securities

Cash Position

When the portfolio managers believe that market conditions are unfayorable for profitable investing, or
when they are otherwise unable to locate attractive investment gpportunities, the Portfolio’s cash or similar
investments may increase. In other words, the Portfolio does 1ot always stay fully invested in stocks and
bonds. Cash or similar investments generally are a residual & they represent the assets that remain after the
portfolio managers have committed available assets to desirable investment opportunities. However, the
portfolio managers may also temporarily increase thé\Portfolio’s cash position to protect its assets or
maintain liquidity. When the Portfolio’s investments, in cash or similar investments increase, it may not
participate in market advances or declines to th€\same extent that it would if the Portfolio remained more
fully invested in stocks or bonds.
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Other Types of Investments

International Growth Portfolio invests primarily in domestic and foreign equity securities, which may
include preferred stocks, common‘stocks, warrants and securities convertible into common or preferred
stocks. To a lesser degree, the=Pértfolio may invest in other types of domestic and foreign securities and
use other investment strategies; which are described in the Glossary. These may include:

* debt securities
¢ indexed/structured, ‘securities
* high-yield/high=risk bonds (less than 35% of the Portfolio’s assets)

* options;, ftiires, forwards, swaps and other types of derivatives for hedging purposes or for non-hedging
purposes’such as seeking to enhance return

* short sales (no more than 8% of the Portfolio’s assets may be invested in “naked” short sales)

¢ sécurities purchased on a when-issued, delayed delivery or forward commitment basis

Illiquid Investments

The Portfolio may invest up to 15% of its net assets in illiquid investments. An illiquid investment is a
security or other position that cannot be disposed of quickly in the normal course of business. For
example, some securities are not registered under U.S. securities laws and cannot be sold to the

U.S. public because of SEC regulations (these are known as “restricted securities”). Under procedures
adopted by the Portfolio’s Trustees, certain restricted securities may be deemed liquid, and will not be
counted toward this 15% limit.
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Foreign Securities

Within the parameters of its specific investment policies, the Portfolio may invest without limit in, foteigh
equity and debt securities. The Portfolio may invest directly in foreign securities denominated inga\fereign
currency and not publicly traded in the United States. Other ways of investing in foreign secufities include
depositary receipts or shares and passive foreign investment companies.

Special Situations

The Portfolio may invest in special situations. A special situation arises when, in the‘epinion of the
Portfolio’s managers, the securities of a particular issuer will be recognized and.appreciate in value due to a
specific development with respect to that issuer. Special situations may inchide(significant changes in a
company’s allocation of its existing capital, a restructuring of assets, or a r€direction of free cash flow.
Developments creating a special situation might include, among others~a\new product or process, a
technological breakthrough, a management change or other extraordinary corporate event, or differences in
market supply of and demand for the security. The Portfolio’s petfermance could suffer if the anticipated
development in a “special situation” investment does not occund#does not attract the expected attention.

Portfolio Turnover

The Portfolio generally intends to purchase securities forslong-term investment, although, to the extent
permitted by its specific investment policies, the Bontfolio may purchase securities in anticipation of
relatively short-term price gains. Short-term transactions may also result from liquidity needs, securities
having reached a price or yield objective, changgs in interest rates or the credit standing of an issuer, or by
reason of economic or other developments\not foreseen at the time of the investment decision. The
Portfolio may also sell one security and, simultaneously purchase the same or a comparable security to take
advantage of short-term differentials@ibond yields or securities prices. Changes are made in the Portfolio’s
holdings whenever the portfolio_rhdanagers believe such changes are desirable. Portfolio turnover rates are
generally not a factor in making, buy and sell decisions.

Increased portfolio turnoyersmay result in higher costs for brokerage commissions, dealer mark-ups and
other transaction costseand’may also result in taxable capital gains. Higher costs associated with increased
portfolio turnover ngay,bifset gains in the Portfolio’s performance.

Investment objective, principal investment strategies and risks 7



Risks FOR INTERNATIONAL GROWTH PORTFOLIO

Because the Portfolio may invest substantially all of its assets in common stocks, the main risk is,the risk
that the value of the stocks it holds might decrease in response to the activities of an individugal company
or in response to general market and/or economic conditions. If this occurs, the Portfolio’s shatre price may
also decrease. The Portfolio’s performance may also be affected by risks specific to certain'‘types of
investments, such as foreign securities, derivative investments, non-investment grade bonds, initial public
offerings (IPOs) or companies with relatively small market capitalizations. IPOs and”ether investment
techniques may have a magnified performance impact on a Portfolio with a small‘asset base. A Portfolio
may not experience similar performance as its assets grow.

The following questions and answers are designed to help you better understand some”pf*he risks of investing in
International Growth Portfolio.

1. The Portfolio may invest in smaller or newer companies. Does this create any‘special risks?

Many attractive investment opportunities may be smaller, startéup companies offering emerging products or
services. Smaller or newer companies may suffer more signifieant losses as well as realize more substantial
growth than larger or more established issuers becausesthey may lack depth of management, be unable to
generate funds necessary for growth or potential develgpment, or be developing or marketing new
products or services for which markets are not yét established and may never become established. In
addition, such companies may be insignificant factors in their industries and may become subject to
intense competition from larger or more established companies. Securities of smaller or newer companies
may have more limited trading markets.than the markets for securities of larger or more established
issuers, or may not be publicly traded\at all, and may be subject to wide price fluctuations. Investments in
such companies tend to be more yolafile and somewhat more speculative.
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2. How could the Portfolio’s investments in foreign securities affect its performance?

Within the parameters ofdts specific investment policies, the Portfolio may invest without limit in foreign
securities either indirecfly, (¢.g., depositary receipts) or directly in foreign markets. Investments in foreign
securities, includingthpse of foreign governments, may involve greater risks than investing in domestic
securities becausethe Portfolio’s performance may depend on issues other than the performance of a
particular company. These issues include:

* CurrerieyRisk. As long as the Portfolio holds a foreign security, its value will be affected by the value of
the local’turrency relative to the U.S. dollar. When the Portfolio sells a foreign denominated security, its
valugvmay be worth less in U.S. dollars even if the security increases in value in its home country.

U\S” dollar denominated securities of foreign issuers may also be affected by currency risk.

Political and Economic Risk. Foreign investments may be subject to heightened political and economic
risks, particularly in emerging markets which may have relatively unstable governments, immature
economic structures, national policies restricting investments by foreigners, different legal systems, and
economies based on only a few industries. In some countries, there is the risk that the government may
take over the assets or operations of a company or that the government may impose taxes or limits on
the removal of the Portfolio’s assets from that country.

Regulatory Risk. There may be less government supervision of foreign markets. As a result, foreign
issuers may not be subject to the uniform accounting, auditing and financial reporting standards and
practices applicable to domestic issuers and there may be less publicly available information about
foreign issuers.

8 Janus Aspen Series



S$3SN.LD3dSOUd ;,SNOILJO LNIWLSIANI ITaVRIVA ‘ 111 Lidvd

* Market Risk. Foreign securities markets, particularly those of emerging market countries, may be less
liquid and more volatile than domestic markets. Certain markets may require payment for securiti€s
before delivery and delays may be encountered in settling securities transactions. In some foreigh,
markets, there may not be protection against failure by other parties to complete transactions,

* Transaction Costs. Costs of buying, selling and holding foreign securities, including brekerage, tax and
custody costs, may be higher than those involved in domestic transactions.

3. Are there special risks associated with investments in high-yield/high-risk bonds?

High-yield/high-risk bonds (or “junk” bonds) are bonds rated below investmentigrade by the primary
rating agencies such as Standard & Poor’s and Moody’s. The value of lowersquality bonds generally is
more dependent on credit risk and default risk than investment grade bends: Issuers of high-yield bonds
may not be as strong financially as those issuing bonds with higher credit ratings and are more vulnerable
to real or perceived economic changes, political changes or adverse developments specific to the issuer.

Please refer to the SAI for a description of bond rating categories.

4. How does the Portfolio try to reduce risk?

The Portfolio may use futures, options, swaps and othenderivative instruments to “hedge” or protect its
portfolio from adverse movements in securities pricés and interest rates. The Portfolio may also use a
variety of currency hedging techniques, including\forward currency contracts, to manage exchange rate
risk. The portfolio managers believe the use of-these instruments will benefit the Portfolio. However, the
Portfolio’s performance could be worse than if the Portfolio had not used such instruments if the portfolio
managers’ judgement proves incorrect.

Investment objective, principal investment strategies and risks 9



Management of the Portfolio

INVESTMENT ADVISER

Janus Capital, 100 Fillmore Street, Denver, Colorado 80206-4928, is the investment adviser to the
Portfolio and is responsible for the day-to-day management of the investment portfolio and othembusiness
affairs of the Portfolio.

Janus Capital began serving as investment adviser to Janus Fund in 1970 and currently_serves as
investment adviser to all of the Janus retail funds, acts as sub-adviser for a number of private-label mutual
funds and provides separate account advisory services for institutional accounts,

Janus Capital furnishes continuous advice and recommendations concerning the Portfolio’s investments.
Janus Capital also furnishes certain administrative, compliance and accountifigyservices for the Portfolio,
and may be reimbursed by the Portfolio for its costs in providing those sewices. In addition, Janus Capital
employees serve as officers of the Trust and Janus Capital provides offigelspace for the Portfolio and pays
the salaries, fees and expenses of all Portfolio officers and those TrdStees who are affiliated with Janus
Capital.

Participating insurance companies that purchase the Portfoli&’ssshares may perform certain administrative
services relating to the Portfolio and Janus Capital or the(Pertfolio may pay those companies for such
services.
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MANAGEMENT EXPENSES

The Portfolio pays Janus Capital a management™ee which is calculated daily and paid monthly. The
Portfolio’s advisory agreement spells out thé“fanagement fee and other expenses that the Portfolio

must pay. For the year ended December31, 2000, the Portfolio paid Janus Capital a management fee of
0.65% of the Portfolio’s average net aSséts.

The Shares of the Portfolio incusexpenses not assumed by Janus Capital, including transfer agent and
custodian fees and expenses, fegal’ and auditing fees, printing and mailing costs of sending reports and
other information to existing shareholders, and independent Trustees’ fees and expenses.

10 Janus Aspen Series
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PORTFOLIO MANAGERS

Helen Young Hayes

Brent A. Lynn

is Executive Vice President and co-manager of International Growth Portfolio and Worldgvide Growth
Portfolio, which she has managed or co-managed since inception. Ms. Hayes is Exedufive Vice
President and co-manager of Janus Adviser Worldwide Fund and Janus Adviser International Fund,
each of which she has co-managed since inception. She is also co-manager of Jands’Worldwide Fund
and Janus Overseas Fund, each of which she has managed or co-managed sineeJinception. Ms. Hayes
joined Janus Capital in 1987. She holds a Bachelor of Arts in Economics_froin"Yale University and
she has earned the right to use the Chartered Financial Analyst designafiern.

is Executive Vice President and co-manager of InternationalaGtewth Portfolio and Janus Overseas
Fund, which he has co-managed since January 2001. He=is*also Executive Vice President and
co-manager of Janus Adviser International Fund, whiglitfie has co-managed since January 2001.

Mr. Lynn joined Janus Capital in 1991 as a research ‘analyst. He holds a Bachelor of Arts degree in
Economics and a Master’s degree in Economics.and Industrial Engineering from Stanford University.
Mr. Lynn has earned the right to use the Chartered Financial Analyst designation.

Management of the Portfolio 11



Other|information

Classes of Shares

The Portfolio currently offers two classes of Shares, one of which, the Institutional Shares, is offered
pursuant to this prospectus and are sold under the name Janus Aspen Series. The Shares offered ‘\by“this
Prospectus are available only in connection with investment in and payments under variablesinsurance
contracts, as well as certain qualified retirement plans. Service Shares of the Portfolio are effered only in
connection with investment in and payments under variable insurance contracts as well as'certain qualified
retirement plans that require a fee from Portfolio assets to procure distribution and administrative services
to contract owners and plan participants. Because the expenses of each class may differ, the performance of
each class is expected to differ. If you would like additional information about(the’Service Shares, please
call 1-800-525-0020.

Conflicts of Interest

The Shares offered by this prospectus are available only to variable annuity and variable life separate
accounts of insurance companies that are unaffiliated with Janus‘Capital and to certain qualified retirement
plans. Although the Portfolio does not currently anticipate ghy disadvantages to policy owners because the
Portfolio offers its shares to such entities, there is a possibilitythat a material conflict may arise. The
Trustees monitor events in order to identify any disad¥antages or material irreconcilable conflicts and to
determine what action, if any, should be taken in response. If a material disadvantage or conflict occurs,
the Trustees may require one or more insurance~company separate accounts or qualified plans to withdraw
its investments in the Portfolio or substitute Shaves of another Portfolio. If this occurs, the Portfolio may be
forced to sell its securities at disadvantageaus/prices. In addition, the Trustees may refuse to sell Shares of
the Portfolio to any separate account, ar"gualified plan or may suspend or terminate the offering of the
Portfolio’s Shares if such action is reguired by law or regulatory authority or is in the best interests of the
Portfolio’s shareholders. It is possible-that a qualified plan investing in the Portfolio could lose its qualified
plan status under the Internal.Révenue Code, which could have adverse tax consequences on insurance
company separate accounts inyesting in the Portfolio. Janus Capital intends to monitor such qualified plans
and the Portfolio may discontinue sales to a qualified plan and require plan participants with existing
investments in the Portfolio to redeem those investments if a plan loses (or in the opinion of Janus Capital
is at risk of losing)uits-qualified plan status.
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Distribution(ofythe Portfolio

The Porgfolio’is distributed by Janus Distributors, Inc., a member of the National Association of Securities
Dealérs, Ific. (“NASD”). To obtain information about NASD member firms and their associated persons,
youlniay contact NASD Regulation, Inc. at www.nasdr.com, or the Public Disclosure Hotline at
800~289-9999. An investor brochure containing information describing the Public Disclosure Program is
available from NASD Regulation, Inc.

12 Janus Aspen Series
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Distributions|and taxes

DISTRIBUTIONS

TAXES

To avoid taxation of the Portfolio, the Internal Revenue Code requires the Portfolio to distribute net
income and any net gains realized on its investments annually. The Portfolio’s income from dividends“and
interest and any net realized short-term gains are paid to shareholders as ordinary income dividends. Net
realized long-term gains are paid to shareholders as capital gains distributions.

How Distributions Affect the Portfolio’s NAV

Distributions are paid to shareholders as of the record date of the distribution of thie Portfolio, regardless of
how long the shares have been held. Undistributed income and realized gains arevincluded in the daily
NAV of the Portfolio’s Shares. The Share price of the Portfolio drops by thé.ameunt of the distribution, net
of any subsequent market fluctuations. For example, assume that on Decémber 31, the Shares of
International Growth Portfolio declared a dividend in the amount of $0:25 per share. If the price of
International Growth Portfolio’s Shares was $10.00 on December 30, the share price on December 31
would be $9.75, barring market fluctuations.

Taxes on Distributions

Because Shares of the Portfolio may be purchased-gnly through variable insurance contracts and qualified
plans, it is anticipated that any income dividends ‘er capital gains distributions made by the Shares of the
Portfolio will be exempt from current taxationif' left to accumulate within the variable insurance contract
or qualified plan. Generally, withdrawals frem such contracts may be subject to ordinary income tax and,
if made before age 59, a 10% penalyy, tax. The tax status of your investment depends on the features of
your qualified plan or variable insurarie¢ contract. Further information may be found in your plan
documents or in the prospectus of/the separate account offering such contract.

Taxation of the Portfolio

Dividends, interest and some gains received by the Portfolio on foreign securities may be subject to tax
withholding or othef fefeign taxes. The Portfolio may from year to year make the election permitted under
Section 853 of the Internal Revenue Code to pass through such taxes to shareholders as a foreign tax
credit. If such-afi.élection is not made, any foreign taxes paid or accrued will represent an expense to the
Portfolio.

The Ppttfolio does not expect to pay any federal income or excise taxes because it intends to meet certain
requirements of the Internal Revenue Code. In addition, because the Shares of the Portfolio are sold in
gonnection with variable insurance contracts, the Portfolio intends to qualify under the Internal Revenue
€0de with respect to the diversification requirements related to the tax-deferred status of insurance
company separate accounts.

Distributions and taxes 13



Shareholder’s guide

INVESTORS MAY NOT PURCHASE OR REDEEM SHARES OF THE PORTFOLIO DIRECTLY. SHARES
MAY BE PURCHASED OR REDEEMED ONLY THROUGH VARIABLE INSURANCE CONTRACTS
OFFERED BY THE SEPARATE ACCOUNTS OF PARTICIPATING INSURANCE COMPANIES OR
THROUGH QUALIFIED RETIREMENT PLANS. REFER TO THE PROSPECTUS FOR THE
PARTICIPATING INSURANCE COMPANY’S SEPARATE ACCOUNT OR YOUR PLAN DOCUMENTS
FOR INSTRUCTIONS ON PURCHASING OR SELLING OF VARIABLE INSURANCE\CONTRACTS
AND ON HOW TO SELECT THE PORTFOLIO AS AN INVESTMENT OPTION EOR A CONTRACT
OR A QUALIFIED PLAN.

PRICING OF PORTFOLIO SHARES

PURCHASES

Investments will be processed at the NAV next calculated after an order s reteived and accepted by the
Portfolio or its agent. In order to receive a day’s price, your order must{pe.teceived by the close of the
regular trading session of the New York Stock Exchange. Securities ofsthe Portfolio are valued at market
value or, if a market quotation is not readily available, at their fair value determined in good faith under
procedures established by and under the supervision of the Trustees. Short-term instruments maturing
within 60 days are valued at amortized cost, which approximates market value.

To the extent the Portfolio holds securities that are primauily listed on foreign exchanges that trade on
weekends or other days when the Portfolio does not ‘price its shares, the NAV of the Portfolio’s shares may
change on days when shareholders will not be able‘to purchase or redeem the Portfolio’s shares.

Purchases of Shares may be made only by th€ separate accounts of insurance companies for the purpose of
funding variable insurance contracts ‘of\by qualified plans. Refer to the prospectus of the appropriate
insurance company separate accounft/or’ your plan documents for information on how to invest in the
Shares of the Portfolio. Participating insurance companies and certain other designated organizations are
authorized to receive purchase orders on the Portfolio’s behalf.

The Portfolio does not permit excessive trading or market timing. Excessive purchases of Portfolio Shares
disrupt portfolio management and drive Portfolio expenses higher. The Portfolio reserves the right to reject
any specific purchase, order. Purchase orders may be refused if, in Janus Capital’s opinion, they are of a
size that would distupt the management of the Portfolio. The Portfolio may also suspend or terminate your
exchange privilege if you engage in an excessive pattern of exchanges. For more information about the
Portfolio’s policy on market timing, see “Excessive Trading” on the next page.

Although*there is no present intention to do so, the Portfolio may discontinue sales of its shares if
maragetent and the Trustees believe that continued sales may adversely affect the Portfolio’s ability to
achjeve its investment objective. If sales of the Portfolio’s Shares are discontinued, it is expected that
existing policy owners and plan participants invested in the Portfolio would be permitted to continue to
authorize investment in the Portfolio and to reinvest any dividends or capital gains distributions, absent
highly unusual circumstances.

The Portfolio may discontinue sales to a qualified plan and require plan participants with existing
investments in the Shares to redeem those investments if the plan loses (or in the opinion of Janus Capital,
is at risk of losing) its qualified plan status.

14 Janus Aspen Series
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REDEMPTIONS

Redemptions, like purchases, may be effected only through the separate accounts of participating instrance
companies or through qualified plans. Please refer to the appropriate separate account prospectus¢or plan
documents for details.

Shares of the Portfolio may be redeemed on any business day. Redemptions are processed at the NAV next
calculated after receipt and acceptance of the redemption order by the Portfolio or its.agent. Redemption
proceeds will normally be wired to the participating insurance company the businesstday following receipt
of the redemption order, but in no event later than seven days after receipt of stich) order.

EXCESSIVE TRADING

Excessive trading of Portfolio shares in response to short-term fluctuations ‘ih the market — also known as
“market timing” — may make it very difficult to manage the Portfolid’s jinvestments. The Portfolio does not
permit frequent trading or market timing. When market timing oceurs, the Portfolio may have to sell
portfolio securities to have the cash necessary to redeem the markét timer’s shares. This can happen at a
time when it is not advantageous to sell any securities, whieh\may harm the Portfolio’s performance. When
large dollar amounts are involved, market timing can also~make it difficult to use long-term investment
strategies because the portfolio managers cannot predict\tow much cash the Portfolio will have to invest.
When in Janus Capital’s opinion such activity would have a disruptive effect on portfolio management, the
Portfolio reserves the right to refuse purchase orders' and exchanges into the Portfolio by any person, group
or commonly controlled account. If the Portfdlio allows a market timer to trade Portfolio shares, it may in
the future require the market timer to enter into a written agreement to follow certain procedures and
limitations.

S$3SN.LD3dSOUd ;,SNOILJO LNIWLSIANI ITaVRIVA ‘ 111 Lidvd

SHAREHOLDER COMMUNICATIONS

Shareholders will receive annual and semiannual reports including the financial statements of the Shares of
the Portfolio that they havesauthorized for investment. Each report will show the investments owned by
the Portfolio and the marKke{values thereof, as well as other information about the Portfolio and its
operations. The Trust’s(fiscal year ends December 31.

Shareholder’s guide 15



Financial highlights

The financial highlights table is intended to help you understand the Institutional Shares’ financial
performance for each of the five most recent years. Items 1 through 11 reflect financial results for a single
Share. Total return in the table represents the rate that an investor would have earned (or lost) enan
investment in the Institutional Shares of the Portfolio (assuming reinvestment of all dividends &nd
distributions) but does not include charges and expenses attributable to any insurance product This
information has been audited by PricewaterhouseCoopers LLP, whose report, along with.the Portfolio’s
financial statements, is included in the Annual Report, which is available upon request‘and incorporated
by reference into the SAL

International Growth Portfolio — Institutional Shares

Periods ending December 31
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2000. 1999 1998 1997 1996
1. Net asset value, beginning of period L NN$3867  $2127  $1848  $15.72 $11.95
Income from investment operations:
2. Net investment income 0.62 0.06 0.13 0.11 0.05
3. Net gains or losses on securities (both realized and unrealized) (6.51) 17.40 3.07 2.80 4.06
4. Total from investment operations ‘\% (5.89) 17.46 3.20 291 4.11
Less distributions:
5. Dividends (from net investment income) (0.63) (0.06) (0.19) 0.11D) 0.11)
6. Dividends (in excess of net investment income) — — — — —
7. Distributions (from capital gains) — — — (0.01) (0.23)
8. Distributions (in excess of realized gains) 0.91) — 0.27) (0.03) —
9. Tax return of capital distributions 0.39) — — — —
10. Total distributions o (1.88) (0.06) 04D  (©15) (034
*

11. Net asset value, end of period N\ $30.900  $38.67  $2127  $1848  $15.72
12. Total return* c‘\) (15.94%) 82.27% 17.23% 18.51% 34.71%
13. Net assets, end of period, (in/thousands) $1,158,666  $810,392  $311,110 $161,091  $27,192
14. Average net assets for the period (in thousands) $1,214,163  $425876  $234.421 $96,164 $7,437
15. Ratio of gross expenides to average net assets'” 0.71%%? 0.77%% 0.86%"% 0.96%%  1.26%7
16. Ratio of net experises) {0 average net assets”’ 0.71% 0.76% 0.86% 0.96% 1.25%
17. Ratio of net inveStment income to average net assets 1.88% 0.26% 0.73% 0.70% 0.62%
18. Portfolio tutneyer rate 67% 80% 93% 86% 65%

(1) The expénse ratio reflects expenses prior to any expense offset arrangements.

(2) The ratio"was 0.71% in 2000, 0.84% in 1999, 0.95% in 1998, 1.08% in 1997 and 2.21% in 1996 before waiver of certain fees and/or reduction of
adviseT’s fees to the effective rate of Janus Overseas Fund.

(3) The expense ratio reflects expenses after any offset arrangements.
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Glossary of|investment terms

This glossary provides a more detailed description of some of the types of securities, investment strategies
and other instruments in which the Portfolio may invest. The Portfolio may invest in these instruments to
the extent permitted by its investment objective and policies. The Portfolio is not limited by this disetission
and may invest in any other types of instruments not precluded by the policies discussed elsewhiere in this
Prospectus.

[. EQUITY AND DEBT SECURITIES

Bonds are debt securities issued by a company, municipality, government or government agency. The
issuer of a bond is required to pay the holder the amount of the loan (or par valugnof'the bond) at a
specified maturity and to make scheduled interest payments.

Commercial paper is a short-term debt obligation with a maturity ranging-rem 1 to 270 days issued by
banks, corporations and other borrowers to investors seeking to invest idlé.cash. The Portfolio may
purchase commercial paper issued in private placements under Sectighhd(2) of the Securities Act of 1933.

Common stocks are equity securities representing shares of ownesship in a company and usually carry
voting rights and earn dividends. Unlike preferred stock, dividends on common stock are not fixed but are
declared at the discretion of the issuer’s board of directors.

Convertible securities are preferred stocks or bonds that\pay a fixed dividend or interest payment and are
convertible into common stock at a specified price gt'\conversion ratio.

Debt securities are securities representing money horrowed that must be repaid at a later date. Such
securities have specific maturities and usually‘a”8pecific rate of interest or an original purchase discount.

Depositary receipts are receipts for shates of a foreign-based corporation that entitle the holder to
dividends and capital gains on the underlying security. Receipts include those issued by domestic banks
(American Depositary Receipts), foreign banks (Global or European Depositary Receipts) and broker-dealers
(depositary shares).

Fixed-income securities are(securities that pay a specified rate of return. The term generally includes short-
and long-term governmefit;ycorporate and municipal obligations that pay a specified rate of interest or
coupons for a specified, period of time, and preferred stock, which pays fixed dividends. Coupon and
dividend rates may-be fixed for the life of the issue or, in the case of adjustable and floating rate securities,
for a shorter period-

High-yield/High-risk bonds are bonds that are rated below investment grade by the primary rating agencies
(e.g., BB or~lower by Standard & Poor’s and Ba or lower by Moody’s). Other terms commonly used to
describe,stich bonds include “lower rated bonds,” “noninvestment grade bonds” and “junk bonds.”

Mortgage- and asset-backed securities are shares in a pool of mortgages or other debt. These securities are
generally pass-through securities, which means that principal and interest payments on the underlying
securities (less servicing fees) are passed through to shareholders on a pro rata basis. These securities
involve prepayment risk, which is the risk that the underlying mortgages or other debt may be refinanced
or paid off prior to their maturities during periods of declining interest rates. In that case, the portfolio
managers may have to reinvest the proceeds from the securities at a lower rate. Potential market gains on a
security subject to prepayment risk may be more limited than potential market gains on a comparable
security that is not subject to prepayment risk.

Passive foreign investment companies (PFICs) are any foreign corporations which generate certain
amounts of passive income or hold certain amounts of assets for the production of passive income. Passive
income includes dividends, interest, royalties, rents and annuities. To avoid taxes and interest that the

Glossary of investment terms 17



Portfolio must pay if these investments are profitable, the Portfolio may make various elections permitted
by the tax laws. These elections could require that the Portfolio recognize taxable income, which i’furn
must be distributed, before the securities are sold and before cash is received to pay the distriputiens.

Pay-in-kind bonds are debt securities that normally give the issuer an option to pay cash at d@.coupon
payment date or give the holder of the security a similar bond with the same coupon rateand a face value
equal to the amount of the coupon payment that would have been made.

Preferred stocks are equity securities that generally pay dividends at a specified ‘rate/and have preference
over common stock in the payment of dividends and liquidation. Preferred stock) generally does not carry
voting rights.

Rule 144A securities are securities that are not registered for sale to thé (general public under the Securities
Act of 1933, but that may be resold to certain institutional investoys;

Standby commitments are obligations purchased by the Portfolio\from a dealer that give the Portfolio the
option to sell a security to the dealer at a specified price.
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Step coupon bonds are debt securities that trade at a dis¢otnt“from their face value and pay coupon
interest. The discount from the face value depends on'the time remaining until cash payments begin,
prevailing interest rates, liquidity of the security and the perceived credit quality of the issuer.

Strip bonds are debt securities that are stripped,of their interest (usually by a financial intermediary) after
the securities are issued. The market value 6f<these securities generally fluctuates more in response to
changes in interest rates than interest-paying securities of comparable maturity.

Tender option bonds are generally lengsterm securities that are coupled with an option to tender the
securities to a bank, broker-dealer\or-other financial institution at periodic intervals and receive the face
value of the bond. This type ef'Seturity is commonly used as a means of enhancing the security’s liquidity.

U.S. government securities,include direct obligations of the U.S. government that are supported by its full
faith and credit. Treasury bills have initial maturities of less than one year, Treasury notes have initial
maturities of one tdo\fen Vears and Treasury bonds may be issued with any maturity but generally have
maturities of at leastvten years. U.S. government securities also include indirect obligations of the U.S.
government that.ate issued by federal agencies and government sponsored entities. Unlike Treasury
securities, ageney securities generally are not backed by the full faith and credit of the U.S. government.
Some agency securities are supported by the right of the issuer to borrow from the Treasury, others are
suppotted by the discretionary authority of the U.S. government to purchase the agency’s obligations and
others)are supported only by the credit of the sponsoring agency.

Variable and floating rate securities have variable or floating rates of interest and, under certain limited
circumstances, may have varying principal amounts. These securities pay interest at rates that are adjusted
periodically according to a specified formula, usually with reference to some interest rate index or market
interest rate (the “underlying index”). The floating rate tends to decrease the security’s price sensitivity to
changes in interest rates.

Warrants are securities, typically issued with preferred stock or bonds, that give the holder the right to
buy a proportionate amount of common stock at a specified price. The specified price is usually higher
than the market price at the time of issuance of the warrant. The right may last for a period of years
or indefinitely.
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II. FUTURES,

Zero coupon bonds are debt securities that do not pay regular interest at regular intervals, but are issued at
a discount from face value. The discount approximates the total amount of interest the security will@ectue
from the date of issuance to maturity. The market value of these securities generally fluctuates moxesin
response to changes in interest rates than interest-paying securities.

OPTIONS AND OTHER DERIVATIVES

Forward contracts are contracts to purchase or sell a specified amount of a financial insttument for an
agreed upon price at a specified time. Forward contracts are not currently exchange ‘ttaded and are
typically negotiated on an individual basis. The Portfolio may enter into forwardcurrency contracts to
hedge against declines in the value of securities denominated in, or whose «#alg/is tied to, a currency
other than the U.S. dollar or to reduce the impact of currency appreciatiorixon purchases of such securities.
It may also enter into forward contracts to purchase or sell securities or.other financial indices.

Futures contracts are contracts that obligate the buyer to receive and ‘the seller to deliver an instrument or
money at a specified price on a specified date. The Portfolio magybuy and sell futures contracts on foreign
currencies, securities and financial indices including indices of W.S. government, foreign government,
equity or fixed-income securities. The Portfolio may also buiy“options on futures contracts. An option on a
futures contract gives the buyer the right, but not the ‘ebligation, to buy or sell a futures contract at a
specified price on or before a specified date. Futureg=eontracts and options on futures are standardized and
traded on designated exchanges.

Indexed/structured securities are typically shdres to intermediate-term debt securities whose value at
maturity or interest rate is linked to currencies, interest rates, equity securities, indices, commodity prices
or other financial indicators. Such securities may be positively or negatively indexed (i.e. their value may
increase or decrease if the reference indéx or instrument appreciates). Indexed/structured securities may
have return characteristics similar(tg,direct investments in the underlying instruments and may be more
volatile than the underlying instriuments. The Portfolio bears the market risk of an investment in the
underlying instruments, as well as the credit risk of the issuer.

Interest rate swaps inyelvie/the exchange by two parties of their respective commitments to pay or receive
interest (e.g., an ex¢itange of floating rate payments for fixed rate payments).

Inverse floaters-atedebt instruments whose interest rate bears an inverse relationship to the interest rate
on another, instrament or index. For example, upon reset the interest rate payable on a security may go
down when ti€ underlying index has risen. Certain inverse floaters may have an interest rate reset
mechanism that multiplies the effects of change in the underlying index. Such mechanism may increase the
volatility’ of the security’s market value.

Options are the right, but not the obligation, to buy or sell a specified amount of securities or other assets
on or before a fixed date at a predetermined price. The Portfolio may purchase and write put and call
options on securities, securities indices and foreign currencies.

III. OTHER INVESTMENTS, STRATEGIES AND/OR TECHNIQUES

Repurchase agreements involve the purchase of a security by the Portfolio and a simultaneous agreement
by the seller (generally a bank or dealer) to repurchase the security from the Portfolio at a specified date or
upon demand. This technique offers a method of earning income on idle cash. These securities involve the
risk that the seller will fail to repurchase the security, as agreed. In that case, the Portfolio will bear the
risk of market value fluctuations until the security can be sold and may encounter delays and incur costs
in liquidating the security.

Glossary of investment terms 19



Reverse repurchase agreements involve the sale of a security by the Portfolio to another party (generally a

bank or dealer) in return for cash and an agreement by the Portfolio to buy the security back at a’specified
price and time. This technique will be used primarily to provide cash to satisfy unusually highrredemption
requests, or for other temporary or emergency purposes.

Short sales in which the Portfolio may engage may be of two types, short sales “against-the box” or
“naked” short sales. Short sales against the box involve selling either a security that the ‘Portfolio owns, or
a security equivalent in kind or amount to the security sold short that the Portfoliohas the right to obtain,
for delivery at a specified date in the future. Naked short sales involve selling\a“s¢eurity that the Portfolio
borrows and does not own. The Portfolio may enter into a short sale to hedgeyagainst anticipated declines
in the market price of a security or to reduce portfolio volatility. If the yalue of a security sold short
increases prior to the scheduled delivery date, the Portfolio loses the oppgottunity to participate in the gain.
For “naked” short sales, the Portfolio will incur a loss if the value gfia security increases during this period
because it will be paying more for the security than it has receiyed ffom the purchaser in the short sale
and if the price declines during this period, the Portfolio will(téalize a short-term capital gain. Although
the Portfolio’s potential for gain as a result of a short sale i§ limited to the price at which it sold the
security short less the cost of borrowing the security, its‘potetitial for loss is theoretically unlimited because
there is no limit to the cost of replacing the borrowed security.
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When-issued, delayed delivery and forward transactions generally involve the purchase of a security with
payment and delivery at some time in the future —i.e., beyond normal settlement. The Portfolio does not
earn interest on such securities until settlemefit and bears the risk of market value fluctuations in between
the purchase and settlement dates. Newaissues of stocks and bonds, private placements and

U.S. government securities may be sold\n this manner.

20 Janus Aspen Series
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/\JANUS

=/ 1-800-525-0020

100 Fillmore Street

Denver, Colorado 80206-4928
WWW.janus.com

You can request other information, includi
Statement of Additional Information, A
or Semiannual Report, free of charge,
your insurance company or plan sor or visiting
our Web site at janus.com. In t rtfolio’s Annual
Report, you will find a discuan of the market
conditions and investment stra egies that signifi-
cantly affected the Port{olio’s performance during its
last fiscal year. Oth ormation is also available
from financial inéediaries that sell Shares of the

Portfolio. Q

The Stat@t of Additional Information provides
detai rmation about the Portfolio and is
inco ted into this Prospectus by reference. You
eview and copy information about the Portfo-
ip (including the Portfolio’s Statement of Additional
nformation) at the Public Reference Room of the
SEC or get text only copies, after paying a
duplicating fee, by sending an electronic request by
e-mail to publicinfo@sec.gov or by writing to or
calling the Public Reference Room, Washington,
D.C. 20549-0102 (1-202-942-8090). You may also
obtain reports and other information about the
Portfolio from the Electronic Data Gathering Analy-
sis and Retrieval (EDGAR) Database on the SEC’s
Web site at http://www.sec.gov.

Investment Company Act File No. 811-7736
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INVESTMENT MANAGEMENT
We invented the mutual fund®

(_ MFS® VARIABLE INSURANCE TRUST™ ) Prospectus

MAY 1, 2001 Initial Class

MFS® EMERGING GROWTH SERIES
MFS® RESEARCH SERIES

This Prospectus describes two series of the MFS Variable Insurance Trust (referred to as the trust):

1. MFS Emerging Growth Series seeks to provide long-term growth of capital (referred to as the,Emerging Growth Series).
2. MFS Research Series seeks to provide long-term growth of capital and future income (referred to as the Research Series).

The Securities and Exchange Commission has not approved or disapproved the series’ shares or determined whether this pro-
spectus is accurate or complete. Anyone who tells you otherwise is committing’a crime.
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The trust offers shares of its 15 series to separate accounts established by insurance companies in order to serve as investment vehicles
for variable annuity and variable life insurance contracts and to qualified pension and retirement plans. Each of these series is managed
by Massachusetts Financial Services Company (referred to as MFS or the adviser). Two of the series are described below.

( I EXPENSE SUMMARY )

© Expense Table

This table describes the fees and expenses that you may pay when you hold initial class shares of each series. These fees and expenses
do not take into account the fees and expenses imposed by insurance companies through which your investment in a series may be made.

Annual Series Operating Expenses (expenses that are deducted from a series assets):

Emerging

Growth Research

Series Series
Management FBe ... ... . o 0.75% 0.75%
Other Expenses!) .. . 0.10% 0.10%
Total Annual Series Operating EXpenses ... 0.85% 0.85%

Expense Reimbursement. ... ... N N/A N/A
Net EXPENSES ! N 0.85% 0.85%

(1) Each series has an expense offset arrangement which reduces the series’ custodian fee based upon the amaunt-of cash maintained by the series with its custodian
and dividend disbursing agent. Each series may enter into other such arrangements and directed brokerage @rrangements, which would also have the effect of
reducing the series” expenses. “Other Expenses” do not take into account these expense reductions,.and, are therefore higher than the actual expenses of the series.
Had these fee reductions been taken into account, “Net Expenses” would be lower for certain sefies’ahd would equal:

0.84% for Emerging Growth Series 0.84% for Research Series
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° Example of Expenses—Initial Class

These examples are intended to help you compare the cost of investing in‘the'series with the cost of investing in other mutual funds. These examples
do not take into account the fees and expenses imposed by insurance tompanies through which your investment in a series may be made.

The examples assume that:
e You invest $10,000 in the series for the time periods: indicated and you redeem your shares at the end of the time periods;
e Your investment has a 5% return each year @nddividends and other distributions are reinvested; and

]

o The series’ operating expenses remaimthe ‘same, except that the series’ total operating expenses are assumed to be the series’ “Net
Expenses” for the first year, and the.series’ “Total Annual Series Operating Expenses” for subsequent years (see the expense table

above).
Although your actual costs may“be*higher or lower, under these assumptions your costs would be:
Period
Series 1 Year 3 Years 5 Years 10 Years
Emerging Growth Series $87 $271 $471 $1,049
Research Series 87 271 471 1,049
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( I RISK RETURN SUMMARY )

Investment strategies which are common to all series are described under the caption “Certain Investment Strategies.”

1. Emerging Growth Series

© Investment Objective

The series’ investment objective is long term growth of capital. This objective may be changed without shareholder approval.

© Principal Investment Policies

The series invests, under normal market conditions, at least 65% of its total assets in common stocks and related securities, such as preferred
stocks, convertible securities and depositary receipts for those securities, of emerging growth companies. Emerginggrowth companies are
companies which MFS believes are either:

o early in their life cycle but which have the potential to become major enterprises, or

e major enterprises whose rates of earnings growth are expected to accelerate because of special factors] such as rejuvenated management,
new products, changes in consumer demand, or basic changes in the economic environment,

Emerging growth companies may be of any size, and MFS would expect these companies to, have products, technologies, management,
markets and opportunities which will facilitate earnings growth over time that is well abgug~the growth rate of the overall economy and
the rate of inflation. The series’ investments may include securities listed on a securitigs exchange or traded in the over-the-counter (OTC)
markets.

MFS uses a bottom-up, as opposed to a top-down, investment style in managing ‘theyequity-oriented funds (such as the series) it advises.
This means that securities are selected based upon fundamental analysis (sueh,as an analysis of earnings, cash flows, competitive position
and management's abilities) performed by the series’ portfolio manager and=MFS' large group of equity research analysts.

The series may invest in foreign securities (including emerging market=seedrities), through which it may have exposure to foreign currencies.

The series has engaged and may engage in active and frequent’trading to achieve its principal investment strategies.

© Principal Risks of an Investment

The principal risks of investing in the series and the sircumstances reasonably likely to cause the value of your investment in the series
to decline are described below. The share price ofithe series generally changes daily based on market conditions and other factors. Please
note that there are many circumstances whigh could cause the value of your investment in the series to decline, and which could prevent
the series from achieving its objective, that.are not described here.

The principal risks of investing in the\series are:

o Market Risk: This is the risk that the price of a security held by the series will fall due to changing economic, political or market conditions
or disappointing earnings-results.

o Emerging Growth Risk; Prices of securities react to the economic condition of the company that issued the security. The series’” equity
investments in an-issuer may rise and fall based on the issuer’s actual and anticipated earnings, changes in management and the potential
for takeovers and~acquisitions. Investments in emerging growth companies may be subject to more abrupt or erratic market movements
and may involve’ greater risks than investments in other companies. Emerging growth companies often:

» have limited product lines, markets and financial resources
» Jare dependent on management by one or a few key individuals

» have shares which suffer steeper than average price declines after disappointing earnings reports and are more difficult to sell at
satisfactory prices

o (Over-the-Counter Risk: OTC transactions involve risks in addition to those incurred by transactions in securities traded on exchanges. OTC-
listed companies may have limited product lines, markets or financial resources. Many OTC stocks trade less frequently and in smaller
volume than exchange-listed stocks. The values of these stocks may be more volatile than exchange-listed stocks, and the series may
experience difficulty in purchasing or selling these securities at a fair price.



o foreign Securities Risk: Investments in foreign securities involve risks relating to political, social and economic developments abroad,
as well as risks resulting from the differences between the regulations to which U.S. and foreign issuers and markets are subject:

» These risks may include the seizure by the government of company assets, excessive taxation, withholding taxes on dividends and
interest, limitations on the use or transfer of portfolio assets, and political or social instability.

» Enforcing legal rights may be difficult, costly and slow in foreign countries, and there may be special problems enforcing claims
against foreign governments.

» Foreign companies may not be subject to accounting standards or governmental supervision comparable to U.S. companies, and
there may be less public information about their operations.

» Foreign markets may be less liquid and more volatile than U.S. markets.

» Foreign securities often trade in currencies other than the U.S. dollar, and the series may directly hold foreign currencies and purchase
and sell foreign currencies through forward exchange contracts. Changes in currency exchange rates will affect thesseries’ net asset value,
the value of dividends and interest earned, and gains and losses realized on the sale of securities. An increasg(imthe strength of the U.S.
dollar relative to these other currencies may cause the value of the series to decline. Certain foreign currencies'may be particularly volatile,
and foreign governments may intervene in the currency markets, causing a decline in value or liquidity in the'series’ foreign currency holdings.
By entering into forward foreign currency exchange contracts, the series may be required to forego the henefits of advantageous changes
in exchange rates and, in the case of forward contracts entered into for the purpose of increasing teturn, the series may sustain losses
which will reduce its gross income. Forward foreign currency exchange contracts involve the risk that the party with which the series enters
into the contract may fail to perform its obligations to the series.

o Fmerging Markets Risk: Emerging markets are generally defined as countries in the,initial stages of their industrialization cycles with
low per capita income. The markets of emerging markets countries are generally mpre volatile than the markets of developed countries
with more mature ecanomies. All of the risks of investing in foreign securities described above are heightened by investing in emerging
markets countries.

o Active or Frequent Trading Risk: The series has engaged and may engage in“active and frequent trading to achieve its principal investment
strategies. This may result in the realization and distribution to shafeholders of higher capital gains as compared to a series with less
active trading policies. Frequent trading also increases transactian costs, which could detract from the series’ performance.

o As with any mutual fund, you could lose money on your invgstment in the series.

An investment in the series is not a bank deposit and is\nat*insured or guaranteed by the Federal Deposit Insurance Corporation or any
other government agency.

© Bar Chart and Performance Table

The bar chart and performance table belew~are intended to indicate some of the risks of investing in the series by showing changes in
the series’ performance over time. Fhe“performance table also shows how the series performance over time compares with that of one
or more broad measures of market«periormance. The chart and table provide past performance information based on calendar year periods.
The series’ past performance doés not necessarily indicate how the series will perform in the future. The returns shown do not reflect fees
and charges imposed under the.variable annuity and life insurance contracts through which an investment may be made. If these fees and
charges were included, they=would reduce these returns.
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Bar Chart

The bar chart shows changes in the annual total returns of the series’ initial class, assuming the reinvestment of distributions.
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During the period shown in the bar chart, the highest quarterly return was 55.05% (for the calendar duartef ended December 31, 1999)
and the lowest quarterly return was (19.10)% (for the calendar quarter ended December 31, 2000).

Performance Table
This table shows how the average annual total returns of the series’ shares compares to a broad\measure of market performance and various
other market indicators and assumes the reinvestment of distributions.

Average Annual Total Returns as of December 31, 2000

1 Year 5 Year Life*
Emerging Growth Series—Initial Class (19.61)% 22.15% 23.79%
Russell 2000® Index**t@ (3.02)% 10.31% 10.70%
Russell 3000® Growth Index**ft (22.42)% 17.08% 19.13%

* Series performance figures are for the period from the commencement«qf ¢heyseries’ investment operations, July 24, 1995, through December 31, 2000. Index

returns are from August 1, 1995.

Source: Standard & Poor’s Micropal, Inc.

T The Russell 2000 Index is a broad-based, unmanaged index comprised of 2,000 of the smallest U.S.-domiciled company common stocks (on the basis of capitaliza-
tion) that are traded in the United States on the New York Stock=Exchange (NYSE), the American Stock Exchange (AMEX), and NASDAQ.

1 The Russell 3000 companies are the largest U.S. companies based on total market capitalization, which represent approximately 98% of the investable U.S. mar-
ket. The Russell 3000 Growth Index measures the performance of those Russell 3000 Index companies with higher price-to-book ratios and higher forecasted
growth values.

@ Effective May 1, 2001, the series will no longer,use’the Russell 2000 Total Return Index as a benchmark because the Russell 3000 Growth Index better reflects
the series’ investment policies and objectiyes.

**

© Portfolio Managers

Toni Y. Shimura, a Senior,Vice President of the adviser, has been employed in the investment management area of the adviser since 1987.
Ms. Shimura became portfalio manager of the series on November 30, 1995. Dale A. Dutile and John E. Lathrop, each a Senior Vice President
of the adviser, have-gach been employed in the investment management area of the adviser since 1994. David E. Sette-Ducati, a Senior
Vice President of-the-adviser, has been employed in the investment management area of the adviser since 1995. Messrs. Dutile, Lathrop
and Sette-Ducati ‘each became a portfolio manager of the series effective May 1, 2001. John W. Ballen, President and Chief Investment
Officer of MFS; provides general oversight in the management of the series.



2: Research Series

° Investment Objective
The series’ investment objective is long-term growth of capital and future income. This objective may be changed without shareholder approval.

° Principal Investment Policies
The series invests, under normal market conditions, at least 80% of its total assets in common stocks and related securities, such as preferred
stocks, convertible securities and depositary receipts for those securities. The series focuses on companies that MFS believes have favorable
prospects for long-term growth, attractive valuations based on current and expected earnings or cash flow, dominant or growing market
share, and superior management. The series may invest in companies of any size. The series’ investments may include securities traded
on securities exchanges or in the over-the-counter (OTC) markets.

A committee of investment research analysts selects portfolio securities for the series. This committee includes investment analysts.employed not
only by MFS, but also by MFS' investment advisory affiliates. The committee allocates the series’ assets among various industriés?Individual analysts
then select what they view as the securities best suited to achieve the series” investment objective within their assignediindustry responsibility.

The series may invest in foreign securities (including emerging market securities), through which it may have exposure to foreign currencies.
The series has engaged and may engage in active and frequent trading to achieve its principal investment-Strategies.

° Principal Risks of an Investment
The principal risks of investing in the series and the circumstances reasonably likely to cause thewalue of your investment in the series
to decline are described below. The share price of the series generally changes daily based on\market conditions and other factors. Please
note that there are many circumstances which could cause the value of your investment irf the series to decline, and which could prevent
the series from achieving its objective, that are not described here.

The principal risks of investing in the series are:
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o Market Risk: This is the risk that the price of a security held by the series willalhdug to changing economic, political or market conditions
or disappointing earnings results.

e (Company Risk. Prices of securities react to the economic condition ofhe company that issued the security. The series’ equity investments
in an issuer may rise and fall based on the issuer’s actual and anticipated earnings, changes in management and the potential for takeovers
and acquisitions.

o Over-the-Counter Risk. OTC transactions involve risks in addition to those incurred by transactions in securities traded on exchanges. OTC
listed companies may have limited product lines, marketsor financial resources. Many OTC stocks trade less frequently and in smaller
volume than exchange-listed stocks. The values off these stocks may be more volatile than exchange-listed stocks, and the series may
experience difficulty in purchasing or selling thesg Securities at a fair price.

o foreign Securities Risk. Investing in foreign securities involves risks relating to political, social and economic developments abroad, as
well as risks resulting from the differences*between the regulations to which U.S. and foreign issuers and markets are subject:

» These risks may include the ‘sgizure by the government of company assets, excessive taxation, withholding taxes on dividends and
interest, limitations on the{use or transfer of portfolio assets, and political or social instability.

» Enforcing legal rightsgmay-be difficult, costly and slow in foreign countries, and there may be special problems enforcing claims
against foreign governments.

» Foreign companies’/may not be subject to accounting standards or governmental supervision comparable to U.S. companies, and
there may be less public information about their operations.

» Foreign niarkets may be less liquid and more volatile than U.S. markets.

» Fargigrrsecurities often trade in currencies other than the U.S. dollar, and the series may directly hold foreign currencies and purchase
and'sell foreign currencies through forward exchange contracts. Changes in currency exchange rates will affect the series’ net asset
value, the value of dividends and interest earned, and gains and losses realized on the sale of securities. An increase in the strength
of the U.S. dollar relative to these other currencies may cause the value of the series to decline. Certain foreign currencies may
be particularly volatile, and foreign governments may intervene in the currency markets, causing a decline in value or liquidity in
the series’ foreign currency holdings. By entering into forward foreign currency exchange contracts, the series may be required to
forego the benefits of advantageous changes in exchange rates and, in the case of forward contracts entered into for the purpose
of increasing return, the series may sustain losses which will reduce its gross income. Forward foreign currency exchange contracts
involve the risk that the party with which the series enters into the contract may fail to perform its obligations to the series.
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o Emerging Markets Risk: Emerging markets are generally defined as countries in the initial stages of their industrialization cycles with low per
capita income. The markets of emerging markets countries are generally more volatile than the markets of developed countries with more mature
economies. All of the risks of investing in foreign securities described above are heightened by investing in emerging markets countries.

o Active or Frequent Trading Risk: The series has engaged and may engage in active and frequent trading to achieve its principal investment
strategies. This may result in the realization and distribution to shareholders of higher capital gains as compared to a series with less
active trading policies. Frequent trading also increases transaction costs, which could detract from the series’ performance.

o As with any mutual fund, you could lose money on your investment in the series.

An investment in the series is not a bank deposit and is not insured or guaranteed by the Federal Deposit Insurance Corporation or any
other government agency.

° Bar Chart and Performance Table

The bar chart and performance table below are intended to indicate some of the risks of investing in the series by showing changes in
the series’ performance over time. The performance table also shows how the series’ performance over time compares’with that of one
or more broad measures of market performance. The chart and table provide past performance information based(nycalendar year periods.
The series’ past performance does not necessarily indicate how the series will perform in the future. The returnssshown do not reflect fees
and charges imposed under the variable annuity and life insurance contracts through which an investment may be made. If these fees and
charges were included, they would reduce these returns.

Bar Chart
The bar chart shows changes in the annual total returns of the series’ initial class, assuming”the reinvestment of distributions.
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During the period shown in the bar chart, the highest quarterly return was 21.88% (for the calendar quarter ended December 31, 1999)
and the lowest quarterly return was (14.66)% (for*the calendar quarter ended September 30, 1998).
Performance Table

This table shows how the average annuahtetal returns of the series’ shares compares to a broad measure of market performance and assumes
the reinvestment of distributions.

Average Annual Total Returns-as of December 31, 2000

© 0000000000000 00000000 07870 016’0 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000TC

1 Year 5 Year Life*
Research Series—Hitial Class (4.85)% 16.46% 17.21%
Standard & Poprs.500 Composite Stock Index**t (9.11)% 18.33% 19.03%

* Series performance figures are for the period from the commencement of the series’ investment operations, July 26, 1995, through December 31, 2000. Index

returns afeNfrom August 1, 1995.

Source=Standard & Poor's Micropal, Inc.

T Jhe Standard & Poor's 500 Composite Stock Index is a broad-based, unmanaged index of common stock total return performance. It is comprised of 500 widely held
common stocks listed on the New York Stock Exchange (NYSE), American Stock Exchange (AMEX) and over-the-counter (OTC) market.

*¥

° Portfolio Manager

The series is currently managed by a committee comprised of various equity research analysts employed by the adviser. This committee
includes investment analysts employed not only by MFS, but also by MFS" investment advisory affiliates. The committee has managed the
series since its inception.



( Il CERTAIN INVESTMENT STRATEGIES AND RISKS )

© Further Information on Investment Strategies and Risks

Each series may invest in various types of securities and engage in various investment techniques and practices which are not the principal
focus of the series and therefore are not described in this prospectus. The types of securities and investment techniques and practices in
which a series may engage, including the principal investment techniques and practices described above, are identified in Appendix A to
this Prospectus, and are discussed, together with their risks, in the trust's Statement of Additional Information (referred to as the SAl), which
you may obtain by contacting MFS Service Center, Inc. (see back cover for address and phone number).

© Temporary Defensive Policies

Each series may depart from its principal investment strategies by temporarily investing for defensive purposes when adverSe market, eco-
nomic or political conditions exist. While a series invests defensively, it may not be able to pursue its investment objective. A series defensive
investment position may not be effective in protecting its value.

© Active or Frequent Trading

Each series may engage in active and frequent trading to achieve its principal investment strategiés, This may result in the realization and
distribution to shareholders of higher capital gains as compared to a series with less active tradingypelicies. Frequent trading also increases
transaction costs, which could detract from the series’ performance.

( IV MANAGEMENT OF THE SERIES )

© Investment Adviser

Massachusetts Financial Services Company (referred to as MFS or the adviser) is the investment adviser to each series. MFS is America’s
oldest mutual fund organization. MFS and its predecessor organizatiens have a history of money management dating from 1924 and the
founding of the first mutual fund, Massachusetts Investors Trust,"Net assets under the management of the MFS organization were approxi-
mately $141 billion as of December 31, 2000. MFS is lpcated at 500 Boylston Street, Boston, Massachusetts 02116.

MFS provides investment management and related administrative services and facilities to each series, including portfolio management and
trade execution. For these services, each series pays™MFS an annual management fee as set forth in the Expense Summary.

MFS or its affiliates generally pay an administrative Service fee to insurance companies which use the series as underlying investment vehicles
for their variable annuity and variable life inslrance contracts based upon the aggregate net assets of the series attributable to these contracts.
These fees are not paid by the series, their’shareholders, or by the contract holders.

© Administrator

MFS provides each series With Certain financial, legal, compliance, shareholder communications and other administrative services. MFS is
reimbursed by each serigs)for a portion of the costs it incurs in providing these services.

© Distributor
MFS Fund Bistributors, Inc. (referred to as MFD), a wholly owned subsidiary of MFS, is the distributor of shares of the series.
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o Shareholder Servicing Agent

MFS Service Center, Inc. (referred to as MFSC), a wholly owned subsidiary of MFS, performs transfer agency and certain other services
for each series, for which it receives compensation from each series.

( V  DESCRIPTION OF SHARES )

The trust offers two classes of shares—initial class shares and service class shares (except Limited Maturity Series and Money Market
Series only offer initial class shares). Initial class shares are offered through this prospectus. Service class shares, which bear a_Rule 12b-1
distribution fee, are available through a separate prospectus supplement. These shares are offered to separate accounts established by insur-
ance companies in order to serve as investment vehicles for variable annuity and variable life insurance contracts. The' truist also offers
shares of each of its series to qualified pension and retirement plans. All purchases, redemptions and exchanges of shares.are made through
these insurance company separate accounts and plans, which are the record owner of the shares. Contract holders and plan beneficiaries
seeking to purchase, redeem or exchange interests in the trust's shares should consult with the insurance companywhich issued their contracts
or their plan sponsor.

( VI OTHER INFORMATION )

© PFricing of Series’ Shares

The price of each series’ shares is based on its net asset value. The net asset value“of each series’ shares is determined at the close of
regular trading each day that the New York Stock Exchange is open for trading (génerally, 4:00 p.m., Eastern time) (referred to as the valuation
time). The New York Stock Exchange is closed on most national holidays and Good Friday. To determine net asset value, each series values
its assets at current market values, or at fair value as determined by the.Adviser under the direction of the Board of Trustees that oversees
the series if current market values are unavailable. Fair value pricing-may’'be used by a series when current market values are unavailable
or when an event occurs after the close of the exchange on which thesseries’ portfolio securities are principally traded that is likely to have
changed the value of the securities. The use of fair value pricingJby.a series may cause the net asset value of its shares to differ significantly
from the net asset value that would be calculated using gtrent market values.

Insurance companies and plan sponsors are the designges of the trust for receipt of purchase, exchange and redemption orders from con-
tractholders and plan beneficiaries. An order submitted to the trust’s designee by the valuation time will receive the net asset value next
calculated; provided that the trust receives notigg*af'the order generally by 9:30 a.m. eastern time on the next day on which the New York
Stock Exchange is open for trading.

Certain series invest in securities which ‘afe’ primarily listed on foreign exchanges that trade on weekends and other days when the series
does not price its shares. Therefore, thevalue of these series’ shares may change on days when you will not be able to purchase or redeem
their shares.

© Distributions

Each series intends to'pay substantially all of its net income (including any realized net capital and net foreign currency gains) to shareholders
as dividends at Jeast-annually.

© Tax Considerations

The! folleWing discussion is very general. You are urged to consult your tax adviser regarding the effect that an investment in a series may
have Gn your tax situation. Each series of the trust is treated as a separate corporation for federal tax purposes. As long as a series qualifies
for treatment as a regulated investment company (which each series has done in the past and intends to do in the future), it pays no federal
income tax on the earnings and net realized gains it distributes to shareholders. In addition, each series also intends to continue to diversify
its assets to satisfy the federal diversification tax rules applicable to separate accounts that fund variable insurance and annuity contracts.

Shares of the series are offered to insurance company separate accounts and to qualified retirement and pension plans. You should consult
with the insurance company that issued your contract or your plan sponsor to understand the federal tax treatment of your investment.



° Right to Reject or Restrict Purchase and Exchange Orders

Purchases and exchanges should be made for investment purposes only. Each series reserves the right to reject or restrict any specific purchase
or exchange request. Because an exchange request involves both a request to redeem shares of one series and to purchase shares of another
series, the series consider the underlying redemption and purchase requests conditioned upon the acceptance of each of these underlying
requests. Therefore, in the event that the series reject an exchange request, neither the redemption nor the purchase side of the exchange
will be processed. When a series determines that the level of exchanges on any day may be harmful to its remaining shareholders, the
series may delay the payment of exchange proceeds for up to seven days to permit cash to be raised through the orderly liquidation of
its portfolio securities to pay the redemption proceeds. In this case, the purchase side of the exchange will be delayed until the exchange
proceeds are paid by the redeeming series.

© Excessive Trading Practices

The series do not permit market-timing or other excessive trading practices. Excessive, short-term (market-timing) trading practices may disrupt
portfolio management strategies and harm series’ performance. As noted above, each series reserves the right to réjéct orrestrict any purchase
order (including exchanges) from any investor. To minimize harm to the series and their shareholders, the series'will exercise these rights
if an investor has a history of excessive trading or if an investor's trading, in the judgment of the series, Wa8 been or may be disruptive
to a series. In making this judgment, the series may consider trading done in multiple accounts undgr,.common ownership or contral.

© In-kind Distributions

The series have reserved the right to pay redemption proceeds by a distribution in-kind of portfolio securities (rather than cash). In the event
that the series makes an in-kind distribution, you could incur the brokerage and transaction charges when converting the securities to cash,
and the securities may increase or decrease in value until you sell them. The series’do not expect to make in-kind distributions.
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© Unique Nature of Series

MFS may serve as the investment adviser to other funds which have investment goals and principal investment policies and risks similar
to those of the series, and which may be managed by the series’ pottfalioc manager(s). While a series may have many similarities to these
other funds, its investment performance will differ from their, investment performance. This is due to a number of differences between a
series and these similar products, including differences in salés Charges, expense ratios and cash flows.

© Potential Conflicts

Shares of the series are offered to the separate acéeunts of insurance companies that may be affiliated or unaffiliated with MFS and each
other (“shared funding”) and may serve as the underlying investments for both variable annuity and variable life insurance contracts (“mixed
funding”). Due to differences in tax treatment’or other considerations, the interests of various contract owners might at some time be in
conflict. The trust currently does not,fergsee any such conflict. Nevertheless, the board of trustees which oversees the series intends to
monitor events in order to identify anywmaterial irreconcilable conflicts which may possibly arise and to determine what action, if any, should
be taken in response. If such a corifligtwere to occur, one or more separate accounts of the insurance companies might be required to withdraw
its investments in one or mofe”Series. This might force a series to sell securities at disadvantageous prices.

( VIl FINANCIAL HIGHLIGHTS )

The financiakhighlights table is intended to help you understand the series’ financial performance for the past five years, or, if a series has
not beepin eperation that long, since the time it commenced investment operations. Certain information reflects financial results for a single
series’ share. The total returns in the table represent the rate by which an investor would have earned (or lost) on an investment in a series
(assuming reinvestment of all distributions). This information has been audited by the trust’s independent auditors, whose report, together
with the trust’s financial statements, are included in the trust’s Annual Report to shareholders. The series” Annual Report is available upon
request by contacting MFSC (see back cover for address and telephone number). These financial statements are incorporated by reference
into the SAI. The trust's independent auditors are Deloitte & Touche LLP.
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1. Emerging Growth Series—lInitial Class

Year Ended December 31,

2000 1999 1998 1997 1996
Per share data (for a share outstanding throughout
each period):
Net asset value — beginning of period ................. $§ 3794 § 47 $§ 16.13 $§ 1324 $§ 1.4
Income from investment operations# —
Net investment income (10SS)8 ...................... $ (0.01) § (0.06) $ (0.05) $ (0.06) $ (0.01)
Net realized and unrealized gain on investments and
foreign currency transactions ..................... (7.07) 16.53 5.b5 2:95 1.95
Total from investment operations ............... § (708 § 1647 § 550 $N2.89 § 1.9
Less distributions declared to shareholders —
From net realized gain on investments and foreign
currency transactions ................ ... ..., $ (201 ¢ — $ «10.05) $ — $ (0.06)
In excess of net realized gain on investments and
foreign currency transactions ...................... — — (0.11) — (0.05)
Total distributions declared to shareholders ..... $§  (201) § — $§ (0.16) $ — $ (0.11)
Net asset value—end of period ...................... § 288 § 319 § 2147 $§ 1613 § 1324
Total reTUM ..o (19.61)% 46)71% 34.16% 21.90% 17.02%
Ratios (to average net assets)/Supplemental datas:
Expenses## .. ... ... 0.85% 0.84% 0.85% 0.90% 1.00%
Net investment income (loss) ........................ (0.04)% (0.23)% (0.29)% (0.38)% (0.08)%
Portfolio turnover ......... ... ... .. ... .l 200% 176% 1% 112% 96%
Net assets at end of period (000 Omitted) .............. $2,312,406 $2,132,528 $908,987 $384,480 $104,956

§  Prior to January 1, 1998, the investment adviser voluntarily agreed t6“maintain, subject to reimbursement by the series, the expenses of the series at not more than
1.00% of average daily net assets. To the extent actual expenses«were over or under this limitation, the net investment loss per share and the ratios would have
been:

Net investment 10SS ....................... €% .. — — — $ (0.05) $ (0.03)
Ratios (to average net assets):
Expenses## ... N — — — 0.87% 1.16%
Net investment 10sS ............(2p 7 .. ......... — — — (0.35)% (0.23)%

# Per share data are based on average sharés-outstanding.
## Ratios do not reflect reductions from=eertain offset arrangements.
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2. Research Series—lInitial Class

Year Ended December 31, hd
2000 1999 1998 1997 1996 i
Per share data (for a share outstanding throughout -
each period):
Net asset value — beginning of period ................. $§ 2334 § 19.05 $§ 1580 $§ 1313 $ 10.89 S
Income from investment operations# — E
Net investment income$ ... ... ... .............. $ 0.01 § 002 $ 0.06 $ 005 $ 006 E
Net realized and unrealized gain on investments and z
foreign currency ... (1.00) 4.52 3.59 2:62 2.37 .2,
Total from investment operations ............... $§ (099 § 454 § 365 $N\ 267 $ 243 z
Less distributions declared to shareholders — ﬁ
From net investment income .............. ... ... ... $ (0.01) $ (0.04) $ (0.03) $ — $ (0.02) 3
From net realized gain on investments and foreign §
currency transactions ..., (1.54) (0.21) (0:37) — (0.16) n
In excess of net realized gain on investments and =
foreign currency transactions ..................... — — — — (0.01) %
Total distributions declared to shareholders ..... $§ (1.55) § (025) $ (0.40) e $ (0.19) 5
Net asset value —end of period ...................... $§ 2080 §,.23134 § 19.05 $ 15.80 $ 13.13 gr
Total return ... (4.85)% 24.05% 23.39% 20.26% 2233%
Ratios (to average net assets)/Supplemental data$:
EXPENSESHH ... 0.85% 0.86% 0.86% 0.92% 1.01%
Net investment income .............. ... ... ... ...... 0:05% 0.08% 0.33% 0.34% 0.47%
Portfolio turnover ........ ... ... ... ... 93% 91% 83% 99% 56%
Net assets at end of period (000 Omitted)............... $1,083,760 $883,578 $567,778 $285,845 $35,710

§  Prior to January 1, 1998, subject to reimbursement by the serigs;ythe investment adviser agreed to maintain the expenses of the series, exclusive of management
fees, at not more than 0.15% of average daily net assets. Torthé @xtent actual expenses were over or under this limitation, the net investment income (loss) per
share and the ratios would have been:

Net investment income (l0ss) ...........NCNT ... $ 006 § —
Ratios (to average net assets):
Expenses## ... (P 0.88% 1.48%
Net investment income (lossp N Y. ..., 0.38% —
t  Annualized.

Tt Not annualized.
# Per share data are based on@yverage shares outstanding.
## Ratios do not reflect reductions™from certain expense offset arrangements.
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(AppendixA) (Emerging Growth Series)

© Investment Techniques and Practices

In pursuing its investment objective and investment policies, the Emerging Growth Series may engage in the following principal and non-
principal investment techniques and practices. Investment techniques and practices which are the principal focus of the series are also
described, together with their risks, in the Risk Return Summary of the Prospectus. Both principal and non-principal investment techniques
and practices are described, together with their risks, in the SAl.

Symbols v~ permitted — not permitted
Debt Securities Investment in Other Investment Companies
Asset-Backed Securities Open-End Funds ”
Collateralized Mortgage Obligations and Multiclass Closed-End Funds V”
Pass-Through Securities Lending of Portfolio Securities o
Corporate Asset-Backed Securities — Leveraging Transactions
Mortgage Pass-Through Securities = Bank Borrowings o«
Stripped I\/Iortg_a.ge—Backed Securities — Mortgage “Dollar-Bdll&“Transactions e
Corporate Secuntle.s - Reverse Repurchase Agreements —*
Loans and Other Direct Indebtedness — Options
Lower Rated Bonds - OptiongwonyForeign Currencies 1
Municipal Bonds T Optiens on Futures Contracts ”
Speculative Bonds - Options on Securities -
U.S. Government Securities e Options on Stock Indices o
Variable and Floating Rate Obligations 4 Reset Options .
Zero Coupon Bonds, Deferred Interest Bonds > “Yield Curve” Options .
and PIK Bonds
. i Repurchase Agreements e
Equity Securities I : —
. . Restricted Securities I
Foreign Securities Exposure
Short Sales —
Brady Bonds — -
. . Short Sales Against the Box
Depositary Receipts 1/
, , " Short Term Instruments e
Dollar-Denominated Foreign Debt, Securities — —
. Swaps and Related Derivative Instruments —
Emerging Markets 4 .
i » Temporary Borrowings I
Foreign Securities I . "
Temporary Defensive Positions I
Forward Contracts 1
Warrants 1/
Futures Contracts 1/ T ———— P
P en-Issued” Securities
Indexed Seeurities/Structured Products —
Inverse<tloating Rate Obligations

*May.be changed only with shareholder approval.
**The series will only enter into “covered” mortgage dollar-roll transactions, meaning that the series segregates liquid securities equal in value to the securities it will repurchase
and does not use these transactions as a form of leverage.



(Appendix A)

© Investment Techniques and Practices

In pursuing its investment objective and investment policies, the Research Series may engage in the following principal and non-principal
investment techniques and practices. Investment techniques and practices which are the principal focus of the series are also described,
together with their risks, in the Risk Return Summary of the Prospectus. Both principal and non-principal investment techniques and practices

are described, together with their risks, in the SAI.
Symbols

V¥~ permitted

(Research series )

— not permitted

Debt Securities
Asset-Backed Securities

Collateralized Mortgage Obligations and Multiclass
Pass-Through Securities

Corporate Asset-Backed Securities
Mortgage Pass-Through Securities
Stripped Mortgage-Backed Securities

Corporate Securities

Loans and Other Direct Indebtedness

Lower Rated Bonds

Municipal Bonds

Speculative Bonds

U.S. Government Securities

Variable and Floating Rate Obligations

Zero Coupon Bonds, Deferred Interest Bonds and PIK
Bonds

Equity Securities
Foreign Securities Exposure
Brady Bonds
Depositary Receipts
Dollar-Denominated Foreign Dgbt, Securities
Emerging Markets
Foreign Securities
Forward Contracts
Futures Contracts
Indexed Seeurities/Structured Products
Inverseskloating Rate Obligations

AW W W AN

\

AV W U U

\

Investment in Other Investment Companies
Open-End Funds
Closed-End Funds
Lending of Portfolio Securities
Leveraging Transactions
Bank Borrowings
Mortgage “Dollar-Rall™ Transactions
Reverse Repurchase Agreements
Options
Optionsen’Foreign Currencies
Options on Futures Contracts
Options on Securities
Options on Stock Indices
Reset Options
“Yield Curve” Options
Repurchase Agreements
Restricted Securities
Short Sales
Short Sales Against the Box
Short Term Instruments
Swaps and Related Derivative Instruments
Temporary Borrowings
Temporary Defensive Positions
Warrants
“When-Issued” Securities

AW WA

[ W W B WY

Y Y\

*May.be changed only with shareholder approval.

**The series will only enter into “cavered” mortgage dollar-roll transactions, meaning that the series segregates liquid securities equal in value to the securities it will repurchase

and does not use these transactions as a form of leverage.

S$3SN.LO3dSOUd ;,SNOILJO LNIWLSIANI ITaVRIVA ‘ 111 Ldvd



S$3SN.LD3dSOUd ;,SNOILJO LNIWLSIANI ITaVRIVA ‘ 11 Ldvd

MFS® VARIABLE INSURANCE TRUST*"

If you want more information about the trust and its series, the following documents are available free upon request:

Annual/Semiannual Reports. These reports contain information about the series’ actual investments. Annual reports discuss the effect
of recent market conditions and the series’ investment strategy on the series’ performance during their last fiscal year.

Statement of Additional Information (SAI). The SAI, dated May 1, 2001, provides more detailed information about the trust and its series
and is incorporated into this prospectus by reference.

You can get free copies of the annual/semiannual reports, the SAl and other information about the trust and its series, and
make inquiries about the trust and its series, by contacting:

MFS Service Center, Inc.

2 Avenue de Lafayette

Boston, MA 02111-1738

Telephone: 1-800-343-2829, ext. 3500
Internet: http://www.mfs.com

Information about the trust and its series (including its prospectus, SAI and shareholder reports) can,be\teviewed and copied at the:

Public Reference Room
Securities and Exchange Commission
Washington, D.C., 20549-0102

Information on the operation of the Public Reference Room may be obtained by calling the Cemmission at 202-942-8090. Reports and other
information about the trust and its series are available on the EDGAR Databases on the(Commission’s Internet website at http://www.sec.gov,
and copies of this information may be obtained, upon payment of a duplicating fee, Yoy electronic request at the following e-mail address:
publicinfo@sec.gov, or by writing the Public Reference Section at the above_address.

The trust’s Investment Company Act file number is 811-8326

MSG 11/01 224M 90/290/390/890



OCC ACCUMULATION TRUST
Prospectus dated May 1, 2001

OCC ACCUMULATION TRUST (the "Fund") is an open-end investment company with the following
investment portfolios (the "Portfolios"):

Small Cap Portfolio

Managed Portfolio
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Shares of the Portfolios are sold only to variable accounts of certain life insurance companies as an
investment.vehicle for their variable annuity and variable life insurance contracts and to qualified pension
and retirengent plans.

The Securities and Exchange Commission has not approved or disapproved of any Portfolio's securities or
determined whether this Prospectus is accurate or complete. Any representation to the contrary is a
criminal offense. This Prospectus contains information you should know before investing, including
information concerning risks. Please read it before you invest and keep for future reference.
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RISK/RETURN SUMMARY
Investment Goals Small Cap Portfolio. ........cccvevveereeennennnne. Capital appreciation

Managed Portfolio. ........cccoevvveviieieennnne. Growth of capital over time

Principal Investment
Strategies e The Small Cap Portfolio invests primarily in equity ségurities of
companies with market capitalizations under $2 billion.

e The Managed Portfolio invests in common stocksy bonds and cash
equivalents, allocated based on the investment adviSer's judgment.

Investment

Philosophy OpCap Advisors is the investment adwiSer to the Portfolios. OpCap
Advisors has retained Pacific Idvestment Management Company
("PIMCQ") as sub-adviser for a_pertion of the assets of the Managed
Portfolio. For the equity investments it manages directly, OpCap Advisors
applies principles of value, inyesting, although the individual portfolio
managers may implement~those principles differently. When selecting
equity securities, OpCap{Advisors believes there are two major components
of value.

2
|
5
2
>
]
-
m
z
<
m
A
-
k<
m
z
=
o
o
=
o
z
@
-
Pl
o
wv
-
m
0
-
[
wn
m
wn

e A company's.ability to generate earnings that contribute to shareholder
value. OpCap Advisors considers discretionary cash flow-cash that
remaingéafter a company spends what is needed to sustain its industrial
position as a primary determinant of a company's potential to add
economic value.

e" Price - OpCap Advisors looks for market undervaluation great enough
to offer the potential for upside reward with what it believes is modest
downward risk.

OpCap Advisors uses fundamental company analysis to select securities.
Fundamental company analysis involves intensive evaluation of historic
financial data including:

Company financial statements
Market share analysis

Unit volume growth

Barriers to entry

Pricing policies

Management record.
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Principal Risks

OpCap Advisors uses fundamental company analysis to select companies
they believe have one or more of the following characteristics:

substantial and growing discretionary cash flow
strong shareholder value-oriented management
valuable consumer or commercial franchises
high returns on capital

favorable price to intrinsic value relationship.

In selecting debt securities, OpCap Advisors analyzes yield relationships
between different sectors and among securities along (the yield curve.
OpCap Advisors seeks to take advantage of maturities-and individual issues
that it believes are inexpensive and have the potential’to provide superior
returns. In evaluating high yield debt securities, OpCap Advisors
supplements its traditional credit analysis withnan evaluation of an issuer's
asset values.

There can be no assurance that OpCap.Advisors will achieve its goals.

PIMCO acts as the sub-adviser«for-a portion of the Managed Portfolio. In
selecting securities for the Managed Portfolio, PIMCO develops an outlook
for interest rates, currency(exchange rates and the economy; analyzes credit
and call risks, and uses{other security selection techniques. The proportion
of the Portfolio's+ assets committed to investment in securities with
particular charactetistics (such as quality, section interest rate or maturity)
varies based on,RIMCQ's outlook for the U.S. economy and the economies
of other countries in the world, the financial markets and other factors.

PIMCQ attempts to identify areas of the bond market that are undervalued
relative’to the rest of the market. PIMCO identifies these areas by grouping
bonds into the following sectors: money markets, governments, corporates,
mortgages, asset-backed and international. Sophisticated proprietary
software then assists in evaluating sectors and pricing specific securities.
Once investment opportunities are identified, PIMCO will shift assets
among sectors depending upon changes in relative valuations and credit
spreads. There is no guarantee that PIMCO's security selection techniques
will produce the desired results.

When investing in Portfolios that invest in equity securities, you could lose
money or those Portfolios could underperform other investments if any of
the following happens:

e The stock market goes down
e The Portfolio's investment style (i.e., value) falls out of favor with the
stock market



e The Portfolio's investment sector (e.g., small cap, which is generally
more volatile than U.S. large cap securities) declines or becomes less
liquid

e The market undervalues the stocks held for longer than expected, or the
stocks purchased turn out not to be undervalued

If you invest in the Portfolios that invest in debt securities, you could lose
money or your investment may underperform other investments.it’any of
the following happens:

e Interest rates rise and the bond market goes down

e [ssuers of debt instruments cannot meet their obligations

e Bond issuers' call bonds selling at a premium to their'call price before the
maturity date

e Loans securing mortgage-backed obligatiens” prepay principal more

rapidly than expected. The Portfolios\may have to reinvest these
prepayments at lower rates.

Bar Chart &
Performance
Table
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The bar charts provide some indication, of the risks of investing in the Portfolios by
showing changes in the performance of each Portfolio's shares from year to year over
the past 10 or less full calendar, years during the life of each Portfolio and the highest
and lowest quarterly return during the same period for each Portfolio.

The Portfolios' past performance does not necessarily indicate how each Portfolio will
perform in the future®™~The Portfolios' performance does not reflect charges and
deductions which ;are ‘imposed under the variable contracts. Performance results after
charges and deddetions will be lower.
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Small Cap Portfolio
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(9.03)% (1.80)% 44.22 %

48.12 % 21.49 % 19.51 % (1.01)% 15.23 % 18.72 % 22.24 %

During the periods shown in the bar chart, the highest quarterly return was 19.20% (for the quarter ended
March 31, 1991) and the lowest quarterly return was (17.26)% (for thef quarter ended September 30,
1998).

Managed Portfolio

50
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0

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000

45.98 % 18.65 % 10.39 % 2.61 % 45.55 % 22.77 % 22.29 % 7.12 % 5.00 % 9.74 %

During the periods shown ifi the bar chart, the highest quarterly return was 20.80% (for the quarter ended
March 31, 1991) and theZlowest quarterly return was (13.37)% (for the quarter ended September 30,
1998).

The following,table shows how the average annual returns for one year, five years and for the life of the
Managed Portfolio compare to that of the Standard & Poor's Composite Index of 500 Stocks, how the
average annual returns for the Small Cap Portfolio compare to the Russell 2000. The table gives some
indication of the risks of the Portfolios by comparing the performance of each Portfolio with a broad
measure of market performance.



Average Annual Total Returns for the periods ended December 31, 2000

Past Year Past 5 Years Since Inception
Managed Portfolio 9.74% 13.16% 17.08%*
S&P 500 Index (9.09)% 18.33% 16.44%
Small Cap Portfolio 44.22% 13.35% 13.85%*
Russell 2000 Index (3.03)% 10.31% 11.69%

*On September 16, 1994, an investment company then called Quest for Valug ‘A¢cumulation Trust (the
"Old Trust") was effectively divided into two investment funds, the Old Trust'and the Fund, at which time
the Fund commenced operations. The total net assets for each of the Small'Cap and Managed Portfolios
immediately after the transaction were $139,812,573 and $682,601,380; respectively, with respect to the
Old Trust and for each of the Small Cap and Managed Portfolios, $8,129,274 and $51,345,102,
respectively, with respect to the Fund. For the period prior to, September 16, 1994, the performance
figures above for each of the Small Cap and Managed Portfolios reflect the performance of the
corresponding Portfolios of the Old Trust. The Old Trust comitmenced operations on August 1, 1988.

The benchmark for the portion of the Managed Portfolie managed by PIMCO is the Lehman Brothers
Aggregate Bond Index.

PORTFOLIO FEES & EXPENSES

This table describes the fees and expénses that you may pay if you buy and hold shares in the
Portfolios.

Shareholder Fees—Fees-You Pay Directly None

Annual Fund'Operating Expenses — Expenses that are deducted from Fund assets

Total Annual Fund

Management Fees Other Expenses Operating Expenses
Smatl*Cap’'Portfolio 0.80% 0.10% 0.90%
Managed Portfolio 0.78% 0.08% 0.86%

Example:

This example is intended to help you compare the cost of investing in each Fund with the cost of investing
in other funds. Although your actual costs may be higher or lower, you would pay the following expenses
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on a $10,000 investment assuming: (1) 5% annual return; (2) the Fund’s operating expenses remain the
same, and (3) you redeem all your shares at the end of each period in the table.

1 Year 3 Years 5 Years 10 Years
Small Cap Portfolio $92 $287 $498 $1,108
Managed Portfolio $88 $274 $477 $1,061

PRINCIPAL INVESTMENT STRATEGIES

Small Cap Portfolio

Q What is the Portfolio's investment objective?

A Capital appreciation through a diversified portfolio consisting primarily of, securities of companies
with market capitalizations of under $2 billion at time of purchase.

Q What is the Portfolio's investment program?

A The Portfolio invests primarily in equity securities of companies‘with market capitalizations under $2
billion at the time of purchase that OpCap Advisors believes are undervalued in the marketplace. The
Portfolio may purchase securities listed on U.S. or foreign.securities exchanges or traded in the U.S.
or foreign over the counter markets. The Portfolio alsoymay purchase securities in initial public
offerings or shortly after those offerings have been{completed.

Q What are the potential rewards of investing imthe Portfolio?

A Common stocks offer a way to invest for Tong term growth of capital. Opportunities for value creation
for small cap companies could tesilt from product expansion or product improvement, industry
transition, new management orssale of the company. Small cap companies are followed by fewer
analysts than are large and mid“cap companies. As additional analysts follow a small cap stock,
investor demand for the stock may increase which should result in capital appreciation over the long
term.

Managed Portfolio

Q What is the Portfolio's investment objective?

A Grewth of capital over time through investment in a portfolio consisting of common stocks, bonds and
cash’ equivalents, the percentages of which will vary based on OpCap Advisors’ and PIMCO’s
assessments of the relative outlook for such investments.

Q What is the Portfolio's investment program?

A The Portfolio seeks to meet its objective by investing in common stocks, bonds and cash equivalents in
varying percentages based on OpCap Advisors' and PIMCO's view of relative values. The Portfolio



may purchase securities listed on U.S. or foreign securities exchanges or traded in the U.S. or foreign
over the counter markets. The Portfolio also may purchase government and corporate bonds,
mortgage-backed securities and high quality money market securities. The Portfolio can invest up to
100% of its assets in debt securities but will only do so if equity securities are not an attractive
investment.

Q What are the potential rewards of investing in the Portfolio?

A The Portfolio normally invests mainly in equity securities. Common stocks offer a way to invest for
long term growth of capital.

RISKS
Q What are the risks of investing in the Portfolios?

A The Small Cap and Managed Portfolios invest principally in equity securities which may be affected by
the following:
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Stock Market Volatility - The stock market in general may fluctuate in response to political, market
and economic developments and you can lose money on Four investments.

Equity investors should have a long-term investment.horizon and should be prepared for the ups and
downs of the stock market.

Stock Picking - The portfolio manager ‘may select stocks that have prices that turn out not to be
undervalued or do not achieve expectationis for growth in income or revenues.

Issuer Changes - Changes in the financial condition of an issuer or changes in economic conditions
that affect a particular type of issuer can affect the value or credit quality of an issuer's securities.

Small Cap Volatility - Small cap stocks are more volatile and have less trading volume than both
large cap and mid cap-stecks.

Sector Risk - OpCap Advisors are bottom up investment managers. That means that they select
securities fora Portfolio based on the investment merits of a particular issue rather than the business
sector.

Investment Styles - Value stocks may be out of favor for a period of time. This investment style can
ptoduce poor returns for a period of time.

Asset Allocation Risk - The Managed Portfolio invests in a mix of equity and fixed income
securities. The portfolio manager can make the wrong allocation decisions.

Foreign Exposure - When selecting foreign securities for the Portfolios, OpCap Advisors use
approximately the same standards that they set for U.S. issuers. Foreign securities, foreign currencies
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and securities issued by U.S. entities with substantial foreign operations may have additional risks
than U.S. securities.

Political Risk - Foreign governments can take over the assets or operations of a company or
may impose taxes or limits on the removal of the Portfolio's assets from that country.

Currency risk - The value of securities held in foreign currencies will be affected by changes in
the value of that currency.

Liquidity - Some foreign markets are less liquid and more volatile than the U.S. stock market.

Limited information - There may be less public information about foreign issuers than there is
about U.S. issuers.

Settlement and clearance - Some foreign markets experience délays in settlement. These
delays could cause the Portfolio to miss investment opportunitics or to be unable to sell a
security.

Emerging Markets - There are greater risks of unstable governments and economies and
restriction on foreign ownership in these countrie§. “Ihe Portfolios presently intend to limit
investment in emerging markets to no more thah,5% of their total assets.

To the extent that the Portfolios invest in debt securities,'the Portfolios are exposed to these risks:

Interest rate risk - The risk that changes in interest rates will affect the value of fixed income
securities in the Portfolio.

Prepayment risk - The risk\that the holder of a mortgage underlying a mortgage backed
security will prepay pringipal.

Credit risk - The tisk-that an issuer of a fixed income security will be unable to pay principal
and interest paymients when they are due.

To the extent that the\Managed Portfolio invests in lower grade debt securities, you should know that
lower grade debt may have the following additional risks:

more-volatility
less liquidity

greater risk of issuer default or insolvency.

10



Q Can a Portfolio change its investment objective and investment policies?

Q Can the Portfolios use derivative instruments?

INVESTMENT POLICIES

Fundamental policies of a Portfolio cannot be changed without the approval of a majority of the
outstanding voting shares of the Portfolio. A Portfolio's investment objective is a fundamental policy.
Investment restrictions that are fundamental policies are listed in the Statement of Additional
Information. Investment policies are not fundamental and can be changed by the Fund's, Board of
Trustees.

Yes. The Small Cap and Managed Portfolios may use the following derivative instruments:

futures contracts

options on futures contracts

forward foreign currency contracts

covered calls written on individual securities
uncovered calls and puts

options on stock indices

swaps.
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The Small Cap Portfolio does not expect to use‘derivative instruments significantly, if at all. The
Managed Portfolio will sometimes use derivative) instruments as part of a strategy designed to reduce
exposure to other risks, such as interest riskwor currency risk, and may use derivative instruments to
meet its investment objectives.

Q What are the risks of derivative instroments?

Derivative instruments can reduce the return of a Portfolio if :

e Its investment adviser uses a derivative instrument at the wrong time
e The prices of a Portfolio's futures or options positions are not correlated with its other investments
e A Portfolio caniet close out a position because of an illiquid market.

Q Do the Portfolies expect to engage in short-term trading?

The Portfelios do not expect to engage in frequent short-term trading. The Financial Highlights table in
thiS prospectus shows the turnover rates during prior fiscal years for the Portfolios that were active
during this period.

Can the Portfolios vary from their investment goals?

11
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A When a Portfolio's investment adviser or subadviser thinks market or economic conditions are adverse,
it may invest up to 100% of its assets in defensive investments such as U.S. Government securities
and money market instruments. To the extent that a Portfolio takes a defensive position, it will not be
pursuing its investment objective.

FUND MANAGEMENT

OpCap Advisors

The Board of Trustees of the Fund has hired OpCap Advisors to serve as manager of the Fund.

OpCap Advisors is a subsidiary of Oppenheimer Capital, an investment advisory firmywith approximately
$37 billion of assets under management as of December 31, 2000. They are_indirect wholly-owned
subsidiaries of PIMCO Advisors L.P. The mailing address is 1345 Avenue 0f the Americas, New York,
New York 10105.

The general partners of PIMCO Advisors L.P. are PIMCO Partners; G.P. and PIMCO Advisors Holding
L.P. ("PAH"). PIMCO Partners, G.P. is a general partnership betweeén PIMCO Holdings LLC, a Delaware
limited liability company and an indirect wholly-owned subsidiary of Pacific Life Insurance Company,
and PIMCO Partners LLC, a California limited liability,company controlled by the current Managing
Directors and two former Managing Directors of Pacific.Investment Management Company, a subsidiary
of PIMCO Advisors L.P. PIMCO Partners, G.P. is the sele’general partner of PAH.

Through its ownership of PAH, Allianz AG (“Allianz”) is the majority owner of PIMCO Advisors L.P.
and its subsidiaries, including OpCap Advisets."® Pacific Life Insurance Company owns approximately
30% in PIMCO Advisors L.P. Allianz is thé world's second largest insurance company and a leading
provider of financial services, particularly’in Europe, and is represented in more than 70 countries world-
wide through subsidiaries, branch and representative offices, and other affiliated entities. Allianz currently
has assets under management of more’than $700 billion.

OpCap Advisors and PIMCO"“Advisors have been in business as investment advisers since 1987 and
Oppenheimer Capital has/been in business as an investment adviser since 1969.

OpCap Advisors manages the investments of certain Portfolios (and places brokerage orders) and
conducts the busmess affairs of the Fund. Employees of Oppenheimer Capital, PIMCO Advisors and
OpCap Advisefsperform these services.

Each Portfolio pays OpCap Advisors fees in return for providing or arranging for the provision of
investment advisory services. OpCap also pays a portion of its advisory fees to PIMCO in return for the
advisory services PIMCO performs for the Managed Portfolio. The Portfolios of the Fund listed below
paid OpCap Advisors the following fees as a percentage of average daily net assets during the fiscal
period ended December 31, 2000:

Small Cap Portfolio.........cceevieiiiiiieiiieieeieeee e 0.80%
Managed Portfolio .........ccceeiieiieiiiiiieieeeeeee e 0.78%

12



OpCap will pay PIMCO a fee at the annual rate of 0.25% of the average daily net assets of the Managed
Portfolio for the advisory services PIMCO performed for the Managed Portfolio.

The Fund pays OpCap Advisors at the annual rate of 0.80% of the first $400 million of average net assets,

0.75% on the next $400 million of average net assets and 0.70% of assets in excess of $800 million with
respect to the Managed and Small Cap Portfolios.

Pacific Investment Management Company (PIMCO)

Founded in 1971, Pacific Investment currently manages $220 billion on behalf of\mutual fund and
institutional clients located around the world. PIMCO, a wholly-owned subsidiary<of PIMCO Advisors
L.P., has its principal offices at 800 Newport Center Drive, Newport Beach, California 92660, is located
at 840 Newport Center Drive, Suite 300, Newport Beach, CA 92660. Renewned for its fixed income
management expertise, PIMCO manages assets for many of the largest corporations, foundations,
endowments, and governmental bodies in the United States and the world.

Portfolio Managers

Mark Degenhart, Senior Vice President, has been a portfolio manager
of the Small Cap Portfolio since February 1999. He joined
Oppenheimer Gapital in January 1999 with responsibilities including
research, analysis and investment management. Prior to joining the
firm, he was Director of Research and Associate Portfolio Manager at
Palisade "Capital Management since 1993. He has a BS degree in
marketing from the University of Scranton.

Richard Glasebrook, Managing Director of Oppenheimer Capital,
joined the firm in 1991. He has a BA from Kenyon College and a
MBA from the Harvard School of Business Administration. Mr.
Glasebrook has been a portfolio manager of the Managed Portfolio
since its inception.

William H. Gross, Managing Director and Chief Investment Officer of
PIMCO, has been a co-portfolio manager of the Managed Portfolio
since March 2000. Mr. Gross joined PIMCO in June 1971 and is a
founding partner of PIMCO.
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SHARE PRICE

The Fund calculates each Portfolio's share price, called its net asset value, on each business day that the
New York Stock Exchange is open after the close of regular trading (generally 4:00 p.m. Eastern Standard
Time). Net asset value per share is computed by adding up the total value of a Portfolio's investments and
other assets, subtracting its liabilities and then dividing by the number of shares outstanding.

Total Portfolio Assets — Liabilities

Net Asset Value =
ct Asset value Number of Portfolio Shares Outstanding

The Fund uses the market prices of securities to value a Portfolio's investments unless-securities do not
have market quotations or are short-term debt securities. When the Fund uses fair Value to price a
security, the Fund reviews the pricing method with the Fund's Board. The Eund prices short-term
investments that mature in less than 60 days using amortized cost or amortized ‘value. Foreign securities
trade on days when the Portfolios do not price their shares so the net asset.valie of a Portfolio's shares
may change on days when shareholders will not be able to buy or sell shafes-of the Portfolio. If an event
occurs after the close of the New York Stock Exchange that the Fund, believes changes the value of a
security, then the Fund will value the security at what it believes to be¢ fair value.

DISTRIBUTIONS AND TAXES

This discussion is about distributions to the Portfolie's” sharcholders, which are variable accounts of
insurance companies and qualified pension and retitemient plans. You should read the prospectus for the
variable account for information about distributions and federal tax treatment for contract owners of
variable products.

Each Portfolio pays dividends from its net/investment income and distributes any net capital gains that it
has realized at least once a year.

FINANCIAL HIGHLIGHTS

The financial highlights table is intended to help you understand the Portfolios' financial performance.
Certain information refléets financial results for a single Portfolio share. The total returns in the table
represent the rate that.an investor would have earned (or lost) on an investment in a Portfolio (assuming
reinvestment of alldividends and distributions). The information in the financial highlights table below
has been auditéd)by PricewaterhouseCoopers LLP, independent accountants, whose report, along with the
correspondinng. Portfolios' financial statements, is incorporated by reference in the Fund's SAI, which is
available-upon request.

14



OCC ACCUMULATION TRUST
SMALL CAP PORTFOLIO
FINANCTAT. HIGHTIGHTS

For a share of beneficial interest outstanding throughout each vear:

Year ended D) her 31
2000 1999 1998 1997 1996

Net accet valne heoinnino of vear $22.52 $23.10 $26.37 $22.61 $19.91
Income from Investment Operations:
Net investment income 0.26 0.14 0.14 0.08 0.14
Net realized and nnrealized oain (loss) on investments 962 D 238 473 345

Tatal income (1ngq) fram investment anerationg 988 43y 224 484 359
Dividends and Distributions to Shareholders from:
Net investment income (0.14) (0.15) (0.09) (0.13) (0.25)
Net realized oaing - - 94y 092 64

Total dividends and distributions to shareholders o+ w1+ €033 05 B39
Net asset value. end of Vear..........ccoccoceveeeiiiiieneieeeee $32.26 $22.52 $23.10 $26.37 $22.61
Total Return (1) 44.2% (1.8)% 9.0)% 22.2% 18.7%
Ratios/Supplemental data:
Net assets end of vear (000'<) $224,669 $151,290 $155,506 $110,565 $34,257
Ratio of exnenses to average net assets (2).........cccoeoeveeeens 0.90% 0.89% 0.88% 0.97% 0.93% (3)
Ratin of net investment income to averaoe net assets 1.03% 0.61 % 0.72% 0.64% 1.03% 3)
Partfolia Tnrnaver 114% 99% 51% 68% 50%

(1) Assumes reinvestment of all dividends and distributions.

(2) Inclusive of expenses offset by earnings credits from custodian bank.

(3) During the fiscal year indicated above, the Adviser waived a portion of its feess Ifi§uchywaiver had not been in effect, the ratio of

expenses to average net assets and the ratio of net investment income to averageynet assets would have

been 1.01% and 0.95%, respectively.
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OCC ACCUMULATION TRUST
MANAGED PORTFOLIO
FINANCIAL HIGHLIGHTS
For a share of beneficial interest outstanding throughout each vear:

Year ended December 31
2000 1090 1008 1007 1006
Net asset valne heginnine of vear $43 A3 43 74 {42 38 $36 21 $30°14

Income from Investment Operations:
Net investment inCoOme...................oooiiiiii 0.99 0.56 0.60 0.34 0.43
Net realized and unrealized gain

on INVestments ...............ooooooiiiiiiee 241 147 2.40 745 631
Total income from investment onerations..... 340 2.03 3.00 779 674
Dividends and Distributions to Shareholders from:
Net investment income (0.58) (0.65) 0.33) (0.40) (0.41)
Net realized oaing (327) (147 A3 1) A2 Q26)
Taotal dividendc and dictribntiong to chareholders (3 R5) Q.12 Ll 64) d.62) (067
Net asset value, end of vear.... $43.20 $43.65 $43.74 $42.38 $36.21
Total Return (1).. ... 9.7% 5.0% 7.1% 22.3% 22.8%
Ratio/Supplemental data:
Net ascete end of vear (000'<) $693,469 $804,467 $777,087 $466,791 $180,728
Ratio of exnenses to average net assets (2) 0.86% 0.83% 0.82% 0.87% 0.84% (3)
Ratio of net investment income to average net assets. 2.20% 1.27% 1.74% 1.42% 1.66% (3)
Portfolio TUIMOVET ...oeouieiieiiiiiieieieeee e, 168% 50% 37% 32% 27%

(1) Assumes reinvestment of all dividends and distributions.
(2) Inclusive of expenses offset by earnings credits from custodian bank.
(3) During the fiscal year indicated above, the Adviser waived a portion of its fee. If such waiyer had not been in effect, the ratio of expenses

to average net assets and the ratio of net investment income to average net assets;wotld'have been 0.85% and 1.65%, respectively.
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For investors who want more information about the
Portfolios, the following documents are available
free upon request:

Annual/Semi-annual  Reports: Additional
information about the Portfolios’ investments is
available in the Portfolios’ annual and semi-annual
reports to shareholders. In each Portfolio’s annual
report, you will find a discussion of the market
conditions and investment strategies that
significantly affected the Portfolio’s performance
during its last fiscal year.

Statement of Additional Information (SAI): The
SAI provides more detailed information about the
Portfolios and is incorporated into this prospectus
by reference.

The SAI and the Portfolio’s annual and semi-annual
reports are available without charge upon request/tQ

your insurance agent or by calling the Portfolios at
1-800-700-8258.

You can review and copy the Portfolios*aeports and
SAls at the Public Reference Room ofithe Securities
and Exchange Commission. Y.ou‘can get text-only
copies:

After paying a duplicating fee, by electronic
request at the~ \following email address:
publicinfo@se€80Vv, or by writing to or calling
the Public Reference Room of the Securities and
Exchange” “Commission, Washington, D.C.
2054940102

Telephone: 1-202-942-8090

Free from the EDGAR Database on the
Commission’s Internet website at
http://www.sec.gov.

S:\LEGALDEP\FUNDS\ACCUM\Prospectus-2001\4-30-01-prosectus-
TransAmerica.DOC
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PROSPECTUS

May 1, 2001 T. ROWE PRICE
Equity Income
Portfolio

A stock fund seeking substantial dividend
income and long-term capital growth.

The Securities and Exchange Commission has not approved or disapproved these

Inwvest With Confidence securities or passed upon the adequacy of this prospectus. Any representation to the
TRoweHice contrary is a criminal offense.



T. Rowe Price Equity Series, Inc.
T. Rowe Price Equity Income Portfolio

Prospectus
May 1, 2001

ABOUT THE FUND

Objective, Strategy, Risks, and Expenses 1 Founded in 1937 by theldate
Other Information About the Fund 3 .
Thomas Rowe Price i,

ABOUT YOUR ACCOUNT T. Rowe Price AGsociates, Inc.,
Pricing Shares and Receiving
Sale Proceeds 5 and its affiliates managed
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?:’
-
S
2
>
@
-
m
z
<
m
)
-]
Z
m
z
-]
o
o
o
o
z
@
o
o
o}
7]
o
m
0
-]
Cc
7]
m
(V)

eightmillion individual and
MORE ABOUT THE FUND

Organization and Management 8 institutional investor accounts
Understanding Performance Information 10 as of December 31’ 2000.
Investment Policies and Practices 10
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Mutual fund shares are not deposits
or obligations of, or guaranteed by,
any depository institution. Shares are
not insured by the FDIC, Federal
Reserve, or any other government
agency, and are subject to investment
risks, including possible loss of the
principal amount invested.
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ABOUT THE FUND 1

OBJECTIVE, STRATEGY, RISKS, AND EXPENSES

The fund should be used as an investment option for variable annuity and variable life insur;
ance contracts.

What is the fund’s objective?

The fund seeks to provide substantial dividend income as well as long-term growti'of capital
through investments in the common stocks of established companies.

What is the fund’s principal investment strategy?
We will normally invest at least 65% of the fund’s total assets in the ecofimon stocks of well-
established companies paying above-average dividends.

We typically employ a “value” approach in selecting investments™Our in-house research team
seeks companies that appear to be undervalued by various measures and may be temporarily
out of favor, but have good prospects for capital appreciatienr and dividend growth.

In selecting investments, we generally look for companies)with the following:

* an established operating history;

¢ above-average dividend yield relative to the S&P 500;

* low price/earnings ratio relative to the S&P 500;

¢ asound balance sheet and other positivefinancial characteristics; and

¢ low stock price relative to a company’s underlying value as measured by assets, cash flow, or
business franchises.

While most assets will be invésteéd in U.S. common stocks, other securities may also be pur-
chased, including foreignsstécks, futures, and options, in keeping with fund objectives.

The fund may sell se¢Uities for a variety of reasons, such as to secure gains, limit losses, or
redeploy assets intg/more promising opportunities.

» For details about the fund’s investment program, please see the Investment Policies and Practices
section,

What are the main risks of investing in the fund?

Thewalue approach carries the risk that the market will not recognize a security’s intrinsic
yvalue for a long time, or that a stock judged to be undervalued may actually be appropriately
priced.

The fund’s emphasis on stocks of established companies paying high dividends and its poten-
tial investments in fixed-income securities may limit its potential for appreciation in a broad
market advance. Such securities may be hurt when interest rates rise sharply. Also, a company
may reduce or eliminate its dividend.

As with all equity funds, this fund’s share price can fall because of weakness in the broad mar-
ket, a particular industry, or specific holdings. The market as a whole can decline for many rea-
sons, including adverse political or economic developments here or abroad, changes in
investor psychology, or heavy institutional selling. The prospects for an industry or company
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may deteriorate because of a variety of factors, including disappointing earnings or changes in
the competitive environment. In addition, our assessment of companies held in the fund may
prove incorrect, resulting in losses or poor performance even in a rising market. Finally, the
fund’s investment approach could fall out of favor with the investing public, resulting in lag-
ging performance versus other types of stock funds.

Foreign stock holdings are subject to the risk that some holdings may lose value because of
declining foreign currencies or adverse political or economic events overseas. Investments(in
futures and options, if any, are subject to additional volatility and potential losses.

As with any mutual fund, there can be no guarantee the fund will achieve its objective:

» The fund’s share price may decline, so when you sell your shares, you may lose money.

How can I tell if the fund is appropriate for me?

Consider your investment goals, your time horizon for achieving them,and your tolerance for
risk. If you seek a relatively conservative equity investment that provides substantial dividend
income along with the potential for capital growth, the fund.eould be an appropriate part of
your overall investment strategy. This fund should not reptesent your complete investment
program or be used for short-term trading purposes.
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» Equity investors should have a long-term investment hatizon and be willing to wait out bear
markets.

How has the fund performed in the past?
The bar chart showing calendar year deturns and the average annual total return table indi-
cate risk by illustrating how much¢feturns can differ from one year to the next and over time.
Fund past performance is no guarantee of future returns.

The fund can also experience short-term performance swings, as shown by the best and worst
calendar quarter returns{during the years depicted in the chart.

Equity Income Portfolio
Calendar Year Returns

'95 34.76
'96 19.56
'97 28.85
'98 9.07
'99 3.72
'00 13.05
5 10 15 20 25 35 40 45%
Quarter Total
Ended Return
Best Quarter 6/30/99 13.14%
Worst Quarter 9/30/99 -8.47%
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ABOUT THE FUND

Table 1 Average Annual Total Returns

Periods ended
December 31, 2000
Since inception
1year 5 years (3/31/94)
Equity Income Portfolio 13.05% 14.53% 16.74%

S&P 500 Stock Index -9.11 18.33 19.66
Lipper Variable Annuity Underlying
Equity Income Funds Average 6.74 15.08 16.49

These figures include changes in principal value, reinvested dividends, and capital gain distributions, if any.
Figures do not reflect fees at the insurance product contract level and if those fees were included returns would be lower:

OTHER INFORMATION ABOUT THE FUND

What are the fund’s major characteristics?
T. Rowe Price believes that income can be a significant{contributor to total return over time
and expects the fund’s yield to be above that of the Standard & Poor’s 500 Stock Index. The
fund will tend to take a “value” approach and inwest/in stocks and other securities that appear
to be temporarily undervalued by various measures, such as price/earnings ratios.

What is meant by a “value” investment approach?
Value investors seek to invest in compani€s whose stock prices are low in relation to their real
worth or future prospects. By identifying companies whose stocks are currently out of favor or
misunderstood, value investorsfiope to realize significant appreciation as other investors rec-
ognize the stock’s intrinsic yalue and the price rises accordingly.

Finding undervalued stocks'requires considerable research to identify the particular com-
pany, analyze its finaficial condition and prospects, and assess the likelihood that the stock’s
underlying value willlbe recognized by the market and reflected in its price.

Some of the prirnteipal measures used to identify such stocks are:

* Price/earnings ratio Dividing a stock’s price by its earnings per share generates a price/
earnings.or P/E ratio. A stock with a P/E that is significantly below that of its peers, the
market'as a whole, or its own historical norm may represent an attractive opportunity.

+Price/book value ratio Dividing a stock’s price by its book value per share indicates how a
stock is priced relative to the accounting (i.e., book) value of the company’s assets. A ratio
below the market, that of its competitors, or its own historic norm could indicate an
undervalued situation.

* Dividend yield A stock’s dividend yield is found by dividing its annual dividend by its share
price. A yield significantly above a stock’s own historic norm or that of its peers may suggest
an investment opportunity.

» A stock selling at $10 with an annual dividend of $0.50 has a 5% yield.

* Price/cash flow Dividing a stock’s price by the company’s cash flow per share, rather than by
its earnings or book value, provides a more useful measure of value in some cases. A ratio



T. ROWE PRICE 4

below that of the market or of its peers suggests the market may be incorrectly valuing the
company’s cash flow for reasons that may be temporary.

* Undervalued assets This analysis compares a company’s stock price with its underlying asset
values, its projected value in the private (as opposed to public) market, or its expected value if
the company or parts of it were sold or liquidated.

» Restructuring opportunities The market can react favorably to the announcement of the
successful implementation of a corporate restructuring, financial reengineering, or asset
redeployment. Such events can result in an increase in a company’s stock price. A yalte
investor may try to anticipate these actions and invest before the market places an appfopriate
value on any actual or expected changes.

What are some examples of undervalued situations?

There are numerous situations in which a company’s value may not be_teflected in its stock
price. For example, a company may own a substantial amount of real éstate that is valued on
its financial statements well below market levels. If those properti€sswere to be sold, or if their
hidden value became recognized in some other manner, the cempdny’s stock price could rise.
In another example, a company’s management could spin offan unprofitable division into a
separate company, potentially increasing the value of the parent. Or, in the reverse, a parent
company could spin off a profitable division that hasmmot drawn the attention it deserves,
potentially resulting in higher valuations for both entities.
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Sometimes new management can revitalize companies that have grown fat or lost their focus,
eventually leading to improved profitabiligy. Management could increase shareholder value by
using excess cash flow to pay down debt, buying back outstanding shares of common stock, or
raising the dividend.

What are some of the fund’s potential fewards?

Dividends are normally a metelstable and predictable component of total return than capital
appreciation. While the pricesof a company’s stock can go up or down in response to earnings
or to fluctuations in the,general market, dividends are usually more reliable. Stocks paying a
high level of dividend income tend to be less volatile than those with below-average dividends
and may hold uprbetter in falling markets.

Is there other information | can review before making a decision?

InvestmentPolicies and Practices in Section 3 discusses various types of portfolio securities the
fund may“purchase as well as types of management practices the fund may use.
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ABOUT YOUR ACCOUNT 2

PRICING SHARES AND RECEIVING SALE PROCEEDS

Here are some procedures you should know when investing in the fund. For instructions on
how to purchase and redeem shares of the fund, read the insurance contract prospectus.

Shares of the fund are designed to be offered to insurance company separate accounts estab-
lished for the purpose of funding variable annuity contracts. They may also be offered\to insur-
ance company separate accounts established for the purpose of funding variable lifée-Contracts.
Variable annuity and variable life contract holders or participants are not the GHareholders of
the fund. Rather, the separate account of the insurance company is the shdreholder. The vari-
able annuity and variable life contracts are described in separate prospéctuses issued by the
insurance companies. The fund assumes no responsibility for such prospectuses, or variable
annuity or variable life contracts.

Shares of the fund are sold and redeemed without the imposition of any sales commission or
redemption charge. However, certain other charges may @pply to annuity or life contracts.
Those charges are disclosed in the insurance contract prospectus.

Your ability to exchange from this fund to any otherjone that serves as an investment option
under your insurance contract is governed by the terms of that contract and the insurance con-
tract prospectus.

How and when shares are priced
The share price (also called “net asset value” or NAV per share) for a fund is calculated at the
close of the New York Stock Excliange, normally 4 p.m. ET, each day the New York Stock
Exchange is open for business{ Te calculate the NAV, the fund’s assets are valued and totaled,
liabilities are subtracted, and’the balance, called net assets, is divided by the number of shares
outstanding. Currentanarket values are used to price fund shares.

How your purchase, salesor exchange price is determined
Purchases
The insuranee'companies purchase shares of the fund for their separate accounts, using premi-
ums allocated’by the contract holders or participants. Shares are purchased at the NAV next
determined after the insurance company receives the premium payment in acceptable form.
Initial and subsequent payments allocated to the fund are subject to the limits stated in the
separate account prospectus issued by the insurance company.

Redemptions

The insurance companies redeem shares of the fund to make benefit or surrender payments
under the terms of its contracts. Redemptions are processed on any day on which the New
York Stock Exchange is open and are priced at the fund’s NAV next determined after the insur-
ance company receives a surrender request in acceptable form.

Note: The time at which transactions and shares are priced and the time until which orders
are accepted may be changed in case of an emergency or if the New York Stock Exchange
closes at a time other than 4 p.m. ET.
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How you can receive the proceeds from a sale

Payment for redeemed shares will be made promptly, but in no event later than seven days
after receipt of your redemption order. However, the right of redemption may be suspended or
the date of payment postponed in accordance with the Investment Company Act of 1940
(“1940 Act”). The amount received upon redemption of the shares of the fund may be more or
less than the amount paid for the shares, depending on the fluctuations in the market value of
the assets owned by the fund.

Excessive Trading
» T. Rowe Price may bar excessive traders from purchasing shares.

Frequent trades involving your account or accounts controlled by you can diStupt manage-
ment of the fund and raise its expenses. To deter such activity, the fundshds"adopted an exces-
sive trading policy. If you violate our excessive trading policy, you may,be'barred indefinitely
and without further notice from further purchases of T. Rowe Price funds. Our excessive trad-
ing policy applies to contract holders and participants notwithstafiding any provisions in your
insurance contract:

You can make one purchase and one sale involving the samieyfund within any 120-day period.
If you exceed this limit or you hold fund shares for less\thiart’60 calendar days, you are in vio-
lation of our excessive trading policy. Systematic ptiehases and redemptions are exempt from
this policy.
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The terms of your insurance contract may also‘restrict your ability to trade between the
investment options available under your €Sntract.

RIGHTS RESERVED BY THE FUNDS

T. Rowe Price funds andrtheir agents reserve the following rights: (1) to waive or lower invest-
ment minimums; (2) (o’réfuse any purchase or exchange order; (3) to cancel or rescind any
purchase or exchangelorder (including, but not limited to, orders deemed to result in excessive
trading, markegttming, fraud, or 5% ownership by individual contract holders or participants)
upon notice go-the contract holder or participant within five business days of the trade or if the
written ¢obfirmation has not been received by the contract holder or participant, whichever is
sooner;(4) to freeze any account and suspend account services when notice has been received
of a~dispute between the registered or beneficial account owners or there is reason to believe a
fraudulent transaction may occur; (5) to otherwise modify the conditions of purchase and any
setvices at any time; or (6) to act on instructions believed to be genuine. These actions will be
taken when, in the sole discretion of management, they are deemed to be in the best interest of
the fund.

In an effort to protect T. Rowe Price funds from the possible adverse effects of a substantial
redemption in a large account, as a matter of general policy, no contract holder or participant
or group of contract holders or participants controlled by the same person or group of persons
will knowingly be permitted to purchase in excess of 5% of the outstanding shares of the fund,
except upon approval of the fund’s management.
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DIVIDENDS AND OTHER DISTRIBUTIONS

For a discussion of the tax status of your variable annuity contract, please refer to the insur-
ance contract prospectus.

Dividends and Other Distributions

The policy of the fund is to distribute all of its net investment income and net capital gains
each year to its shareholders, which are the separate accounts established by the variousdhsur-
ance companies in connection with their issuance of variable annuity and variable life con-
tracts. Dividends from net investment income are declared and paid annually. All\und
distributions made to a separate account will be reinvested automatically in additional fund
shares, unless a shareholder (separate account) elects to receive distributigns‘in cash. Under
current law, dividends and distributions made by the fund to separate aCedtnts generally are
not taxable to the separate accounts, the insurance company, or the.contract holder, provided
that the separate account meets the diversification requirements of Section 817(h) of the Inter-
nal Revenue Code of 1986, as amended, and other tax-related féquirements are satisfied. The
fund intends to diversify its investments in the manner required under Code Section 817(h).

Foreign Transactions

If the fund pays nonrefundable taxes to foreign govérnments during the year, the taxes will
reduce fund dividends.
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ORGANIZATION AND MANAGEMENT

How is the fund organized?
The T. Rowe Price Equity Series, Inc. (the “corporation”) was incorporated in Maryland in
1994. Currently, the corporation consists of seven series, each representing a separate class-of
shares having different objectives and investment policies. The seven series and the years in
which they were established are as follows: Equity Income Portfolio, New America Growth
Portfolio, Personal Strategy Balanced Portfolio, 1994; Mid-Cap Growth Portfoliog1996; and
Blue Chip Growth Portfolio, Equity Index 500 Portfolio, Health Sciences Portfolio, 2000. The
other six portfolios are described in separate prospectuses.

While the fund is managed in a manner similar to that of the T. Rowe’ Price Equity Income
Fund, investors should be aware that the fund is not the same fundyand will not have the same
performance. Investments made by the fund at any given timegnaynot be the same as those
made by the T. Rowe Price Equity Income Fund. Different performance will result due to fac-
tors such as differences in the cash flows into and out of the)fund, different fees and expenses,
and differences in portfolio size and positions.
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» Shareholders benefit from T. Rowe Price’s 64 years-of investment management experience.

What is meant by “shares™?

Contract holders and participants indjsectly (through the insurance company separate
account) purchase shares when they\put money in a fund offered as an investment option in
their insurance contracts. These ghares are part of a fund’s authorized capital stock, but share
certificates are not issued.

Each share and fractionahshare entitles the shareholder (the insurance company separate
account) to cast one vote'per share on certain fund matters, including the election of fund
directors, changesifi fundamental policies, or approval of changes in the fund’s management
contract.

The shares.gfthe fund have equal voting rights. The various insurance companies own the
outstanding-shares of the fund in their separate accounts. These separate accounts are regis-
teredeunder the 1940 Act or are excluded from registration thereunder. Under current law, the
insQiratice companies must vote the shares held in registered separate accounts in accordance
with voting instructions received from variable contract holders or participants having the
right to give such instructions.

Do T. Rowe Price funds have annual shareholder meetings?

The funds are not required to hold annual meetings and, to avoid unnecessary costs to fund
shareholders, do not do so except when certain matters, such as a change in fundamental
policies, must be decided. In addition, shareholders representing at least 10% of all eligible
votes may call a special meeting, if they wish, for the purpose of voting on the removal of any
fund director or trustee. If a meeting is held and you cannot attend, you can vote by proxy.
Before the meeting, the insurance company will send you the fund’s proxy materials that
explain the issues to be decided and include instructions on voting.
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» All decisions regarding the purchase and sale of fund investments are made by T. Rowe Price —
specifically by the fund’s portfolio managers.

Who runs the fund?
General Oversight
The corporation is governed by a Board of Directors that meets regularly to review fund invest-
ments, performance, expenses, and other business affairs. The Board elects the corporatiqfiis
officers. The policy of the corporation is that a majority of Board members are independent’of
T. Rowe Price Associates, Inc. (T. Rowe Price).

Portfolio Management

The fund has an Investment Advisory Committee with the following members_ Brian C.
Rogers, Chairman, Stephen W. Boesel, Arthur B. Cecil I, Richard P. Howatd, John D.
Linehan, and William J. Stromberg. The committee chairman has day*o4day responsibility for
managing the fund and works with the committee in developing apdyéxecuting the fund’s
investment program. Mr. Rogers has been chairman of the fund’s.committee since 1994. He
joined T. Rowe Price in 1982 and has been managing investmenfs since 1983.

The Management Fee

The fund pays T. Rowe Price an annual all-inclusive fee.that includes investment manage-
ment services and ordinary, recurring operating expenses, but does not cover interest, taxes,
brokerage, nonrecurring and extraordinary items\or'fees and expenses for the fund’s indepen-
dent directors. The fee is based on fund averdge)daily net assets and is calculated and accrued
daily. The fee for the fund for the most recent fiscal year was 0.85%.

From time to time, T. Rowe Price may'pay eligible insurance companies for services they pro-
vide to the fund for contract holdets.*These payments range from 0.15% to 0.25% of the
average annual total assets inveétéd by the separate accounts of the insurance company in the

fund.

Variable Annuity and Variable Life Charges

Variable annuity and variable life fees and charges imposed on contract holders and partici-
pants by the insyrafiee companies are in addition to those described previously and are
described in thévariable annuity and variable life contract prospectuses.

Variable Annuity and Variable Life Conflicts

The furld’niay serve as an investment medium for both variable annuity contracts and variable
life insurance policies. Shares of the fund may be offered to separate accounts established by
anynumber of insurance companies. The fund currently does not foresee any disadvantages to
vatiable annuity contract owners due to the fact that the fund may serve as an investment
medium for both variable life insurance policies and annuity contracts; however, due to differ-
ences in tax treatment or other considerations, it is theoretically possible that the interests of
owners of annuity contracts and insurance policies for which the fund serves as an investment
medium might at some time be in conflict. However, the fund’s Board of Directors is required
to monitor events to identify any material conflicts between variable annuity contract owners
and variable life policy owners, and will determine what action, if any, should be taken in the
event of such a conflict. If such a conflict were to occur, an insurance company participating in
the fund might be required to redeem the investment of one or more of its separate accounts
from the fund. This might force the fund to sell securities at disadvantageous prices.
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UNDERSTANDING PERFORMANCE INFORMATION

This section should help you understand the terms used to describe fund performance. You
may see these terms used in shareholder reports you receive from your insurance company.

Total Return

This tells you how much an investment has changed in value over a given time period. It
reflects any net increase or decrease in the share price and assumes that all dividends and ‘edp-
ital gains (if any) paid during the period were reinvested in additional shares. Thereforey,total
return numbers include the effect of compounding.

Advertisements may include cumulative or average annual total return figures,which may be
compared with various indices, other performance measures, or other mutual funds.

Cumulative Total Return

This is the actual return of an investment for a specified period. A cumulative return does not
indicate how much the value of the investment may have fluctuated-during the period. For
example, an investment could have a 10-year positive cumulatiye return despite experiencing
some negative years during that time.
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Average Annual Total Return

This is always hypothetical and should not be confused with actual year-by-year results. It
smooths out all the variations in annual performance to tell you what constant year-by-year
return would have produced the investment’s'actual cumulative return. This gives you an idea
of an investment’s annual contribution tq §eur portfolio, provided you held it for the entire
period.

Total returns quoted for the fund i¢lude the effect of deducting the fund’s expenses, but may
not include charges and expenseswattributable to any particular insurance product. Since you
can only purchase shares ofhefund through an insurance product, you should carefully
review the prospectus ofthe insurance product you have chosen for information on relevant
charges and expenses¢Exeluding these charges from quotations of the fund’s performance has
the effect of incredsing the performance quoted.

INVESTMENT\POLICIES AND PRACTICES

Thi§ section takes a detailed look at some of the types of fund securities and the various kinds
éf/investment practices that may be used in day-to-day portfolio management. Fund invest-
ments are subject to further restrictions and risks described in the Statement of Additional
Information.

Shareholder approval is required to substantively change fund objectives and certain invest-
ment restrictions noted in the following section as “fundamental policies.” The managers also
follow certain “operating policies” which can be changed without shareholder approval. How-
ever, significant changes are discussed with shareholders in fund reports. Fund investment
restrictions and policies are adhered to at the time of investment. A later change in circum-
stances will not require the sale of an investment if it was proper at the time it was made.
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Fund holdings of certain kinds of investments cannot exceed maximum percentages of total
assets, which are set forth in this prospectus. For instance, fund investments in hybrid instru-
ments are limited to 10% of total assets. While these restrictions provide a useful level of detail
about fund investments, investors should not view them as an accurate gauge of the potential
risk of such investments. For example, in a given period, a 5% investment in hybrid instru-
ments could have significantly more of an impact on a fund’s share price than its weighting\irf
the portfolio. The net effect of a particular investment depends on its volatility and the siz¢ of
its overall return in relation to the performance of all other fund investments.

Changes in fund holdings, fund performance, and the contribution of various investments are
discussed in the shareholder reports sent to you by your insurance company.

» Fund managers have considerable leeway in choosing investment strategies andselecting securities
they believe will help achieve fund objectives.

Types of Portfolio Securities
In seeking to meet its investment objective, the fund may investin any type of security or
instrument (including certain potentially high-risk derivatives described in this section) whose
investment characteristics are consistent with its investment program. The following pages
describe various types of fund securities and investiient management practices.

Fundamental policy The fund will not purchase a'security if, as a result, with respect to 75%
of its total assets, more than 5% of its total@ssets would be invested in securities of a single
issuer, or if more than 10% of the voting securities of the issuer would be held by the fund.

Fund investments are primarily in gemmon stocks (normally, at least 65% of total assets) and,
to a lesser degree, other types ofsecurities as described below.

Common and Preferred Stogks

Stocks represent shares ‘of oywnership in a company. Generally, preferred stock has a specified
dividend and ranks after bonds and before common stocks in its claim on income for dividend
payments and on assets should the company be liquidated. After other claims are satisfied,
common stockhi¢lders participate in company profits on a pro-rata basis; profits may be paid
out in dividerds'or reinvested in the company to help it grow. Increases and decreases in earn-
ings are usually reflected in a company’s stock price, so common stocks generally have the
greatestappreciation and depreciation potential of all corporate securities. While most pre-
ferred stocks pay a dividend, preferred stock may be purchased where the issuer has omitted,
ot is,in danger of omitting, payment of its dividend. Such investments would be made prima-
rily for their capital appreciation potential.

Convertible Securities and Warrants

Investments may be made in debt or preferred equity securities convertible into, or exchange-
able for, equity securities. Traditionally, convertible securities have paid dividends or interest
at rates higher than common stocks but lower than nonconvertible securities. They generally
participate in the appreciation or depreciation of the underlying stock into which they are con-
vertible, but to a lesser degree. In recent years, convertibles have been developed which com-
bine higher or lower current income with options and other features. Warrants are options to
buy a stated number of shares of common stock at a specified price anytime during the life of
the warrants (generally, two or more years). Warrants can be highly volatile, have no voting
rights, and pay no dividends.
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Foreign Securities

Investments may be made in foreign securities. These include nondollar-denominated
securities traded outside of the U.S. and dollar-denominated securities of foreign issuers
traded in the U.S. (such as ADRs). Such investments increase a portfolio’s diversification and
may enhance return, but they also involve some special risks, such as exposure to potentially
adverse local, political, and economic developments; nationalization and exchange controls;
potentially lower liquidity and higher volatility; possible problems arising from accounting,
disclosure, settlement, and regulatory practices that differ from U.S. standards; and the
chance that fluctuations in foreign exchange rates will decrease the investment’s valug
(favorable changes can increase its value). These risks are heightened for investments,in
developing countries, and there is no limit on the amount of fund foreign investmeénts that
may be made in such countries.

Operating policy Fund investments in foreign securities are limited to 25%0f total assets.

Fixed-Income Securities

From time to time, we may invest in debt securities of any type, icluding municipal securi-
ties, without regard to quality or rating. Such securities would be purchased in companies,
municipalities, or entities which meet the investment criteria for the fund. The price of a bond
fluctuates with changes in interest rates, generally rising when interest rates fall and falling
when interest rates rise.
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High-Yield, High-Risk Bonds

The total return and yield of lower-quality (high*yield, high-risk) bonds, commonly referred
to as “junk” bonds, can be expected to fluétfiate more than the total return and yield of
higher-quality, shorter-term bonds, but,not as much as those of common stocks. Junk bonds
(those rated below BBB or in defaulhare regarded as predominantly speculative with respect
to the issuer’s continuing ability fo%meet principal and interest payments.

Operating policy The fundunay purchase any type of noninvestment-grade debt security (or
junk bond) including these in default. The fund will not purchase this type of security if
immediately after sucliptirchase the fund would have more than 10% of its total assets
invested in such sg¢éutities. There is no limit on fund investments in convertible securities.

Hybrid Instruments

These instrurients (a type of potentially high-risk derivative) can combine the characteristics
of securiti€sy futures, and options. For example, the principal amount, redemption, or conver-
sionsterms of a security could be related to the market price of some commodity, currency, or
securities index. Such securities may bear interest or pay dividends at below market or even
r¢latively nominal rates. Under some conditions, the redemption value of such an investment
could be zero.

» Hybrids can have volatile prices and limited liquidity, and their use may not be successful.
Operating policy Fund investments in hybrid instruments are limited to 10% of total assets.

Private Placements

These securities are sold directly to a small number of investors, usually institutions. Unlike
public offerings, such securities are not registered with the SEC. Although certain of these
securities may be readily sold, for example, under Rule 144A, others may be illiquid, and their
sale may involve substantial delays and additional costs.
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Operating policy Fund investments in illiquid securities are limited to 15% of net assets.

Types of Investment Management Practices
Reserve Position
A certain portion of fund assets will be held in money market reserves. Fund reserve positions
are expected to consist primarily of shares of one or more T. Rowe Price internal money
market funds. Short-term, high-quality U.S. and foreign dollar-denominated money market
securities, including repurchase agreements, may also be held. For temporary, defensive
purposes, there is no limit on fund investments in money market reserves. The effec{'ef taking
such a position is that the fund may not achieve its investment objective. The reserve position
provides flexibility in meeting redemptions, paying expenses, and in the timing,of new
investments and can serve as a short-term defense during periods of unusualdmarket volatility.

Borrowing Money and Transferring Assets

Fund borrowings may be made from banks and other T. Rowe Price/funds for temporary
emergency purposes to facilitate redemption requests, or for otheripurposes consistent with
fund policies as set forth in this prospectus. Such borrowings may be collateralized with fund
assets, subject to restrictions.

Fundamental policy Borrowings may not exceed 33%4%-of total fund assets.

Operating policy Fund transfers of portfolio securities as collateral will not be made except as
necessary in connection with permissible borrowings or investments, and then such transfers
may not exceed 331/3% of fund total assetssFund purchases of additional securities will not be
made when borrowings exceed 5% of tgtal assets.

Futures and Options

Futures (a type of potentially highrisk derivative) are often used to manage or hedge risk
because they enable the investorto buy or sell an asset in the future at an agreed-upon price.
Options (another type of potentially high-risk derivative) give the investor the right (where
the investor purchases,thévoption), or the obligation (where the investor writes (sells) the
option), to buy or sellhati asset at a predetermined price in the future. Futures and options
contracts may be-bought or sold for any number of reasons, including: to manage fund expo-
sure to changes ‘it securities prices and foreign currencies; as an efficient means of adjusting
fund overalliexposure to certain markets; in an effort to enhance income; as a cash manage-
ment tool;:and to protect the value of portfolio securities. Call and put options may be pur-
chased\0r’sold on securities, financial indices, and foreign currencies.

Futures contracts and options may not always be successful hedges; their prices can be highly
yolatile; using them could lower fund total return; and the potential loss from the use of
futures can exceed a fund’s initial investment in such contracts.

Operating policies Futures: Initial margin deposits and premiums on options used for non-
hedging purposes will not exceed 5% of fund net asset value. Options on securities: The total
market value of securities against which call or put options are written may not exceed 25% of
fund total assets. No more than 5% of fund total assets will be committed to premiums when
purchasing call or put options.

Exchange Traded Funds (ETFs)
These are a type of index fund bought and sold on a securities exchange. An ETF trades like
common stock and represents a fixed portfolio of securities designed to track a particular
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market index. The fund could purchase an ETF to temporarily gain exposure to a portion of
the U.S. or a foreign market while awaiting purchase of underlying securities. The risks of
owning an ETF generally reflect the risks of owning the underlying securities they are
designed to track, although lack of liquidity in an ETF could result in it being more volatile
and ETFs have management fees which increase their costs.

Managing Foreign Currency Risk

Investors in foreign securities may “hedge” their exposure to potentially unfavorable currehaey
changes by purchasing a contract to exchange one currency for another on some future date at
a specified exchange rate. In certain circumstances, a “proxy currency” may be substituted for
the currency in which the investment is denominated, a strategy known as “proxyhedging.”
Foreign currency transactions, if used, would be designed primarily to protecta\tind’s foreign
securities from adverse currency movements relative to the dollar. Such transactions involve
the risk that anticipated currency movements will not occur, and fund tetal Teturn could be
reduced. There are certain markets, including many emerging markets,(where it is not possible
to engage in effective foreign currency hedging.

Lending of Portfolio Securities

Fund securities may be lent to broker-dealers, other institutions, or other persons to earn addi-
tional income. The principal risk is the potential insolvéniey-of the broker-dealer or other bor-
rower. In this event, a fund could experience delays in recovering its securities, and capital
losses.
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Fundamental policy The value of loaned securtities may not exceed 33'/5% of total fund assets.

Portfolio Turnover

The fund will not generally trade irr securities for short-term profits, but, when circumstances
warrant, securities may be purchaéed and sold without regard to the length of time held. A
high turnover rate may increaseytransaction costs, result in additional capital gain distribu-
tions, and reduce the fund’s(performance. The fund’s portfolio turnover rates are shown in the
Financial Highlights table:

FINANCIAL HIGHLIGHTS

Table 2 »whith provides information about the fund’s financial history, is based on a single
share outstanding throughout the periods shown. The table is part of the fund’s financial state-
mefits,“which are included in its annual report and are incorporated by reference into the State-
ment of Additional Information (available upon request). The total returns in the table
represent the rate that an investor would have earned or lost on an investment in the fund
(assuming reinvestment of all dividends and distributions and no payment of account or (if
applicable) redemption fees). The financial statements in the annual report were audited by the
fund’s independent accountants, PricewaterhouseCoopers LLP.
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Table 2 Financial Highlights

1996
Net asset value,
beginning of period $ 13.21
Income From Investment Operations
Net investment income 0.42

Net gains or losses on
securities (both realized
and unrealized) 2.13

Total from investment
operations 2.55

Less Distributions

Dividends (from net
investment income) 0.42)

Distributions (from
capital gains) (0.08)

Returns of capital -

Total distributions (0.50)
Net asset value,

end of period $ 15.26
Total return 19.56%

Ratios/Supplemental Data

Net assets, end of period

(in thousands) $103,751
Ratio of expenses to

average net assets 0.85%
Ratio of net income to

average net assets 2.94%
Portfolio turnover rate 17.4%

1997

$ 15.26

0.40

3.94

4.34

(0.40)

0.61)

(1.01)

$ 1859
28.85%

$344,724

0.85%

2.56%
20.5%

Year ended December 31

1998

$ 18.59

0.39

1.27

1.66

0.39)

0.61)

(1.00)

$ «19:25
9.07%

$526,952
0.85%

2.15%
18.2%

1999

$ 19.25

0.38

0.33

0.71

038)

(0.85)

(1.23)

$ 18.73
3.72%

$595,433
0.85%

1.90%
32.6%

2000

$ 18.73

0.37

1.95

2.32

0.37)

(1.13)

(1.50)

$ 19.55
13.05%

$645,106
0.85%

1.98%
38.7%




A fund Statement of Additional Information has been filed with
the Securities and Exchange Commission and is incorporated by
reference into this prospectus. Further information about fund
investments, including a review of market conditions and the
manager’s recent strategies and their impact on performance, is
available in the annual and semiannual shareholder reports. To
obtain a free copy of a fund report or Statement of Additional
Information, or for inquiries, contact your insurance company.

Fund information and Statements of Additional Information are
also available from the Public Reference Room of the Securities
and Exchange Commission. Information on the operation of the
Public Reference Room may be obtained by calling the SEGét
1-202-942-8090. Fund reports and other fund informationjare
available on the EDGAR Database on the SEC’s Internet'site at
http://www.sec.gov. Copies of this information may\be‘obtained,
after paying a duplicating fee, by electronic requgst at
publicinfo@sec.gov, or by writing the PublicReference Room,
Washington D.C. 20549-0102.
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International
Stock Portfolio

A stock find seeking Iong-termm  capial grow th

through investm ents n non-U S. com panies.

The Sequritdes and Exchange Canm issin hasnotapproved or disspproved these
ThvetW ih Canfidence seaurities or passd upan the adequacy of this progpectuis. Any representation to the

T.RowePrice contrany s crin halofEnse.
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T .Row e Price Ihtermationaly
hc., the Investm entm arfager,
is the sucoessor to Rowe Price-
Flm ing htemational, nc.
(‘"Price-Flem.ng”), a pint
venture w ittr'Robert Flem ing
Holdings, Lid. (‘Flem ngs”)
founded in 1979. T 2000,
Price-Flem Ing becam e wholly-
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owned by T .Row e Price
Assocites, lc.Asof
Decamber 31,2000, T.Rowe
Price Intemationalm anaged
$32.7 billion In oreign stodks
and bonds through its offices
In Baltim ore, London, Tokyo,
SThgapore, H ong Kong,
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Buenos Aires, and Paris.

Mutual fund shares are not deposits or
obligations of, or guaranteed by, any
depository institution. Shares are not
insured by the FDIC, Federal Reserve, or
any other government agency, and are
subject to investment risks, including
possible loss of the principal amount
invested.
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ABOUT THE FUND 1

OBJECTIVE, STRATEGY, RISKS, AND EXPENSES

The fund should be usad asan vesm ent option orvarible annuiy and varisble life nsur-
ance contracts.

What is the fund’s objective?
The fund secks Iong-temm grow th of capial through nvesim entsprin ardly In the ¢om'm on
stocks of established, non-U S. com panies.

What is the fund’s principal investment strategy?

W e expect to nvest substantially all of the fiind ‘s assets outside the U 7 and to d versify
broad} am ong developed and em exging countries throughout the w1l . Stock selection
reflectsa grow th style. W em ay purchase the stocks of com paniesiofany size, butour focus
w Il typically be on large and, t© a lesserextent, m edum -sizedGom panies.

T .Row e Price lhtemational, Tnc. ("T .Row e Price itemational’) em ploys n-depth findam en-
tAlresearch I an effort to dentify com panies capable gfachieving and sustaining above-aver-
age, bng-tem eamgsgrow th. W e seek o purchase sueh stodks at reasonable prices in
relation o presentor anticipated eamings, cash\flow/, orbook value, and valuation factors
often mfluence our allocations am ong large-,mvid -, or am all-cap shares.

W hilewe Investw ith an aw areness of the global econom ic backdrop and curoutlook for
hdustry sectors and ihdvidual countides)bottom -up stock selection is the focus of ourdeci-
sion-m aking. Country albcation igdriven largely by stock selection, though wem ay lin it
Thvesm ents In m arkets that appeax to have poor overall prospects.

T s=lecting stocks, w e genefally favor com paniesw ih one orm ore of the ollow ng character-
istics:

leading m arketposition ;

attractive busiiessniche;

strong franahise orm onopoly;

technological leadershp orproprietary advantages;

Seasoried m enagem ent;

eamings grow th and cash fow sufficient to supportgrow ing dividends; and
healthy balance sheetw ith relatively ow debt.

W-hike the find Mvests prin ardily Th com m on stocks, the fund m ay also purchase other securi-
tes, hcluding futures and options, I kesping w ith the find ‘s objective.

The fuind m ay s=ll securities for a variety of reasons, such as to secure gains, lin it osses, or
redep by assets nto m ore prom ising opportunides.

What are the main risks of investing in the fund?
Asw ih all stock funds, this find s share price can 2llbecause ofw eskness n one orm ore of
Is prim ary equity m arkets, a particular industry, or specific holdings. Stock m arkets can
decline form any reasons, hcluding adverse political or econom ic developm ents, changes n
hvesorpsychology, or heavy Insttutional selling. The prospects foran mdustry or com pany
m ay deterorate because of a variety of factors, mcluding disspponting eamings or changes i



T.ROWE PRICE 2

the com petitive environm ent. h additon, our assessm entof com paniesheld i the fund m ay
prove ncorrect, resulting n bsses orpoorperform ance even I rising m arkets.

Funds that Invest overseas gemnerally carry m ore risk than fiinds that mvest strictly n U S.
assets. Even nvesm ents h countriesw ith highly developed econom s are subjct to signifi-
cant risks. Forexam ple, Bpanese stocksw ere 1 a steep decline form uch ofthe 1990s. Som e
particular risks affecting this find include the olow ng:

e Currency risk Thisrefers to a decline n the value of a foreign currency versus the U S. dolhr,
which reduces the doTlar value of sscurities denom tated in that currency . The overallin pact
on a fuind‘sholdings can be significant, unpredictable, and Iong-lbsting dependng on the
currencies represented i the portfolio and how each one appreciates ordepretites n relbtion
to the U S.dollar, and w hether currency positions are hedged . Undernom al donditions, the
fiind doesnotengage n extensive oreign currency hedging program s.Fuither, exchange rate
m ovem ents are voltile and it isnotpossbl to effectively hedge the ciimency risks ofm any
develbping countries.

e Geographic risk The econom iesand financialm arkets of certain r&gions-such asLatin
Am erica and Asia-can be hterdependentand m ay decline dlfatthe sam e tim e.
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e Emerging market risk To the extent the find nvests ' énerging m arkets, itissubjpctto
greaterrisk than a find nivesting only  developed fu arkets. The econom ic and political
structures of developing nations, in m ost cases, do not com pare favorably w ith the U S.or
otherdeveloped countries n tem s ofw ealth and-sability, and thedr financialm arkets often
Tack lguidiyy. Fund perform ance w ill Ikely bethurtby exposure t nations n them dstof
hyperinflation, cunrency devaluation, trade-disagream ents, sudden political upheaval, or
hterventionist govemm ent policies. Son ificantbuying or selling by a few m ajor nvestors
m ay also heighten the volatliy offén erging m arkets. These factorsm ake mvestdng n such
ocountries sion ificantly ridkier than, 1 other countries and any one of them could cause the
find s share price to declne:

e Otherrisks of foreign inVesting Riskscan result from varying stages ofeconom ic and political
devebpm ent, differingregulatory environm ents, trad ng days, and accounting stendards, and
higher ttansactiomcests ofnon U S.m arkets. lhvestm ents outside the United States could be
subjct to governm ental actions such as capial or curnrency controls, nationalization ofa
com pany oriandustyy, expropriation of assets, or in position ofhigh taxes.

» Whilé certain countries have made progress in economic growth, liberalization, fiscal discipline, and
political and social stability, there is no assurance these trends will continue.

o Futures/options risk To the extent the find uses futures and options, it is exposed t©
add ional volatdlity and potential osses.

Asw ih enym utual fuind, there can be no guarantee the fnd w illachieve is objctive.

» The fund’s share price may decline, so when you sell your shares, you may lose money.

How can I tell if the fund is appropriate for me?

Consideryour mvestm entgoals, your tin e horizon forachiving them , and your tolerance for
risk . Ifyou w ant to diversify your dom estic stock portfolio by adding foreign investm ents,
sk the Iong-temm capial appreciation potential of grow th stodks, and are com fortable w ith
the risks that accom pany foreign nvesm ents, the find could be an appropriate part ofyour
overall nvesm ent suategy .
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ABOUT THE FUND

» The fund should not represent your complete investment program or be used for short-term trading

purposes.

How has the fund performed in the past?
The bar chart show Ing calendar year retums and the average annual total retum table indi-
cate risk by fllustrating how m uch retums can differ from one year to the nextand over tim.e.
Fund pastperform ance isno guarantee of uture retums.

The fnd can also experience shortterm perform ance sv ngs, as shown by the bestand w orst
calendar quarter retums during the years depicted 1n the chart.

International Stock Portfolio

Calendar Year Returns

'95 11.18

'96 14.70

'97 3.09

'98 15.86

'99 33.32

'00 -17.84

21 14 -7 0 7 14 1 21 28 35 42%
Quarter Total
Ended Return
Best Quarter 12/31/99 24.01%
Worst Quarter 9/30/98 -13.80%
Table 1 Average Annual Total Returns
Periods ended
December 31, 2000
Since inception
1 year 5 years (3/31/94)
International Stock Portfolie -17.84% 8.46% 8.16%

MSCI EAFE Index -13.96 7.43 7.84
Lipper Variable Aandity Underlying
International Funds Average -14.72 10.15 9.47

These figures'include changes in principal value, reinvested dividends, and capital gain distributions, if any.

Figures'doot reflect fees at the insurance product or contract level and if those fees were included returns would be lower.

OTHER INFORMATION ABOUT THE FUND

What are some of the potential rewards of investing overseas through the fund?
Thvesting abroad ncreases the opportunitdes avaibbl t© you . Som e foreign countriesm ay
have greater potential for econom ic grow th than the U S. Tnvesting a portion of youroverall
porthhlio n oreign stock finds can enhance your d versification w hile providing the opportu-
niy to boost ong-termm retums.



T.ROWE PRICE 4

How does the portfolio manager try to reduce risk?

The principal toolsw e use o try t© r=duce risk are htensive research and lin Hng exposure o
any one hdustry or com pany . Currency hedgig techniquesm ay beused from tineto tine.

e T .Row e Price Itemationalemn pbysa team of experienced portfolio m anagers and analysts,
and has offices n London, Tokyo, Shgapore, H ong Kong, Buenos A Ires, Paris, and Baltin ores
Portfolio m anagers keep clbose w atch on ndvidual mvesm ents asw ellas on politicaland
econom ic trends n each country and r=gion .H oldings are adjusted accordng to them anager’s
analysis and outlook .

e The i pacton the fiind ‘s share price from a drop 1 the price of a particular stodk isveduced
subsantially by ivesting 1n a portfolio w ith dozens of different com panies. Lkaw ise, the
in pact ofunfavorabk developm ents Tn a particular country is reduced w henl Tivestm ents are
soread am ong m any countries. H ow ever, the econom ies and financial matkets of countries n
a certan region m ay be hfluenced heavily by one another.

Is there other information I can review before making a decision?

Thvesm entPoliciesand Practices n Section 3 discussesvaribugtypes ofportfolio securites the
find m ay purchase asw ell as types ofm anagem entpractices the find m ay use.
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ABOUT YOUR ACCOUNT 2

PRICING SHARES AND RECEIVING SALE PROCEEDS

Here are som e procedures you should know when investing i the fund . For mstructions on
how to purchase and redeem shares of the fund, read the hsurance contract prospectiis.

Shares of the fiind are designed to be offered t© surance com pany ssparate accounts eggb-
lished for the purpose of finding varisbl annu iy contracts. They m ay also be offeradito nsur-
ance com pany separate acoounts esablished for the purpose of find ng varsbk Metontracts.
Varieble annu iy and varieblk life contract holders or participants are not thelshareholders of
the fund . Rather, the ssparate accountof the nsurance com pany is the shareholder. The vari-
able annu iy and varibbk life contracts are described I ssparate progoectiises issued by the
hsurance com panies. The find assum esno responsbiliy for such progpectises, orvariabke
annuiy orvaribl life contracts.

Shares of the find are sold and redeam ed w ithout the in position of any sales com m ission or
redem ption charge. H ow ever, certain other chargesm ay épply to annuity or life contracts.
Those charges are disclosed in the lnsurance contract progoectus.

Yourability to exchange from this find t© any etliendne that serves as an Investm entoption
underyour hsurance contract isgovemed by the term softhat contractand the lmsurance con-
tract prospectus.

How and when shares are priced

The share price (@10 called ‘hetasset valie” orNAV per share) for the find is calculated at
the close ofthe New York Stock.Exchange, nom ally4 pm .ET, each day theNew York Stock
Exchange is open forbushness. Te calaulate the NAV, the fiind s assets are valued and totakd,
Tisbilibes are subtracted, and’ the baknce, called net assets, isdivided by the num berof chares
outstanding. Currentm arket values are usad to price find chares.

The fiind s portoliv escurites usually are valued on the basis of the m ost recent closing m ar-
ketprices at4+pm ) ET when the find caloulbtes IsNAV .M ostof the securities n which the
fund nvests, how ever, are ttaded 1n m arkets that close before that tim e. For securities prim a-
rily traded -the FarEast, for exam pk, the m ost recent closing pricesm ay be asm uch as 15
hoursdld,at4 pm .Nom ally, developm ents that could affect the values of portfolio securi-
tes that oocurbetw een the close of the foreign m arketand 4 pm .ET w illnotbe reflected 1
the find'sNAV .H ow ever, ifthe find determ nes that such developm ents are =0 significant
that they w ill, In its jadgm ent, clearly and m aterially affect the value of the find s securities,
the find m ay adjist the previous closing prices to reflectw hat tbelieves to be the fairvalue
ofthe securitesasof4 pm .ET.The fuind m ay frvalue securities n other situations, or
exam pk, when a particular foreign m arket is closed butthe fund isopen.

How your purchase, sale, or exchange price is determined
Purchases
The Insurance com paniespurchase shares of the fnd for thelr ssparate accounts, using prem i-
um s albcated by the contractholders orparticipants. Shares are purchased at the NAV next
detem ned afferthe nsurance com pany receives the prem 1uim paym ent n acceptable fom .
Thitaland subssquentpaym ents allocated t© the fund are subjEct to the lin s stated In the
separate account progoectiis issued by the surance com pany .
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Redemptions

The nsurance com panies redeem shares of the fiind to m ake benefit or surrender paym ents
underthe term s of s contracts. Redem ptions are processed on any day on which the N ew
York Stock Exchange isopen and are priced at the ind sNAV nextdeterm hed afterthe nsur-
ance com pany receives a surrender request n acosptable form .

Note: The tin e atw hich transactions and shares are priced and the tim e untilw hich orders
are accepted m ay be changed 1 case of an em ergency or if the N ew York Stock Exchange
cbsesatatimeotherthan 4 pm .ET.

How you can receive the proceeds from a sale
Paym ent for redeem ed sharesw illbe m ade prom ptly, but n no event Jater then ‘Seven days
affer receiptofyourredem ption order. H ow ever, the right of redem ption m aynbe sugpended or
the date of paym entpostponed 1n acoordance w ih the Tvestm ent Com pany Actof1940
("L940 Act’).The am ount received upon redem ption ofthe sharesofthefind m ay bem ore or
less than the am ountpaid for the shares, depending on the fluctuations n them arketvalue of
the assets owned by the fund.

Excessive Trading
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» T. Rowe Price may bar excessive traders from purchasing shares.

Frequent trades involving your account or accounts eontrolled by you can disruptm anage-

m entofthe fiind and raise s expenses. To deteksich actvity, the find has adopted an exces-
sive trad Ing policy . I you viblate our excessivestrad ing policy, you m ay be barred indefiniely
and w thout furthernotice from firtherpuiehases of T . Row e Price fiinds. O ur excessive trad -
Ing policy applies to contractholdersénd participants notw ithstending any provisions in your
nsurance contract:

You can m ake cnepurchase anld’ ane sale involving the sam e find w ihin any 120-day period .
TFyou exceed this Im toryeuthold find shares for less than 60 calendardays, you are In vio-
Jation of our excessive ttading policy . System atic purchases and redem ptions are exem pt from
thispolicy.

The term s of your lmsurance contractm ay also restrict your ability to trade betw een the Invest-
m ent options.avaibble underyour contract.

RIGHTS RESERVED BY THE FUNDS

T .Row e Price finds and theiragents reserve the ollow ing rights: 1) to waive or ow er invest-
mentm ninum s; @) © refise any purchase or exchange order; (3) to cancelor rescind any
purchase orexchange order (hcliding, butnotlin ied to, ordersdeem ed t© result n excessive
trading, m arkettin Ing, fraud, or5% ownership by ndvidual contractholders orparticipants)
upon notice to the contractholder orparticipantw ihin five businessdaysofthe trtade or ifthe
w ritten confirm ation hasnotbeen received by the contractholder orparticipant, whichever is
sooner; @) to freeze any accountand sugpend acocount servicesw hen notice has been received
ofadispute betw een the regisered orbeneficial accountow ners or there is reason to believe a
fraudulent ttansaction m ay occur; ) to otherw ise m odify the conditons ofpurchase and any
servicesatany tim e; or (6) © acton nstructionsbelieved to be genuie. These actionsw illbe
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taken when, In the sole discretion ofm anagem ent, they are deam ed o be n thebest Interestof
the fund.

T an effort o protect T . Row e Price fiinds from  the possibk adverse effects of a subsantial
redem ption 1 a large acoount, as am atter of general policy, no contractholder or participant
orgroup of contractholders orparticipants controlled by the sam e person orgroup ofpersons
w llknow ngly be pem ited t© purchase 1 excessof5% ofthe outstanding shares ofthe iind,
exceptupon approvalof the find’sm anagem ent.

DIVIDENDS AND OTHER DISTRIBUTIONS

Foradiscussion of the tax satus ofyourvariabl annu ity contract, plasereferto the nsurance
contract prospectus.

Dividends and Other Distributions
The policy of the fiind is to distrbute all of s net nvesm ent Iicom e and net capialgains
each year to is shareholders, which are the separate acoounts established by the varibus nsur-
ance com panies i connection w ith thedr iIssuance ofvarsbk annuiy and varible life con-
tracts. D ividends from net nvestm ent incom e are declared and paid ennually. ATl fund
distributionsm ade to a ssparate accountw llbe FEerivested autom atically . additonal fund
shares, unless a shareholder (ssparate accourtt) glects t receive distrbutions in cash . Under
curent w , dvidends and distrbutionsm'ade by the fund to ssparate accounts generally are
not taxable to the ssparate acocounts, theshsurance com pany, or the contractholder, provided
that the separate accountm eets thed ersification requiram ents of Section 817 ) ofthe hter-
nalRevenue Code 0£1986, asamended, and other tax-related requirem ents are satisfied . The
find Mtends to dversify its Wvesm ents n the m anner required under Code Section 817 ().

Foreign Transactions

Ifthe fund paysnonwefundable taxes to foreign govermnm ents during the year, the taxesw il
reduce fund dividends:
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ORGANIZATION AND MANAGEMENT

How is the fund organized?

The T .Row e Price htemational Series, Tnc. (the “oorporation”) w as hcorporated I M arylnd
I 1994 . Cunently, the corporation consists of one series, the Ihtemational Stock Portfolio-

W hile the find ism anaged i am annersim ibrto thatofthe T . Row e Price htemational Stock
Fund, mvestors should be aw are that the find isnotthe sam e fuind and w illnothave the sam e
perform ance. Iivesm entsm ade by the find atany given tin e m ay notbe the.sai e as those
m ade by the T . Row e Price lntemational Stock Fund . D ifferent perform ancewill resutdue t©
factors such as differences I the cash flow s nto and outofthe find, diffexent feesand
expenses, and differences n portfolo size and positons.

What is meant by “shares”?
Contractholders and participants ndrectly (through the hsarance com pany ssparate
acoount) purchase sharesw hen they putm oney 1 a ind’offered as an nvestm entoption n
their msurance contracts. These shares are part ofa fund’s adthorized capial stock, but chare
certificates are not issued.
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Each share and fractional share entitles the shareholer (the hsurance com pany separate
acoount) to castone vote per share on certain fund m atters, including the election of find
directors, changes n findam entalpolicies;Or approval of changes In the find ‘sm anagem ent
contract.

The shares of the fuind have equalivoting rights. The various Insurance com panisown the
outsanding shares of the find’in their separate accounts. These ssparate acoounts are regis-
tered under the 1940 Acto¥are exclided from registration theraunder. Under current law , the
Thsurance com paniesm ustvote the sharesheld in registered ssparate acoounts i accordance
w ith voting nsuctiohsgeceied from varibl contractholders orparticipants having the
right to give such asiuctions.

Do T. Rowe Price funds have annual shareholder meetings?
The findsarenot required t© hold annualm estings and, to avoid unnecessary costs to fund
sharehalders, do notdo o exceptw hen certain m atters, such asa change n fundam ental
policies, m ustbe decided . lh additon, sharrholders representing at least 10% ofalleligble
vetesm ay calla specialm esting, ifthey w ish, for the purpose of voting on the rem ovalofany
fiind director ortrustee. Iffam eeting isheld and you cannotattend, you can vote by proxy.
Before the m eeting, the Insurance com pany w ill send you the fiind ‘s proxy m aterils that
explain the issues to be decided and nclude mstructons on voting.

Who runs the fund?
General Oversight
The corporation isgovemed by a Board ofD rectors thatm ests reqularly to review the find
nvesm ents, perform ance, expenses, and other business affairs. The Board elects the corpora-
thon ‘s officers. The policy of the corporation is that the m ajpority of Board m em bers are Inde-
pendentofT .Row e Price ntemational.
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» All decisions regarding the purchase and sale of fund investments are made by T. Rowe Price
International-specifically by the fund’s Investment Advisory Group.

Investment Manager
T .Row e Price Thtemational is responsible for the selection and m anagem entof the find’s
portfolio nvesm ents. The com pany, a wholly owned subsidiary of T . Row e Price Associates;
is the successor to Row e Price-Flem Ing Itemational (‘Price-Flam ng”), a pihtventure
established 11 1979 betw een T . Row e Price A ssocites and Robert Flem ing Hodings

(‘I ings”). h 2000, T . Row e Price becam e the sole ow nerof Price-Flem ing and renamed
the com pany T . Row e Price lntermational. The U S. office of T . Row e Price Intemational is
Iocated at 100 East Pratt Street, Baltim ore, M aryland 21202 . O ffices are also located n
London, Tokyo, Singapore, H ong Kong, Buenos A Ires, and Pards.

Portfolio Management

The find has an Ihvestm entAdvisory Com m itee w ith the follow ngmew'bers:M artin G .

W ade, Chaim an, ChristopherD .Aderson , M ark C J. Bickford-Smfith, M ichaelJd. Coneliis,
FrancesDydasco, M ark JT .Edw axds, Dhn R . Ford, ChristopherRothery, Bm esB M . Seddon,
RobertW .Sm ih,BenedictR F.Thom as, and David JL..W axren<The com m itee chaim an has
day-to-day regoonsiility form enaging the portfolio and worksw ith the com m itee n devel-
opIng and executing the fund ‘s nvestm entprogram . M(ryW ade hasbeen chaim an ofthe
fnd’s com m itee snce s mosption . He phed T . Row'e Price Itemational in 1979 and has
33 years of experience In research, client servics, and nvestm entm anagem ent.

The Management Fee

The fiind pays T . Row e Price an annualall-inclisive fee that ncludes investm entm anage-

m ent services and ordnary, recurrng-operating expenses, but does not cover nterest, taxes,
brokerage, non-recurring and extradrdnary iem sor fees and expenses for the find ‘s lnde-
pendent directors. The fee isbassdon find average daily net assets and is calculated and
accrued daily. The fee forthe'find for them ost recent fiscalyearwas 1 05% .

From tim e to tim e, T . ROWw & Price Thtemationalm ay pay eligble nsurance com panies for ser-
vices they provide tothe find for conttacthoders. These paym ents range from 0 15% to
025% ofthe averageannual total assets vested by the separate accounts of the nsurance
com pany 1n tHe fund.

Variable Annuity and Variable Life Charges

Varidbleennuiy and varisbk life fees and charges in posad on contrzactholders and partici-
pantsbythe hsurance com panies are 1 addibon t© those described previously and are
deéscribed in the varisble annu iy and variablk life contract progpectuses.

Variable Annuity and Variable Life Conflicts

The find m ay serve asan nvesm entm edium forboth varible annu iy contracts and varieble
life nsurance policies. Shares of the find m ay be offered to separate accounts established by
any num berof naurance com panis. The fiind currently doesnot foresee any disadvantages to
varible annuiy contract ow ners due to the fact that the find m ay serve asan vestm ent
medim forboth variablk life hsurance policies and annuity contracts; how ever, due to differ-
ences In tax treatm ent or other considerations, it is theoretically possbl that the nterests of
ow ners ofannu iy contracts and nsurance policies orwhich the find servesasan hvestm ent
medim m Jhtatsom e tin ebe In conflict. H ow ever, the find ‘s Board ofD frectors is required
to m onivrevents t dentfy any m aterial conflicts betw een variab annuiy contract owners
and varible life policy owners, and w illdeterm e whataction, ifany, should be tgken In the
eventofauch a conflict. Ifsuch a conflictw ere to occur, an nsurance com pany participatng
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the find m Bhtbe requirad to redeam the vestm entofone orm ore of its ssparate accounts
from the fuind.Thism ht force the find t© sell securites at disadvantageous prices.

UNDERSTANDING PERFORMANCE INFORMATION

This section should help you understand the term susad t© describe find perform ance. Yéu
m ay see these term sused I shareholder reports you receive from your nsurance com pany.

Total Return

This tellsyou how m uch an vesm enthas changed In valie overa given tin‘e périod . &
reflects any net ncrease or decrease In the share price and assum es that alldividends and cap-
ialgans (iffany) paid during the period w ere reinvested in additonal shares: Therefore, total
retum num bers mclude the effect of com pounding.

Advertisem entsm ay Ihclude cum ulative or average annual total rhum figures, which m ay be
com pared w ith various ndices, other performm ance m easures, ¢r otherm utual finds.

Cumulative Total Return
This is the actual retum of an Investm ent fora specified pertod . A cum ulative retum doesnot
Indicate how much the value ofthe Investm entm ay have fluctuated during the period . For
exam ple, an mvesm ent coud have a 10-year positive cum ulbtive retum degpite experiencing
som e negative years during that tin e.

Average Annual Total Return
This is alw ays hypothetical and should notbe confiised w ith actualyearby-year requls. &
am ooths outall the variations n anhyal perform ance o tellyou what angant year-by-year
retum would have produced the mvestm ent’sactual cum ulative retum . Thisgives you an dea
ofan nvesm ent’s annual eontiEbution to yourportolo, provided you held it for the entire
period.
Totalretumsand yeldSquoted for the fuind include the effect of deducting the fund’s
expenses, butm ayihot nclide charges and expenses attrbutabk to any particular hsurance
product. Shoeyou can only purchase shares of the fiind through an hsurance product, you
should carefudly review the prospectiis of the hsurance productyou have chosen for nform a-
ton on Eekvent charges and expenses. Excluding these charges from quotations ofthe find ‘s
perform‘ance has the effect of ncreasing the perform ance quoted .

INVESTMENT POLICIES AND PRACTICES

This section tgkes a detafled ook at som e of the types of find securities and the variouskinds
of investm ent practices thatm ay be usad 1 day-to-day portfolio m anagem ent. Fund hvest-
m ents are subct to further restrictions and risks described in the Statem entof Additional
hifom ation .

SharehoHder approval is required to subsantively change find objectives and certan nvest-
m ent restrictions noted in the ©llow g section as “fundam entalpolicies.” The m enagers also
ollow certan “operating policies’ which can be changed w thout sharehoderapproval. H ow -
ever, sign ificant changes are discussed w ith shareholders n fiind reports. Fund investm ent
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restrictions and policies are adhered t© at the tin e of Investm ent. A Jater change In ciraum -
sancesw illnot require the sale of an nvestm ent if itw as properat the tim e twasm ade.

Fund holdings of certatn kinds of investm ents cannot exceed m axin um percentages of total
assets, which are set forth 1 thisprogpectus. For insance, fuind vesm ents 1 hybrid st -
mentsare lin i=d to 10% oftotalassets. W hik these restrictions provide a usefiil evel of detadl
about find nvesm ents, nvestors should notview them asan accurate gauge of the poterital
risk of such Invesm ents. Forexam ple, In a given period, a 5% Ivesm ent n hybrid nsmi-

m ents could have sgnificantly m ore of an In pacton a find ‘s share price than isweighting n
the portfolio . The neteffect of a particular nvestm entdepends on its volatiliyy and.the size of
Isoverall retum In relation to the perform ance of all other find vestm entsy

Changes n find holdings, find perform ance, and the contrbution of vatious invesm ents are
discussed 1n the shareholer reports sent to you by your haurance aom paty .

» Fund managers have considerable leeway in choosing investment stratégies and selecting securities
they believe will help achieve fund objectives.

Types of Portfolio Securities
T s=eking to m est its nvestm ent objective, the fund mayvest n any type of security or
Thstrum ent (ncluding certain potentially high -rigk derivativesdescribed 1n thissection) whose
Thvesm ent characteristics are consistentw ith4ts Tivestm entprogram . The follow ing pages
describe varibus types of find securities andhnvesm entm anagem ent practices.

Fundam entalpolicy The find w illnotplrchase a security if, asa result, w ith respectto 75%
of s toalassets, m ore than 5% ofits el assets would be Invested In securities of a single
issuer, or Ifm ore than 10% ofthéwveting sscurites of the issuerw ould be held by the fund.

Fund Investm ents are prin axils in com m on stocks fiom ally, at least65% oftoalassets) and,
to a lesserdegree, other™y/pes of securities as described below .

Common and Preferred Stocks

Stocks representdiares of ow nership In a com pany . G enerally, preferved stock has a specified
didend and ramks affterbonds and before com m on stocks n tsclain on incom e ordividend
paym ents andyon assets should the com pany be liquidated . A fler other clain s are satisfied,
com m on, sfockhoders participate In com pany profits on a pro-rata badis; profitsm ay be paid
out I dvidendsorrehvested 1 the com pany to help tgrow . hicreases and decreases n eam -
ngs are usually reflected 1n a com pany’s stock price, so comm on stocks generally have the
greatest apprecition and depreciation potential of all corporate securites. W hilem ostpre-
ferred stocks pay a dividend, preferred stock m ay be purchased w here the issuerhasom ited,
or is I danger ofom iting, paym entof s dividend . Such Ihvestm entswould bem ade prin a-
rily fortheir capial appreciation potential

Convertible Securities and Warrants

Thvesm entsm ay bem ade 1n debtorpreferrad equity securities convertble nto, or exchange-
abk for, equiy securites. Trad tHonally, convertble securities have paid dividends or nterest
atrateshigher than com m on stodks but Iow er then nonconvertble securites. They generally
particiate In the appreciation or depreciation ofthe underlying stodk nto which they are con-
vertblk, but o a lesser degree. T recent years, convertbles have been developed which com -
bne higheror ow er current incom e w ith options and other features. W anants are options to
buy a sated num ber of hares of com m on stock ata specified price anytim e during the life of
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the wanants @enerally, two orm ore years) .W amants can be highly volatile, have no voting
rights, and pay no dividends.

Fixed-Income Securities

From tineto tin e, wem ay Invest n corporate and govemm ent fixed -ncom e securities.
These securitesw ould be purchasad in com panies thatm est fuind Iivestn ent criteria. The
price ofabond fluctuatesw ith changes h nterest rates, generally rising w hen hterest rates
Blland Bllng when hterest rates rise.

Hybrid Instruments

These nstum ents @ type of potentially high -risk derivative) can com bine the charasteristics
of securities, futures, and options. For exam plk, the principalam ount, redem ptien’, or conver-
sion term s ofa security could be related to the m arket price of som e com m od iy, currency, or
securities index. Such securitiesm ay bear hterest or pay dividends atbelow,/m arket or even
reltively nom halmates. Under som e conditons, the redem ption valu€efsuch an invesm ent
could be zero.

» Hybrids can have volatile prices and limited liquidity, and their usé may not be successful.

Operating policy Fund invesim ents h hybrid insoum ent§ at€ lim ied ©© 10% of toalassets.
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Private Placements

These securities are o drectly to a an allnum ber of mvestors, usually sthutions. Unlke
public offerings, such securities are not regiserad w ih the SEC . Although certan ofthese
securitiesm ay be readily sold, forexam ple, underRule 1444 , othersm ay be illiquid, and their
salem ay wolve substantial delays and additional costs.

Operating policy Fund Invesm entsanilliquid securitdes are Iim i=d t© 15% ofnetassets.

Types of Investment Management Practices
Reserve Position
A certain portion of findvassetsw illbe held In m oney m arket resevves. Fund reserve positions
are expected to consigtprm arily of shares of one orm ore T . Row e Price Intemalm oney
m arket funds. Shotterm , high-quality U S. and foreign dollar-denom hated m oney m arket
securities, ncluding repurchase agream ents, m ay also be held . For tem porary, defensive
pumposes, theredsno lin ton find nvesm ents in m oney m arket reserves. The effectof takng
such apogiton is that the fnd m ay notachieve its Ihvestm ent objective. The reserve position
provides fiexibility 1 m esting redem ptions, payihg expenses, and In the tim lhg ofnew
nvesim ents and can serve as a shorttem defense during periods of unusualm arket volatility .

Borrowing Money and Transferring Assets

Fund borrow ingsm ay bem ade from banks and otherT . Row e Price finds for tem porary

em exgency pumposes to faciliate redem ption raquests, or for otherpurposes consistentw ih
fund policies as set forth in this progpectus. Such borow Ingsm ay be colbateralized w ih find
assets, subect to restrictions.

Fundam ental policy Borrow ingsm ay notexceed 331/4% of total fnd assets.

Operating policy Fund transfers of portfolio sscurites as collateralw fllnotbem ade exosptas
necessary In connection w ih pem issible borrow ngs or lmvesm ents, and then such transfers
m ay notexceed 33%/4% of fund total assets. Fund purchases of additional securites w llnotbe
m ade w hen bonow ings exceed 5% of total assets.
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Foreign Currency Transactions

The find w illnom ally conduct its foreion currency exchange transactions, fany, eitheron a
oot (ie., cash) bagis at the goot rate prevailing i the foreign currency exchange m arket, or
through entering nto orw ard contracts to purchase or s=1l foreign currencies. The find w ill
generally notenter nto a orw ard contractw ih a term greater than one year.

The find w illgenerally enter nto forw ard oreign currency exchange contractsonly undertw e
circum stances. First, when the find enters nto a contract for the purchase or sale of a seeu ity
denom hated I a foreign cunrency, tm ay desire to “ock 1n” the U S. dollrprice ofthe
security . Second , when T .Row e Price itemationalbelieves that the currency ofaparticular
oreign country m ay m ove subsantially against another cunrency, tm ay enterninto a forw ard
contract o sellorbuy the form er foreign currency (cranother cunrency thatacts asa proxy or
that currency) . The contractm ay approxin ate the valie of som e or allgfithe find portfolio
securites denom nated 1 such oreign currency . Underunusual circumStances, the fund m ay
comm ta subsantial portion or the entire value of its portfolio toithe'consum m ation of these
contracts. T . Row e Price itemationalw ill consider the effect gadi’a com m im ent to forw ard
contracts would have on the fuind investm entprogram and.the flexibility ofthe find to
purchase additonal securities. A though forw ard contractsw illbe used prim ardly to protect
the find from adverse currency m ovem ents, they also myolve the risk that anticipated
currency m ovem entsw illnotbe accurately predictedyand find toalretum could be adversely
affected asa resul.

There are som em arketsw here it isnotpogsiole t engage In effective foreign currency hedg-

Ing.This isgenerally true, forexam ple, for the currencies of various em exging m arkets w here
the foreign exchange m arkets are not sufficiently developed to perm ithedghg activity to take
phce.

Futures and Options

Futures @ type ofpotentially high-risk derwative) are offen usad to m anage orhedge risk
because they enable the vestor to buy or sellan asset n the future atan agreed-upon price.
O ptions Enother type of potentially high -risk derivative) give the nvestor the right where
the nvesorpurchagss the option), or the obligation W here the mvestorw rites (sells) the
option), to buyrorsellan assetata predeterm ned price 1 the future. Futures and options
contractsm &y e bought or sold orany num ber of reasons, ncliding: to m anage find expo-
aure to chafiges n securites prices and oreign currencies; asan efficientm eans ofadjistng
find evermll expogure to certain m arkets; n an effort to enhance noom e; asa cash m anage-
mentol; and t© protect the value of portolio securites. Calland putoptionsm ay be pur-
chased or o1 on securities, financial ndices, and oreign cunencies.

Futures contracts and optionsm ay notalw aysbe successfil hedges; theirprices can be highly
volatike; using them could Iow er find to@al retum ; and the potential Ioss from the use of
fitures can excead a find s nitbal investm ent n such contracts.

Operating policies Futures: lhibdalm argin deposits and pram um s on optionsusad fornon-
hedging puyposesw illnotexceed 5% of find netassetvalue. O ptions on securites: The total
m arket value of securities against w hich callorputoptions are w ritten m ay notexceed 25% of
find totalassets.Nom ore than 5% of fund totalassetsw illbe comm ited t prem ium swhen
purchasing callor put options.



T.ROWE PRICE 14

Exchange Traded Funds (ETFs)

These are a type of Index find boughtand s0ld on a securites exchange.An ETF trades like
comm on stock and represents a fixed portfolio of securites designed o track a particularm ar-
ket Index.The fuind could purchase an ETF t© tem porarily gain exposure to a portion of the

U S.ora Poreign m arketw hilke aw aiting purchase of underlying securities. The riks ofowning
an ETF generally reflect the risks of ow nng the underlying securities they are designed t©
track, although bck of liquidiy 1 an ETF could result n tbeingm ore volatile and ETFshave
m anagem ent feeswhich ncrease their costs.

Tax Consequences of Hedging

Hedgihgm ay result in the application of them ark-to-m arketand sraddle provisiens of the
htemal Revenue Code. These provisions could result n an ncrease Ordecrease) 1 the

am ountof taxable dvidendspaid by the fund and could affectw hether dividendspaid ar=
classified as capial gains or ordnary incom e.

Lending of Portfolio Securities

Fund securitiesm ay be Ient to broker-dealers, other insttutions, oxother persons to eam addi-
tonal ncom e. The principal risk is the potential hsolvency of the broker-dealer or otherbor-
ow er. T thisevent, a fiind could experience delays I 1egdverng is securites and capial
Josses.

2
|
5
2
>
]
-
m
z
<
m
A
-
k<
m
z
=
o
o
=
o
z
@
-
Pl
o
wv
-
m
0
-
[
wn
m
wn

Fundam entalpolicy The value of bbaned securitesmay notexceed 3314% of toal fund assets.

Portfolio Turnover

The find w llnotgenerally trade in securites for shortterm profits, but, when ciroum stances
wanent, sscuritesm ay be purchasad andvgod w ithout regard to the Iength of tin e held . A
high tumover mte m ay crease trahgaction costs, result in additonal capialgain distodbu-
tons, and reduce the find ‘s perfofm ance. The find ‘s portfolio tumover rates are shown I the
FiancilH ghlights able.

FINANCIAL HIGHLIGHTS

Table 2, whichprovides nform atbon about the fund ‘s fnancialhistory, isbased on a single
share outsghding throughout the periods shown . The @bl ispart of the find s financial state-
m ents, which are ncluded in isannualreportand are ncorporated by reference nto the State-
m entofAdditonal lhform ation @Evaibble upon request) . The toalretums i the @bk
represent the rate that an investor w ould have eamed or oston an invesm ent n the fund
(@ssum ng reinvestm ent of alld vidends and distrbutions and no paym ent of accountor (it
applicabk) redem ption fees) . The financial statem ents 1 the annual reportw ere audied by the
fiind s mdependent accountants, Pricew aterhouseC oopers LLP.
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Table 2 Financial Highlights

Net asset value,
beginning of period

1996

$ 11.26

Income From Investment Operations

Net investment income

Net gains or losses on
securities (both realized
and unrealized)

Total from investment
operations

Less Distributions

Dividends (from net
investment income)

Distributions (from
capital gains)

In excess of realized gain
Returns of capital
Total distributions

Net asset value,
end of period

Total return
Ratios/Supplemental Data

Net assets, end of period
(in thousands)

Ratio of expenses to
average net assets

Ratio of net income to
average net assets

Portfolio turnover rate

0.09

1.55

1.64

0.17)

(0.09)

0.26)

S 12.64
14.70%

$210,746

1.05%

1.22%
9.7%

1997

$ 12.64

0.12

0.272

0.39

0.12)

(0.06)
0.11)

0.29)

S 12.74
3.09%

$369,400
1.05%

1.10%
16.6%

Year ended December 31

1998

$ 1274

0.17

1.84

2.01

0.17)

(0.06)

(0.23)

$e, 14.52
15.86%

$497,946

1.05%

1.25%
18.1%

1999

$ 14.52

0.12

4.69

4.81

(0207)

0.22)

(0.29)

S 19.04
33.32%

$707,330
1.05%

0.83%
25.4%

2000

$ 19.04

007

(3.46)

(3.39)

(0.10)

(0.48)

(0.58)

S 15.07
(17.84)%

$662,159
1.05%

0.43%
41.7%

a

The amount presented is calculated pursuantto a methodology prescribed by the Securities and Exchange Commission for a share

outstanding throughout the period. This ameunt is inconsistent with the fund’s aggregate gains and losses because of the timing of sales and

redemptions of fund shares in relatian to,fluctuating market values for the investment portfolio.



A fund Statem entof Additonal lhform ation hasbeen filed w ith
the Securities and Exchange Com m ission and is ncorpomated by
reference nto this prospectus. Further nform ation about find
nvesm ents, including a review ofm arket conditonsand the

m anagers recent soategies and thedr in pacton perform ance, is
availble 1 the annualand sam Iannual sharehoder reports. To
obtah a fiee copy ofa fiind reportor Statem ent of Additonal
hfom ation, or for mquires, contact your lnsurance com pany.

Fund nform ation and Statem ents of Additonal lhfom ation are
also avaikbk fiom the Public Reference Room ofthe Securities
and Exchange Com m ission . lhform atbion on the operation ofthe
Public Reference Room m ay be cbtained by calling the SEQ(&t:
1-202-942-8090.Fund reports and other find mfom atonyare
availbble on the EDGAR D atabase on the SEC 5 temetsite at
http ;/Avww sec gov. Copiesof this inform ation m ayibe’cbtained,
afferpaying a duplicating fee, by electronic reqiiestat
publicihfo@ sec gov, orby w riting the PublidReference Room ,

W ashington D C .20549-0102.
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_ Glossary

We have tried to make this prospectus as easy to read and understand as possible..By
the nature of the contract, however, certain technical words or terms are
unavoidable. We have identified the following as some of these words or terms;

ACCUMULATION PHASE

The period that begins with the contract date (see below
definition) and ends when you start receiving income
payments or earlier if the contract is terminated through
a full withdrawal or payment of a death benefit.

ANNUITANT
The person whose life determines how long the contract
lasts and the amount of income payments that will be paid.

ANNUITY DATE
The date when income payments are scheduled to begin.

BENEFICIARY
The person(s) or entity you have chosen to receive a death
benefit.

CASH VALUE

This is the total value of your contract minus any
withdrawal charge(s) or market-value adjustment, if
applicable.

CO-ANNUITANT

The person shown on the contract data pages@who
becomes the Annuitant upon the death of thé;Annuitant
before the Annuity Date. No Co-Annuitant may be
designated if the Owner is a non-natural person.

CONTRACT DATE

The date we receive your initial\purchase payment and all
necessary paperwork in goodiorder at the Prudential
Annuity Service Center. Contract anniversaries are
measured from the contract date. A contract year starts
on the contract date.or on a contract anniversary.

CONTRACTOWNER, OWNER OR YOU

The person entitled to the ownership rights under the
contract.

CONTRACT VALUE

The total value of the amounts in a contract allocated to
the variable investment options and the interest rate
options as of a particular date.

DEATH BENEFIT
If the sole or last surviving annuitant dies, the designated
person(s) or the beneficiary will receive, at a minimum, the

total amount invested or a potentially greater amount
related to market appreciation. See “What is the Death
Benefit?” on page 24.

INCOME OPTIONS

Options under the contract that define the frequency and
duration of income paymeénts. In your contract, these are
referred to as payoutfor annuity options.

INTEREST-RATE OPTION

An investment/option that offers a fixed-rate of interest
for a selectédyperiod during which periodic transfers are
made to_selected variable investment options (dollar cost
averaging option), a one-year period (fixed-rate option) or
a seven-year period (market-value adjustment option).

PRUDENTIAL ANNUITY SERVICE CENTER

For general correspondence: P.0. Box 7960, Philadelphia, PA
19101. For express overnight mail: 2101 Welsh Road,
Dresher, PA 19025. The phone number is (888) PRU-2888.

PURCHASE PAYMENTS

The amount of money you pay us to purchase the contract.
Generally, you can make additional purchase payments at
any time during the accumulation phase.

SEPARATE ACCOUNT

Purchase payments allocated to the variable investment
options are held by us in a separate account called the
Pruco Life of New Jersey Flexible Premium Variable Annuity
Account. The Separate Account is set apart from all of the
general assets of Pruco Life of New Jersey.

TAX DEFERRAL

This is a way to increase your assets without currently
being taxed. You do not pay taxes on your contract
earnings until you take money out of your contract.

VARIABLE INVESTMENT OPTION

When you choose a variable investment option, we
purchase shares of the mutual fund which are held as an
investment for that option. We hold these shares in the
Separate Account. The division of the Separate Account of
Pruco Life of New Jersey that invests in a particular
mutual fund is referred to in your contract as a
subaccount.







Discovery Choice® Variable Annuity is issued by Pruco Life Insurance
Company (in New York issued by Pruco Life Insurance Company of New
Jersey), both located at 213 Washington Street, Newark, NJ 07102-2992,
distributed through Prudential Investment Management Services LLC,
Three Gateway Center, 14th Floor, Newark, NJ 07102-4077, and offered
through Prudential Securities Incorporated, 199 Water Street, New York,
NY 10292 and Pruco Securities Corporation, 751 Broad Street, Newark,
NJ 07102-3777. All are Prudential companies.

Prudential and Pruco Life are each solely responsible for their respective
financial condition and contractual obligations.

Prudential Financial is a service mark of Prudential, Newark, NJ, and its
affiliates.

The Norman Rockwell cover illustration appears by permission of
The Norman Rockwell Estate Licensing Company, Niles, Illinois.
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