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"

# Prudential
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Deferred
ity Contracts

This prospectus describes the Future Value AnnuitySM Contract* (the*”Contract”), an individual deferred annuity
contract offered by Pruco Life Insurance Company (“Pruco Life™),"a stock life insurance company that is a
wholly-owned subsidiary of The Prudential Insurance Company 6f America (“Prudential”). As of May 1, 1995, these
Contracts are no longer available for sale.

The Contract is purchased by making a single payment of at least $10,000. Subsequent purchase payments are not
permitted; however, more than one Contract may be)purchased by a Contract owner. Thess contracts are
guaranteed only by Pruco Life, and are not guaranteed by Prudential. All of the assets of Pruco Life will be available
to meset Pruco Life’s obligations under this annuity:

Contract owners will select among various initial interest rate periods offered by Pruco Life. IF AMOUNTS ARE
WITHDRAWN PRIOR TO THE EXPIRATION OF THE SELECTED INTEREST RATE PERIOD, THE CONTRACT VALUE
MAY BE SUBJECT TO A SUBSTANTIALWITHDRAWAL CHARGE AND/OR MARKET VALUE ADJUSTMENT, WHICH
COULD RESULT IN RECEIPT OF LESS-THAN THE ORIGINAL PURCHASE PAYMENT. WITHDRAWALS MAY BE
SUBJECT TO TAX AND, UNDER CERTAIN CIRCUMSTANCES, A TAX PENALTY EQUAL TO 10% OF THAT PORTION
OF THE AMOUNT WITHDRAWN WHICH IS INCLUDIBLE IN INCOME.

UPON A SUBSEQUENT GUARANTEED PERIOD, A NEW GUARANTEED INTEREST RATE WILL BE DECLARED BY
PRUCO LIFE IN ITS DISCRETION. IT MAY BE HIGHER OR LOWER THAN THE PREVIOUS GUARANTEED INTEREST
RATE.

PLEASE READ. THIS PROSPECTUS AND KEEP IT FOR FUTURE REFERENCE.

THESE SEGURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND EXCHANGE
COMMISSION NOR HAS THE COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS
PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

Pruco Life Insurance Company
213 Washington Street
Newark, New Jersey 07102-2992
Telephone: (800) 445-4571

*Future Value Annuity is a service mark of Prudential.
MVA-1 Ed 5-97
Catalog #646676L
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THIS PROSPECTUS DOES NOT CONSTITUTE AN OFFERING IN ANY JURISDICTION IN WHICH SUCH OFFERING
MAY NOT LAWFULLY BE MADE. NO PERSON IS AUTHORIZED TO MAKE ANY REPRESENTATIONS IN
CONNECTION WITH THIS OFFERING OTHER THAN THOSE CONTAINED IN THIS PROSPECTUS.

The Registrant is required by the Securities Exchange Act of 1934 to file reports and provide other information to
the Securities and Exchange Commission. All reports and information filed by the Registrant can be inspected and
copied at the Public Reference Section of the Commission at 450 Fifth Street, N.W., Room 1024, Washington, D.C.
20549, and at certain of its regional offices: Midwestern Regional Office, CitiCorp Center, 500 West Madison Street,
Suite 1400, Chicago, IL 60661-2511; Northeastern Regional Office SEC, 7 World Trade Center, Suite 1300, New York,
NY 10048. Copies of the Registrant's filings can be obtained from the Public Reference Section of the Commission
at prescribed rates.

REPORTS TO CONTRACT OWNERS

Once each Contract year, Contract owners will be sent an annual statement that provides certam information
3ert|nent to their own Contract. These statements detall values s and transactions made.and specmc Contract data

hat apply oniy to each partlcular Contrac;c__ﬁ On request a Contract owner will be sent a L current statement in a form
similar to that of the annual statement but Pruco Life may limit the number of such'réquests or lmpose areasonable
charge if such requests are made too frequently.




DEFINITIONS OF SPECIAL TERMS USED 1IN THIS PROSPECTUS

annuitant—The person or persons, designated by
the Contract owner, upon whose life or lives monthly
annuity payments are based after an annuity is
effected.

annuity contract—A contract designed to provide an
annuitant with an income, which may be a lifetime
income, beginning on the annuity date.

annuity date—The date specified in the Contract
when the annuity payments begin.

cash value—The Coniract fund after any Market-
Value Adjustment, minus any withdrawal charge.

Contract anniversary—1he same day and month as
the Contract date in each later year.

Coniract date—The date Pruco Life received the
purchase payment for the Contract.

Contract fund—The amountofthe invested purchase
payment plus any interest less any administrative
charges and less any withdrawals.

Contract owner—Ihe person who purchases a
Future Value Annuity Contract and makes the pur-

chase payment. The owner wili usually aiso be an
annuitant, but need notbe. The owner has all rights in
the Contract before the annuity date.

Contract year—A year that starts on the Contract date
or on a Contract anniversary.

Guaranteed Interest Rate—The effective annual
interest rate credited during the interest Rate Period.

Interest Rate Period—The period (for” which the
Guaranteed Interest Rate is crédited. The initial
Interest Rate Period is selected bythe Contract owner.
Each subsequent interest Rate, generally of the same
duration as the Initial Intetest Rate period, may also
be selected by the Contract owner at the end of the
initial and each subseqtent Interest Rate Period. A
subsequent Interest-Rate Period resulting in an
annuity date beyond 80 will not be permitted. If a
subsequent Jntgrest Rate Period is not selected, a
1 year duration will automatically apply.

Minimtum Guaranteed Interest Rate—The effective
annual interest rate (3%) guaranteed to be credited
during any Interest Rate Period.



BRIETF DESCRIPTION OF THE CONTRAGT

Pruco Life Insurance Company (“Pruco Life”), a subsidiary of The Prudential Insurance Company of America
(“Prudential”), is offering the Future Value Annuity Contract (the “Contract”), an individual deferred annuity
contract. The Contract may, but need not be, purchased in connection with tax favored plans. This prospectus
describes the Contract. As of May 1, 1995, these Contracts are no longer available for sale.

Pruco Life guarantees stipulated rates of interest for stated periods of time on the Coniract fund. The currently
available initial Interest Rate Periods range from 2 years to 10 years. The quoted interest rates will be expressed as
an effective annual yield. Interest is credited daily throughout the Interest Rate Period at a raie that will provide the
guaranteed annual effective yield over the period of 1 year.

Subsequent Interest Rate Periods, generally of the same duration as the initial Interest Rate Periods, may be
selected at the end of the initial and each subsequent Interest Rate Period. If a subsequent Interest Rate Period is not
selected and if the annuitant is not yet 89 years old, a 1 year duration will automatically apply. Guaranteed Interest
Rates will never be less than an annual effective-rate of 3%. (See Guaranteed Interest Rates, page 3.) However,
each subsequent Guaranteed Interest Rate may be higher or lower than the previous Guaranteed Interest Rate.
Pruco Life cannot predict future levels of Guaranteed Interest Rates above the contractually guaranteed rate of 3%
nor guarantee what such rates will be until they are declared for each guaranteed term.

On the annuity date specified in the Contract, Pruco Life will begin to make a series of monthly payments to the
annuitant based on the annuity option or options which the Contract ownefhas selected. (See EFFECTING AN
ANNUITY, page 8.) However, if the Contract fund is not large enough to produce a monthly payment of $50, the
Contract owner will be paid the value of the Contract fund in a single sum:

On any Contract subject to premium tax, the tax will be deducted,/as provided under applicable law, from the
. purchase payment when received, or from the Contract fund at the time the annuity is effected. The deduction for
taxes imposed on purchase payments will be lower, or not made at all, if total purchase payments meet certain
minimum amounts. (See Premium Taxes, page 4.)

Subject to certain restrictions, partial and total withdrawals from the Contract fund are permitted. Any such
withdrawal may be subject to tax, and under certaineircumstances may be subject to a tax penalty equal to 10% of
that portion of the amount withdrawn which is in¢ludible in income. Moreover, withdrawals may be subject to a
withdrawai charge and/or a Market-Value Adjustment. (See Withdrawal Charge, page 5 and FEDERAL TAX
STATUS, page 6.)

Except as described below, a withdrawalcharge will be deducted from any partial or full withdrawal made before
the end of the initial Interest Rate, Period. (See Withdrawal Charge, page 5.) The withdrawal charge will vary
depending upon the Contract owhér’s initial Interest Rate Period and the Contract year of the withdrawal. If
otherwise applicable, the withdrawal charge will be applied to withdrawals on the annuity date made to effect an
annuity, unless the annuity.aption effected is a lifetime annuity or a period certain annuity with a duration of
10 years or more.

A full or partial withdrawal made other than at the end of an Interest Rate Period may be subject to a Market-Value
Adjustment. The Market-Value Adjustment reflects the difference between the Guaranteed Interest Rate on the
Contract and the'Guaranteed Interest Rate Pruco Life offers as of the date of the withdrawal on similar contracts.
(See MARKET-VALUE ADJUSTMENT, page A1, for the mechanics of this calculation.) If the Guaranteed Interest
Rate Pruce ife‘is offering on the date a request for withdrawal is made is higher than the Guaranteed Interest Rate
on the Contract, the Market-Value Adjustment will decrease the cash value of the Contract. If the Guaranteed
Interest Rate Pruco Life is offering on the date a request for withdrawal is made is lower than the Guaranteed
Interest Rate on the Contract, the Market-Value Adjustment will increase the cash value of the Contract. However, if
the Guaranteed Interest Rate Pruco Life is offering on the date arequest for withdrawal is made is the same as the
Guaranteed Interest Rate on the Contract, the Market-Value Adjustment will neither increase nor decrease the cash
value ofthe Contract. In any event, the maximum value of the Market-Value Adjustment, either positive or negative,
is 40% of the Contract fund.

During the 1-month period beginning at the end of each Interest Rate Period, any withdrawals made will not be
subject to a Market-Value Adjustment and will not be subject to a withdrawal charge.

The application of premium taxes, the Market-Value Adjustment, and the withdrawal charge may resultin a cash
value upon withdrawal that is less than the amount.initially invested.
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An administrative charge of up to $30 will be deducted from the Contract fund on any Contract anniversary, or upon
a full withdrawal, when the value of the Contract fund is less than $10,000. There is no administrative charge
assessed after annuitization.

The Contract also provides for a death benefit. See Death Benefit, page 4.

DETAILED INFORMATION ABOUT THE CORTRAGCT

Reguirements for issuance of the Contract

As of May 1, 1995, these Contracts are no longer available for sale. The minimum purchase payment was $10,000.
The Contract was generally issued on proposed annuitants below the age of 89. The Contract sets forth precisely
the owner's rights and the Company'’s obligations. Subsequent purchase payments are not permitted, The'Contract
date is the date the purchase payment and required information was received in the Pruco Life Home Office.

Short-Term Cancellation Right or “Free Looik™

Generally, a Contract may be returned for a refund within 10 days after it is received by the Contract owner. Some
states allow a longer period of time during which a Contract may be returned for.alrefund. A refund can be
requested by mailing or delivering the Contract to the representative who sold it ortgjthe Pruco Life Home Office
specified in the Contract. The Contract owner will then receive a refund of the purchase payment.

investments by Pruceo Life

Assets of Pruco Life must be invested in accordance with requirements’ established by applicable state laws
regarding the nature and quality of investments that may be made bylife'insurance companies and the percentage
of their assets that may be committed to any particular type ‘ofninvestment. In general, these laws permit
investments, within specified limits and subject to certain.qualifications, in federal, state, and municipal
obligations, corporate bonds, preferred and common stocks;.real estate mortgages, real estate and certain other
investments.

Contracts do not represent a unit ownership of assets belonging to this separate account. Owners of Contracts do
not participate in the investment gain or loss from assets relating to such accounts. Such gain or loss is borne, in
total, by Pruco Life. All benefits attributable tothe Contract are Contract guarantees made by Pruco Life. All assets
of Pruco Life will be available to meet the guarantees under the Contract.

Interest Rate Periods

Upon application, the Contract owner will select the duration of the initial Interest Rate Period. Pruco Life
determines the effective guaranteed, annual interest rate (initial “Guaranteed Interest Rate”) that the invested
purchase payment will earn throtighout the initial Interest Rate Period.

Unless a full withdrawal-has' been made (See Withdrawal Charge, page 5), a subsequent Interest Rate Period,
generally of the same duration as the initial Interest Rate Period, may be selected at the end of the initial and each
subsequent Interest Rate Period. A subsequent Interest Rate Period resulting in an annuity date beyond age 90 will
not be permitted.lfa subsequent Interest Rate Period is not selected, a 1 year duration will automatically apply. The
subsequent Guaranteed Interest Rate may be higher, lower or the same as the previous Guaranteed Interest Rate; '
however, thelMinimum Guaranteed Interest Rate for any guaranteed period will be at least an effective annual rate
of 3%.

Guaranteed Interest Rates

At the time the Contract is purchased, the Contract owner will know his or her Guaranteed Interest Rate for the
initial Interest Rate Period. Subsequent Guaranteed Interest Rates, which will be applicable to the subsequent
Interest Rate Periods, will be determined pericdically.



Interest will be added to the Contract fund daily at a rate that will provide the guaranteed effective yield over the
period of 1 year. Thus, for Interest Rate Periods of 2 or more years, the Guaranteed Interest Rate will be
compounded annually.

Factors such as regulatory and tax requirements, general economic trends, Pruco Life administrative expenses an
sales commissions, and competitive factors may be taken into consideration when determining the Guaranteed
Interest Rates. PRUCO LIFE RESERVES THE RIGHT TO DETERMINE THE GUARANTEED INTEREST RATES IT WILL
PROVIDE. PRUCO LIFE CANNOT PREDICT NOR GUARANTEE FUTURE RATES BEYOND THE 3% MINIMUM
GUARANTEED INTEREST RATE.

Withdrawals

Subject to any restrictions on withdrawals contained in the tax favored plan under which the Contract owner is
covered, the Contract owner may at any time before the annuity date make a withdrawal from theConiract fund of
all or part of the cash value of the Contract. The cash value is the Contract fund after any Market-Value Adjustment
(see Market-Value Adjustment, page 6), minus any withdrawal charge {see Withdrawal Charge, page 5). During
the 1-month period beginning at the end of each Interest Rate Period, the cash value will equal the Contract fund.
However, Pruco Life's consent will be required for a partial withdrawal if the amount is less.than $500 or if it would
reduce the Contract fund to less than $10,000.

In addition, there are certain restrictions on the withdrawal of salary reduction contfibutions and earnings invested
in contracts issued under plans subject to section 403(b) of the Internal Revenug)Code (the “Code”). Under such
contracts, withdrawals may be made prior to attaining age 5914 in the event;of. severance of employment, death,
total and permanent disability and, in limited circumstances, hardship. Thé withdrawal restrictions do not apply if
the amount withdrawn is transferred directly to a different tax-defeffed annuity contract of Pruco Life, to a
tax-deferred annuity contract of another issuer or to a mutual fund €ustodial account under section 403(b)(7) of
the Code.

Pruco Life will generally pay the amount of any withdrawal,(fess-any applicable charges and any required tax
withholding, promptly after it receives a properly completedwithdrawal request. However, Pruco Life has the right
to delay payment of such withdrawal for up to 6 months.(or a shorter period if required by applicable law). Only
under extraordinary circumstances will Pruco Life deferpayment of a withdrawal. While all circumstances under
which Pruco Life may defer payment of a withdrawal'are not foreseeable, such circumstances could include an
inability to liquidate assets due to a general finanCial crisis. Pruco Life will pay interest of at least 3% a year if it
delays such a payment for more than 30 days (ora shorter period ifrequired by applicable law). If Pruco Life intends
to defer payment on a properly completed,withdrawal request for more than 30 days, the Contract owner will be
notified in writing.

Awithdrawal will generally have federalincome tax consequences, which could include tax penalties. The Contract
owner should consult with a tax advisor before making a withdrawal. See FEDERAL TAX STATUS, page 6.

eath Benefit

If the last surviving or sole ‘annuitant dies prior to the annuity date, Pruco Life will, upon receipt of all the
information necessary to make the payment (including due proof of death and election of a payment option), pay a
death_benefit to the(berieficiary or beneficiaries designated by the Contract owner. Unless the beneficiary or
beneficiaries have(been irrevocably designated, the owner may change the beneficiary designation at any time.
The death benefit will equal the greater of: (1) the Contract fund, and (2) the Contract fund after any Market-Value
Adjustment,Both of these alternatives will be calculated as of the date on which Pruco Life’s Home Office receives
due proof 6f death. A certified copy of the death certificate will constitute such due proof of death, but Pruco Life
may also'deem alternative forms of proof acceptable. The beneficiary may receive the death benefit in one sumor
in a.séttlement option, including installments for a fixed period or a life income option with 120 monthly payments
certain. Certain minimum distribution requirements apply when the annuitant is also the Contract owner. See
Required Distributions on Death of Owner, page 13. -

If the last surviving or sole annuitant dies after he or she has begun to receive annuity payments, the death benefit,
if any, will be determined by the typels] of annuity payments in effect. ’

CHARGES, FEES, AND DEDUCTIONS

1. Premium Tazxes

In some states a premium tax was imposed on purchase payments. In several other states a premium tax is payable
when a Contract fund is converted into an annuity. The tax rates currently in effect in those states that impose a tax
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range from 0.5% to 5%. Some local jurisdictions also impose a tax. On any Contract subject to premium tax, the tax
will be deducted at the rate and incidence provided under applicable law, either from the purchase price when
received or from the Contract fund at the time the annuity is effecied.

2. Withdrawal Charge

A charge may be applied against the amount withdrawn when a full or partial withdrawal is made. However, the
amount subject to a withdrawal charge is first reduced by the following amounts not subject to a withdrawal
charge: (1) any charge-free withdrawal amount not previously withdrawn. The charge-free withdrawal amount that
is available in a given Contract year is equal to 10% of the Coniract fund, after any Market-Value Adjustment (see
Market-Value Adjustment, page 6), as of the first withdrawal in a Contract year. (These amounts may not be
accumulated from Contract vear to Contract year); (2) earnings not previously withdrawn. Earnings are the excess,
if any, of the Contract fund after any Market-Value Adjustment, over the total purchase paymentamount less any
prior withdrawals and less any associated withdrawal charges; (3) any amount used to provide adifetime annuity or
a period certain annuity with a duration of 10 years or more; (4) any amount withdrawn duringthe 1-month period
following the end of an Interest Rate Period; and (5) Critical Care Access, where available based on regulatory
approval of the Waiver of Withdrawal Charges endorsement, for non-qualified contracts issued on or after
February 1, 1985 and qualified contracts issued on or after May 1, 1893, all or part of any withdrawal and
maintenance charges associated with a full or partial withdrawal, or an annuitization or withdrawal charge due on
the annuity date, following the receipt of due proof that the annuitant or coannuitant (if applicable) has been
confined to an eligible nursing home or hospital for a period of at least 3 months,or a physician has certified that the
annuitant or co-annuitant {if applicable) has 6 months or less to live.

Once the amount subject to a withdrawal charge is determined by subtracting the amounts described above, the
withdrawal charge is determined by multiplying the balance of the ‘withdrawal, if any, by the appropriate charge
rate below. The charge rate depends on the Contract owner’s initialdiiterest Rate Period and Contract year in which
the withdrawal is made.

For contracts issued in Michigan and New Jersey, withdrawal charges apply for seven years. After an initial interest
Rate Period of 6 years or less, the withdrawal charge is<1% through year seven.

Table of Withdrawal Charges
Contract Owner’'s Initial Year of Withdrawal
Interest Rate Period -
(Years) 1 2 3 4 5 6 7 8 and after
7—10 7% 7% 7% | 7% 6% 5% 4% 0%
6 7% 7% 6% 5% 4% 3% 0% 0%
5 6% 6% 5% 4% 3% 0% 0% 0%
4 5% 4% 3% 2% 0% 0% 0% 0%
3 4% 3% 2% 0% 0% 0% 0% 0%
2 3% 2% 0% 0% 0% 0% 0% i 0%

For example, if the Contract owner's initial Interest Rate Period is for 5 years and a withdrawal is requested during
vear 2, the amount subject to the withdrawal charge would be multiplied by 6% to determine the withdrawal
charge.

Pruco Life will.not apply a withdrawal charge upon any amount which becomes payable due 1o the death of the
annuitant.before the annuity date.
3. Administrative Charge

An annual maintenance charge of $30 will be deducted if and only if the Contract fund is less than $10,000 on a
Contract anniversary and at the time a full withdrawal is effected. This charge is not made after annuitization or if
option (5) under the Withdrawal Charge section is elected.



4. Market-Yaijue Adjustiment

When a full or partial withdrawal is made during an Interest Rate Period, a Market-Value Adjustment will be applied.
The only time a Market-Value Adjustment is noi applied is during the 1-month period immediately following the .
end of any Interest Rate Period.

The amount payable on a full withdrawal or the amount deducted from the Contract fund on a partial withdrawal
may be adjusted up or down as a resuii of the application of the Markei-Value Adjustment. This is because the
Market-Value Adjustment reflects the relationship between the Contract owner’s Guaranteed interest Rate and the
rate Pruco Life is offering on a Contract with an Interest Rate Period equal to 1 year more than the number of years
remaining in the Interest Rate Period at the time the withdrawal is requested.

Generally, if the Contract owner's Guaranteed Interest Rate is higher than the applicable current rate, the
application of the Market-Value Adjustment will result in a higher payment upon full withdrawal. Simiarly, if the
Contract owner's Guaranteed Interest Rate is lower than the applicable current rate, the application of the
Market-Value Adjustment will result in a lower payment upon full withdrawal. If the Contract owner's'Guaranteed
Interest Rate is the same as the applicable current rate, the application of the Market-Value Adjustment will have no
effect on the full withdrawal amount.

Partial withdrawals are handled differently. Since a request for a partial withdrawal is made in terms of a dollar
amount (e.g., $9,000), the application of the Market-Value Adjustment will affect the remaining Contract fund. The
value of the remaining Contract fund will be increased if the Contract owner’s Guaranieed Interest Rate is higher
than the applicable current rate. Similarly, the value of the remaining Contract fundwill be decreased ifthe Contract
owner's Guaranteed Interest Rate is lower than the applicable current ratel/There will be no impact on the
remaining Contract fund if the rates are equal.

The Market-Value Adjustment formula can be found on page A1, along(with examples explaining how it works.

FEDERAL TAX STATUS

During the period thata Contract is in force, the interest added tothe Contract fund is not treated as taxable income
of the Contract owner. A tax is generally payable, however, whénever a withdrawal is made and when annuity
payments are received. The discussion below is general in nature. It is not intended as tax advice. Nor does it
consider any applicable state or other tax laws. A qualified tax advisor should be consulted for complete
information and advice. The discussion is based on.cunrent laws and interpretations, which may change.

The following rules do not generally apply to(annuity contracts held by or for non-natural persons (e.g.,
corporations). Where a Contract is held by a non-natural person, unless the Contract owner is a nominee or agent
for a natural person (or in other limited circumstancss), the Contract will generally not be treated as an annuity for
tax purposes, and increases in the valug.ofithe Contract will be subject to current tax.

Taxes Payable by Contract Owners Upon Withdrawals For RMon-Qualified
Contracis

The Internal Revenue Code (the'Code”) provides generally that amounts withdrawn by a Contract owner from his
or her Contract, before anndity payments begin, will be treated for tax purposes as being first withdrawals of
investment income, rather’than as withdrawals of purchase payments, until all investment income has been
withdrawn. The assignmeént or pledge of (or agreement to assign or pledge) any portion of the value of the Contract
for a loan will be treated as a withdrawal subject to this rule. Amounts withdrawn before annuity payments begin
which represent a distribution of investment income will be taxable as ordinary income and may, under certain
circumstances, bessubject to a penalty tax. Amounts which represent a withdrawal of purchase paymentis will not
be taxable as‘ordinary income or subject to a penalty tax. All Contracts issued by the same company {and affiliates)
to the samle contract owner during any calendar year are treated as one annuity contract for purposes of
determining the amount includible in income of any distribution that is not received as an annuity payment.

The amount of the penalty tax is equal to 10% of that portion of the amount withdrawn which is includible in
income. Some withdrawals will be exempt from the penalty. They include withdrawals: (1) made on or after the
Contract owner reaches age 5914, (2) made on or after the death of the Contract owner, (3) attributable to certain
Contract owners becoming disabled within the meaning of Code section 72(m)(7); (4) in the form of level annuity
payments, made not less frequently than annually under a lifetime annuity; (5) allocable to investment in the
Contract before August 14, 1982; (6) under a qualified funding asset (defined by Code section 130(d)); or (7) under
an immediate annuity contract (within the meaning of section 72(u)(4)).

If the 10% penalty tax does not apply to a withdrawal by reason of the exception for withdrawals in the form of a
level annuity (clause (4) above), but the series of payments is modified (other than by reason of death or disability),
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either (a) before the end of the 5-year period beginning with the first payment and after the Contract owner reaches
age 5914, the Contract owner's tax for the year of the modification will be increased by the penalty tax that would
have been imposed without the exception, plus interest for the deferral period.

Where a Contract is issued in exchange for a Contract containing purchase payments made before August 14, 1882,
favorable tax rules may apply to certain withdrawals from the Contract. Consult a tax advisor for information
regarding these rules.

. Taxes Payable Upomn Receipt of Annuity Paymenis For Ron-Qualified
Contracts

A portion of each annuity payment received under a Contract will be treated as a partial return of the purchase
payments and will not be taxable. The remaining portion of the annuity payment will be taxed as . ordinary income
and may under certain circumsiances be subject to the penalty tax as described above. Exactly how an annuity
payment is divided into taxable and non-taxable portions depends upon the period over which-annuity payments
are expected to be received, whichin turn is governed by the form of annuity selected and, where a lifetime annuity
is chosen, by the life expectancy of the annuitant. Annuity payments which are recéived after the annuitant
recovers the full amount of the purchase payment will be fully includible in income, Should annuity payments
cease on account of the death of the annuitant before the purchase payment_ has been fully recovered, the
annuitant on his or her last tax return {or in certain cases the beneficiary), is’ aliowed a deduction for the
unrecovered amount. A lump sum payment taken in lieu of remaining annuity payments is not considered an
annuity payment for tax purposes. Any such lump sum payment distributed to an annuitant generally would be
taxable as ordinary income and may be subjectto a penalty tax as described above.

Election of the interest pay option is not considered as an annuity.payment for tax purposes.

Generally, the same tax rules apply to amounts received as a.death benefit by the beneficiary as those set forth
above with respect to the Contract owner. The election of an-annuity payment option by the beneficiary may defer
taxes otherwise payable upon the receipt of alump sum death benefit. Certain minimum distribution requirements
apply in the case where the owner dies. See Required Distributions on Death of Owner, page 13.

In addition, atransfer of the Contractio orthe designation of a beneficiary whois either 3714 years younger thanthe
Contract owner or a grandchild of the Contract dwner may have Generation Skipping Transfer Tax consequences
under section 2601 of the Code.

Certain transfers of a Contract for less than full consideration, such as a gift, will trigger tax on the investment
income in the Contract. This rule doesdot apply to certain transfers between spouses or incident to divorce. See
Ownership of the Contract, page 14

Withhholding

The taxable portion of any amounts received under the Contract will be subject to withholding to meet federal
income tax obligationg! If the Contract owner fails to elect that there be no withholding, or if mandatory 20%
withholding applies,/ Pruco Life will withhold from every withdrawal or annuity payment the appropriate
percentage ofthe amount of the payment that is taxable. Pruco Life will provide the Contract owner with forms and
instructions Concerning the right to elect that no amount be withheld from payments or the ability to avoid
mandatoryAvithholding by requesting a direct rollover. Recipients who elect not to have withholding made are
liable forpayment of federal income taxes on the taxable portion of the distribution. All recipients may be subjectto
penalties under the estimated tax payment rules if withholding and estimated tax payments are not sufficient.
Contract owners who do not provide a social security number or other taxpayer identification number will not be
permitted to elect out of withholding. :

Generally, there will be no withholding for taxes until payments are actually received under the Contract. The rate
of withholding on annuity payments will be determined on the basis of federal and state withholding laws, and if
applicable, according to the withholding certificate filed by the Contract owner with Pruco Life. If no such ceriificate
is filed, the Contract owner will be treated, for purposes of determining the withholding rate on annuity payment,
as a married person with three exemptions. The rate of withholding on eligible roliover distributions from qualified
plans and TDAs that are not direct rollovers is 20%. The rate of withholding on all other payments (including IRASs),
such as amounts received upon withdrawals, made under Contracts that are not tax qualified will be 10%. Special
withholding rules apply for nonresident aliens.



Contracts Used in Connecstion withh Tox Favored Plans

The Contract may be purchased for use in connection with various retirement arrangements entitled to favorable
federal income tax treatment (“tax favored plans”). These are individual retirement accounts and annuities
(“IRAs”) subject to sections 408(a) and 408(b) of the Code, simplified employee pensions plans (*SEPs”} under
section 408(k) of the Code, savings incentive match plans for employees (“SIMPLES") under section 408 (p) of the
Code, tax deferred annuities (“TDAs") under section 403(b) of the Code, deferred compensation plans of state and
local governments and tax exempt organizations under section 457 of the Code, and pension, profit sharing and
annuity plans qualified under sections 401(a) and 403(a) of the Code. Such plans, accounts, and annuities. Such
plans, accounts, and annuities must satisfy certain requirements of the Code in order to be entitled to the federal
income tax benefits according to these plans. A discussion of these requirements is beyond the scope of this
prospectus, and it is assumed that such requirements are met with respect to a Contract purchased for use in-
connection with a tax favored plan. In addition, adiscussion of the federal tax rules applicable to distributions from
tax favored plans is beyond the scope of this prospectus.-As suggested above, a qualified tax advisor should be
consulted for advice and answers to any questions. - . .

ERISA Disclosure

Ifa Contract is purchased in connection with a tax favored plan, the provisions of The Employee Retirement Income
Security Act of 1974 (“ERISA”) may become applicable. ERISA prevents a fiduciary with‘respect to a pension or
profit sharing plan from receiving any benefit from any party dealing with the plan,as’a result of the sale of the
Contract (other than benefits that would otherwise be provided in the plan). :

Administrative exemptions issued by the IRS and the Department of Labor under ERISA permit transactions
between insurance agents and qualified pension and profit sharing plans dinder section 401(a) and 403(a) of the
Code and with SEPs and IRAs. To be able to rely on the exemption, certain information must be disclosed to the plan”
fiduciary. The information that must be disclosed includes the relatiohship between the agent and the insurer, a
description of any charges, fees, discounts, penalties or adjustmenis.that may be imposed in connection with the
purchase, holding, exchange or termination of the Contract, as-well as the commissions received by the agent.
Information about any applicable charges, fees, discounts, penalties or adjustments may be found under
CHARGES, FEES, AND DEDUCTIONS, page 4. Information @bout sales representatives and commissions may be
found under Sale of the Contract and Sales Commissions;page 13. In additionto disclosure, other conditions apply
to the use of the exemption. For example, a plan fidGeiary may not be a partner or employee of the Pruco Life
representative making the sale. The fiduciary musi.not be a relative of the representative (including spouse, direct
descendant, spouse of a direct descendant, @ncestor, brother, sister, spouse of a brother or sister). The
representative may not be an employee, officer, director or partner of either the independent fiduciary or the
employer establishing the plan. No relative of the representative may: (1) control, directly or indirectly, the
corporation establishing or maintaining the:plan; (2) be either a partner with 10% or rnore interest in the partnership
or the sole proprietor establishing ar\maintaining the plan; or (3) be an owner of a 5% or more interest in a
Subchapter S Corporation establishing or maintaining the plan. In addition, no affiliate (including relatives) of the
representative may be a trusteg, administrator or a fiduciary with written authority to acquire, manage or dispose
of the assets of the plan. ' '

Taxes on Pruco(Life

Pruco Life is taxedsas &life insurance company under Part | of Shbchapter L of the Code. The income earned dn
assets underlyind thé Contract will be Pruco Life's income.

EF?E@?@@ AR ANNLETY

Upornrthé.annuity date, the Contract fund, aftera Market-Value Adjustment (unless it is during the 1-month period
following the end of an Interest Rate Period), is converted into a fixed-dollar annuity payable to the annuitant[s]
named in the Contract. If two annuitants are named in the Contract, the Contract owner may decide how much of
the amount is to be applied to each annuitant and under which formis} of annuity. If the Contract is not large enough
to produce a monthly payment of $50, the Contract owner will be paid the cash value in a single sum.

When a Contract owner requests a withdrawal in the form of an annuity, an amount equal to the withdrawal charge,
if any, will be deducted, unless a lifetime annuity or a fixed period annuity with a duration of 10 years or more is’
selected, or unless the annuity date is within the 1-month period following the end of an Interest Rate Pert  An
amount equal to the premium tax, if any, imposed by the jurisdiction in which the annuitant resides is then
deducted (unless deducted earlier). Many states do not impose a premium tax. In other states the tax ranges from
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1% to 5% of the amount applied to effect an annuity. See Premium Taxes, page 4. Some local jurisdictions also
impose a tax. The amount remaining after deducting any applicable premium tax is used to effect a fixed-rate

annuity.

The amount of the monthly payments will depend upon the amount applied and tables of rates, set forth in the
Contract, which Pruco Life guarantees will be used even if longevity has significantly improved since the Contract
date. If, however, Pruco Life at the time is offering more favorable rates, then those will be used.

The annuity will be in one of the forms listed below. The annuity options under this Contract are fixed annuity
options and the amount of each monthly payment does not change. An annuity must begin on the annuity date
designated in the Contract which may be no later than the first Contract anniversary after the annuitant’s 90th
birthday. For tax favored plans, the annuity must generally begin no later than April 1st of the vear afier the
annuitant’s 7014 birthday. The annuity date may be changed, if Pruco Life consents. Pruco kife’will then make
monthly payments to the annuitant on the first day of each month for a period determined by the form of the
annuity selected. Unless applicable law states otherwise, if the Contract owner has not selectéd an annuity option
to take effect by the annuity date, the interest payment option (see option 3 below) willthen become effective.

1. Instaiiments for o Fixed Period -

Equal payments will be made to the annuitant monthly, quarterly, semi-annually or annually for up to 25 years. If
the annuitant dies before the last payment is due, the beneficiary designated By the annuitant will not continue to
receive periodic payments unless he or she so selects. Instead, the disCounted value.of the remaining unpaid
installments, to and including the last payment, is payable to the beneficiary in one sum. In calculating the
discounted value of the unpaid future payments, Pruco Life will discotnt each such payment at an interest rate of
3.6% a year or at the interest rate Pruco Life used to compute the actual payments under this option, if higher. Once
annuity payments have begun, an annuitant may withdraw the present value of any of the equal payments that
‘have not been paid.

2. Life Amnmuity with 120 Payments Certain

Payments will be made to the annuitant monthly during his or her lifetime. If the annuitant dies before the 120th
monthly payment is due, the beneficiary designated by the annuitant will not continue to receive monthly
payments unless he or she so selects. Instead, the discounted value of the remaining unpaid installments, to and
including the 120th monthly payment, is payable to the beneficiary in one sum. In calculating the discounted value
of the unpaid future payments, Pruco Lifewill discount each such payment at an interest rate of 3.5% a year or at the
interest rate Pruco Life used to compute the actual payments under this option, if higher.

3. Interest Payment Option

The annuitant may choose to have Pruco Life hold and pay interest upon the amount of the Contract fund. Pruco
Life will pay interest at anefiective rate of at least 3.5% a year, and it may pay a higher rate of interest. Pruco Life will
inform the Contract owner, upon request, what interest rate it will pay. Once this option is effected, an annuitant
may withdraw the unpaid balance, or any part not less than $100.

Generally, this option will not satisfy IRAs minimum distribution requirements.

4. OtherAnnuity Opiions

Currently,you may choose to receive the proceeds of your Contract fund in the form of payments like those of any
annuity or life annuity then regularly offered by Prudential or by Pruco Life that (1) is based on United States
Currency; (2) is bought by a single sum; (3) does not provide for dividends; and (4) does not normally provide for
deferral of the first payment. Prudential and Pruco Life currently offer a number of different annuity options,
including joint and survivar annuities covering more than one person.

Under Option 4, unless a fixed period annuity of less than 10 years is selected, Prudential will waive withdrawal
charges that might be applicable under other annuity options. Further, if you select Option 1 or 2 without a right of
withdrawal, Prudential will effect that option under Option 3 if doing so provides greater monthly payments.



5. Miimirreur Distributicn Opiion

The Minimum Distribution Option is a program available with IRA and SEP programs. It enables the client to satisfy
IRS minimum distribution requirements, without having to annuitize or cash surrender their Contracts. Each year”
until the maturity date, Pruco Life will recalculate the minimum amount the Contract owner is required to withdraw
from his or her IRA or SEP. Pruco Life will send the Contract owner a check for the minimum distribution amount
less any partial withdrawals made during the year. Pruco Life’s calculations are based solely on the cash value of
the Contract. If the Contract owner has other IRA accounts, he or she will be responsible for taking the minimum
distribution from each.

Legal Considerations Relating to Sex-Distinet Annuity Purchase Rates

It should be noted that while in general the Contract provides for sex-distinct annuity purchase«rates for life
annuities, those rates are not applicablé to Contracts offered in states that have adopted regulations prohibiting
sex-distinct annuity purchase rates or to qualified plans. Rather, blended unisex annuity purchase rates for life
annuities will be provided under all Contracts issued in those instances whether the annuitant.is male or female.
Other things being equal, such unisex annuity purchase rates will result in the same monthly anhuity payments for
male and female annuitanis.

In addition, employers and employee organizations considering purchase of a Contréact should consult their legal
advisors to determine whether purchase of a Contract based on sex-distinct annuity purchase rates is consistent
with Title VIl of the Civil Rights Act of 1964 or other applicable law. Pruco Life may offer the Contract with unisex
annuity purchase rates to such prospective purchasers.

Special provisions may apply if the Contract is issued in connection with a tax favored retirement plan. The
necessary information will be provided by the plan sponsor or administrator.

THE CONIPANY

Pruco Life insurance Compammy

Pruco Life Insurance Company (“Pruco Life") is a stacklife insurance company, organized in 1971 under the laws of
the State of Arizona. It is licensed to sell life insurance and annuities in the District of Columbia, Guam, and in all
states except New York, and through its branch office in Taiwan. Pruco Life has two subsidiaries, Pruco Life
Insurance Company of New Jersey (“Pruco Lifé of New Jersey”) and The Prudential Life Insurance Company of
Arizona (“PLICA”). Pruco Life of New Jerseyis a stock life insurance company organized in 1982 under the laws of
the State of New Jersey. It is licensed togellife insurance and annuities only in the States of New Jersey and New
York. PLICA is a stock life insurance company organized in 1989 under the laws of the State of Arizona. ltis licensed
to sell life insurance and annuities only'in the State of Arizona. PLICA had no new business sales in 1994 and at this
time will not be issuing new business.

Pruco Life is a wholly-ownedsubsidiary of Prudential, a mutual insurance company founded in 1875 under the laws
of the State of New Jersey.As of December 31, 1996, it has invested over $442 million in Pruco Life in connection
with Pruco Life's organization and operation. Prudential intends from time to time to make additional capital
contributions to PrucoLife as needed to enable it to meet its reserve requirements and expenses in connection with
its business. However, Prudential is under no obligation to make such contributions and its assets do not back the
benefits payable'under the Contract. Pruco Life’s consolidated financial statements begin on page B1 and should
be considered\only as bearing upon Pruco Life’s ability to meet its obligations under the Contracts.

Pruco Life'is engaged in a business that is highly competitive because of the large number of stock and mutual life
insurance companies and other entities engaged in marketing insurance products. There are approximately 1,900
stock, mutual and other types of insurers in the life insurance business in the United States.

Pruco Life has no United States common-law employees; its Taiwan branch has approximately 330 employees.
Officers and directors of Pruco Life are employees of Prudential serving pursuant to a service agreement. All
insurer functions of Pruco Life are likewise performed by Prudential under service, marketing, distribution and
lease agreements.
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i
SELECTED FIRIARIGIARL DATA
The following selected financial data for Pruco Life Insurance! Company and Subsidiaries should be read in
conjunction with the CONSOLIDATED FINANCIAL STATEIVIENTS OF PRUCO LIFE INSURANCE CONPANY AND
SUBSIDIARIES and notes thereto included in this prospectus begmnlng on page B-1.

Pruco Life insurance Company and Subsidiaries

For the Years Ended December 31,

GAAP Basis Statutory Basis
1596 1955 1994 1993 1992
Revenues: :
Premiums and other revenue ........ $ 408,154 $ 401,287 ¢ 303,627 | $ 591,660 ) $ 541,248
Net investmentincome .............. 247,328 246,618 241,132 260,939 274,037
Total revenues ..........ceveenivinnnnnn 655,482 647,905 544,759 852,599 815,285
Benefits and expenses:
Current and future benefits and
cglaims .............. ... ol 305,119 280,913 235,660 534,354 478,148
Otherexpenses ..........cccvvvvnnnn. 122,006 134,790 179,173 157,557 129,701
Total benefits and expenses ............ 427,125 415,703 414,833 691,911 607,849
Income before income tax provision .... 228,357 . 232,202 129,926 160,688 207,436
Income tax provision .................. 79,135 79,558 48,031 83,640 96,578
Netincome .........coviviivinninnnn, $ 149,222 $ 152644 $ 81895 | $ 77,048 $ 110,858
ASSELS .. ittt e e e $9,678,427 . $8/471,638 $7,713,183 | $7,172,104 $6,709,958

In 1996, the Company retroactively adopted applicable accounting pronouncements to present its financial
statements in conformity with generally accepted acCounting prmmples Refer to footnote 1.B. of the Consolidated
Financial Statements.
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MARNAGERMENT'S DISCUSSION AND ARALYSIS OF FiRANCGIAL
CONDITION ARND RESULTS OF OPERATIONS

Pruco Life Insurance Company consists of Pruco Life Insurance Company and its subsidiaries {(collectively, the
Company). Pruco Life Insurance Company is a wholly owned subsidiary of The Prudential Insurance Company of
America (Prudential). The Company markets individual life insurance and annuities primarily through Prudential’s
sales force in the United States and in Taiwan. The Company held $9.7 billion in assets at December 31, 1996, $5.3
billion of which were held in Separate Accounts under variable life insurance policies and variable annuity
contracts. The remaining assets were held in the general account for investment primarily in bonds, short-term
investments and policy loans.

The business climate in the United States was tharacterized by moderate economic growth, low inflation, and
growing investor confidence that fueled bond and stock prices. Merger and consolidation activity accelerated, as
well as expansion of US companies into foreign markets. Those economic trends impacted the insurance industry
during the year, prompting them to implement strategies, including ccnsolidation, and sales of(certain lines of
business to counter risk, control expenses and diversify products to remain competitive. Regulatory changes
which opened the insurance industry to other financial institutions, particularly banks ‘and mutual funds,
heightened competition in investment type products since those institutions were positionéd to deliver the same
products through large, stable distribution channels. In addition, the industry has beenbeset by negative publicity
following the discovery of unacceptable sales practices that resulted in investigations of most large insurers,
including Prudential. In spite of the difficult operating environment, 1996 was a yearof progress for the Company. it
achieved solid performance in core businesses, instituted significant cost-reduction programs, and strategic
initiatives which are expected to place it on a firm course of continued growth.

The Company's assets were $9.7 billion at December 31, 1996 compared to $8.5 billion at December 31, 1995.
Net income amounted to $1492.2 million, a decrease of $3.4 million 0r-2:2% compared to the $152.6 million earned
in 1995.

1. Results of Operations

(a} 1996 versus 1995

Premiums increased by $9.4 million from $42.1 million‘in 1995 to $51.5 million for the same period in 1996. This
change is primarily due to increased sales of $6.2 million related to traditional life insurance products in our Taiwan
branch which continued to expand its business throughout 1996.

Policy charges and fee income increased approximately $5.9 million during the current year as compared to 1995.
This is primarily attributable to the increased sales of new variable annuity products and fees earned on
policyholder withdrawal and surrender ‘activity.

Other income decreased $6.2 million.for the year ended December 31, 1996 from the year ended December 31,
1995. This decrease is due to_a.reduction in separate account net gains.

Policyholders’ benefits increased $32.9 million during the currentyear to $186.9 million. Approximately $10 million
of this increase is attributable to the mortality costs associated with the Company’s products. The additional $22
million results from the increase in reserves associated with new and existing contracts at December 31, 1996.

Interest credited tof policyholders’ account balances decreased by $8.7 million. This decrease is primarily
attributable to the_decrease in policyholders’ account balances due to the Company experiencing increased
policyholder withdrawals and slightly lower interest rates.

Other operating expenses decreased $12.8 million for the year ended December 31, 1996 compared to the same
period for 1995. This is attributable to a decrease in the amortization of deferred policy acquisition costs, and a
company wide initiative to reduce expenses resulting in a decrease in general expenses.

() 1995 versus 1994

The Company recorded net income of $152.6 million and $81.9 million for 1995 and 1994, respectively.

Premiums increased by $19.4 million from $22.7 million for the year ended December 31, 1994 to $42.1 million for
the same period in 1995, stemming from increased sales of life insurance in the Taiwan branch and a steady flow of
renewals in the US.

Policy charges and fee income increased $10.3 million from $308.8 million for the year ended December 31, 1994, to
$319.1 million for the same period in 1995. This is primarily attributable to the increased sales of new variable
annuity products and fees earned on policyholder withdrawal and surrender activity.
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Net investment income increased $5.5 million for the twelve months ended December 31, 1995, from the same
period in 1994. Policy loans increased $75.4 million, which resulted in additional policy loan interestincome of $2.4
million. Secondly, the Company’s income from equity securities increased $2.0 million as a result of favorable stock
market conditions.

Net realized investment gains increased $54.3 million, to $13.2 million for the year ended December 31,1995 froma
loss of $41.1 million for the same period in 1994. The Company restructured its investment portfolio to more closely
align with the liability duration and to reduce the portfolio’s interest rate risk. Sales activity of the Company’s fixed
maturities produced favorable gains as a result of falling interest rates during 1995.

Policyholders’ benefits increased $32.0 million to $154.0 million in 1995, from $122.0 million in 1994. This change is
primarily attributable to the increase in reserves for new and existing policies.

Interest credited to policyholders’ account balances increased $13.2 million for the twelve months ended
December 31, 1995, from the same period in 1994. This change was a result of increased interestrates offset with
decreasing policyholder account balances.

Other operating costs and expenses decreased $44.4 million for the year ended December 31, 1895 due a decrease
in the allocation of costs from Prudential, a decrease in the amortization of deferred poliey/acquisition costs, and a
company wide initiative to reduce expenses resulting in a decrease in general expenses.

2. Liguidity

For an insurance company, cash needs, for the purpose of paying current benefits, making policy loans, and paying
expenses, are met primarily from premiums and investment income. Benefit expenses incurred in 1996, 1995, and
1994 were $186.9 million, $154.0 million, and $122.0 million, respectively. Cash flows are anticipated to be
sufficient to meet the Company’s liquidity needs for the foreseeable future.

3. Capital Resources

The primary components of the Company's total assets'0f.$9.7 billion at December 31, 1996 are as follows (as a
percentage of total assets): fixed income securities 27.3%, separate account assets (fixed income and equity
securities) 55.1%, policy loans 6.86%, and other assets 11.0%. ’

OTHERIRNFORMATION

Reguired Distributicons @m Death of Owner

If the Contract owner dies before the éntire interestin the Contract is distributed, the value of the Contract must be
distributed to the designated beneficiary as described in this section so that the Contract qualifies as an annuity
under the Internal Revenue Code! .

I the death occurs on orafteér'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 the death
occurs before the annuity date, the entire interest in the Contract must be distributed within 5 years after date of
death. However, if afrannuity payment option is selected by the designated beneficiary and if annuity payments
begin within 1 year'ef the owner’s deaih, the value of the Contract may be distributed over the beneficiary’s life or
over a specified period not exceeding the beneficiary’s life expectancy. The owner’s designated beneficiary is the
person to whom ownership of the Contract passes by reason of death, and must be a natural person. if the
designated beneficiary is the owner’s spouse these rules will not apply until the death of the owner’s spouse. For
Contracts'purchased in connection with a tax favored plan where the Contract owner’s spouse is the designated
beneficiary, annuity payments need only begin on or before April 1st of the calendar year following the calendar
yearin which the owner would have attained age 7014 or, in some instances, the remaining interest in the Contract
may be rolled over to an IRA owned by the spouse. Special additional rules apply to coniracis issued in connection

with plans subject to section 457 of the Code.

If any portion of the Contract owner’s interest is payable to {or for the benefit of) the surviving spouse of the owner,
such portion of the Contract may be continued with the surviving spouse as the owner. This riile does not apply to
Contracts issued in connection with tax favored plans other than IRAs. '

Sale of the Contract and Sales Commissions

Pruco Securities Corporation {“Prusec”), an indirect wholly-owned subsidiary of The Prudential, acts as the
principal underwriter of the Contract. Prusec, organized in 1971 under New Jersey law, is registered as a broker and
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dealer under the Securities Exchange Act of 1934 and is a member of the National Association of Securities Dealers,
Inc. Prusec’s principal business address is 213 Washington Street, Newark, New Jersey 07102-2992. The Coniractis
sold by registered representatives of Prusec who are also authorized by state insurance departments to do so. The
Contract may also be sold through other broker-dealers authorized by Prusec and applicable law to do so.
Registered representatives of such other broker-dealers may be paid on a different basis than described below. The
commissions that will be paid to the representative and the broker-dealer will vary with the duration of the Interest
Rate Period selected by the Contract owner (longer durations will result in higher commissions). Commissions up
to 3% of the purchase payment received will be paid to the representative. The maximum commission that will be
paid to the broker-dealer to cover both the individual representative’s commission and other distribution expenses
will not exceed 6.25% of the purchase payment. Pruco Life and Prusec reserve the right to change the portion ofthe
total compensation paid to the representative. Payment of these commissions to a broker-dealer will not resultin
any decrease in the Contract fund. They will be paid by Pruco Life. Renewal commissions based on the-size of the
Contract fund may be paid. The representative may be required to return all of the first year commiission if the
Contract is not continued through the first year. Representatives who meet certain productivity, proiitability, and
persistency standards with regard to the sale of the Contract will be eligible for additional compensation.

Ownership of the Contract

The Contract owner is usually, but not always, an annuitant. The Contract owner is entjtled-to exercise all the rights
under the Contract. Subject to certain limitations and requirements described in this prospectus, these rights
include the right to make withdrawals or surrender the Contract, to designate and change the beneficiaries who will
receive the proceeds at the death of the annuitant before the annuity date, andto.designate a mode of settlement
for the annuitant on the annuity date. Subject to certain limitations, ownership of the Contract may, however, be
transferred to another person who need not be the person who is to receive annuity payments. Generally,
ownership of the contract is not assignable to an employee benefit plan or program without Pruco Life’s consent.
Transfer of the ownership of a Contract may involve federal income tax conseguences, or may be prohibited under
certain Contracts, and the owner should consult with a qualified {ax advisor before attempting any such transfer.

State Regulation

Pruco Life is subject to regulation and supervision by the'Depariment of insurance of the State of Arizona, which
periodically examines its operations and financial condition. Itis also subject to the insurance laws and regulations
of all jurisdictions in which it is authorized to do business. '

Pruco Life is required to submit annual statements of its operations, including financial statements, o the
insurance departments of the various jurisdictions in which it does business to determine solvency and
compliance with local insurance laws and(regulations.

In addition to tha annual statements reférred to above, Pruco Life is required to file with Arizona and other
jurisdictions a separate statement with respect to the operations of all its variable contract accounts, in a form
promulgated by the National Association of Insurance Commissioners.

Experts

The financial statements-included in this prospectus for the year ended December 31, 1996 have been audited by
Price Waterhouse LLP, indépendent accountants, as stated in their reports appearing herein, and are included in
reliance upon the weports of such firm given upon their authority as experts in accounting and auditing. Price
Waterhouse LLP's(principal business address is 1177 Avenue of the Americas, New York, New York 10036.

The financial §tatements included in this prospectus for years ended December 31, 1995 and December 31, 1994,
have been@udited by Deloitte & Touche LLp, independent auditors, as stated in their reporis appearing herein, and
are included in reliance upon the reports of such firm given upon their authority as experts in accounting and
auditing. Deloitte & Touche LLP's principal business address is Two Hilton Court, Parsippany, New Jersey
07054-0319.

On March 12, 1996, Deloitte & Touche LLP was dismissed as the independent accountants of Pruco Life. There have
been no disagreements with Deloitte & Touche LLP on any matter of accounting principles or practices, financial
statement disclosure or auditing scope or procedure which, if not resolved to the satisfaction of the accountant,
would have caused them to make a reference to the matter in their reports.

Litig=tion

Several actions have been brought against Pruco Life alleging that Pruco Life and its agents engaged in improper
life insurance sales practices. Prudential has agreed to indemnify Pruco Life for losses, if any, resulting from such
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litigation. No other significant litigation is being brought against Pruco Life that would have a material effect on its
financial position.

Additional information

A registration statement has been filed with the SEC under the Securities Act of 1933, relating to the offering
described in this prospectus. This prospectus does not include all of the information set forth in the registration
statement. Certain portions have been omitted pursuant to the rules and regulations of the SEC. The omitted
information may, however, be obtained from the SEC's principal office in Washington, D.C., upon payment of a
prescribed fee.

Further information, including statutory statements filed with the state insurance departments, may also be
obtained from Pruco Life’s office. The address and telephone number of Pruco Life are set forth'on the cover of
this prospectus.

Financial Statements

The consolidated financial statements of Pruco Life and subsidiaries included hereif-should be considered only as
bearing upon the ability of Pruco Life to mest its obligations under the Contracts.
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The directors and major officers of Pruco Life, listed with their principal occupations during the past 5 years, are
shown helow. .
DIRECTORSE OF PRUGD LIAFE

WILLIAM M. BETHKE, Director. — President, Prudential Capital Markets Group since 1992.

IRA J. KLEINMAN, Direcior — Executive Vice President, International Insurance Group since 1997; 1995 to 1997:
Chief Marketing and Product Development Officer, Prudential Individual Insurance Group; 1993 to 1995: President,
Prudential Select; Prior to 1993: Senior Vice President of Prudential.

MENDEL A. MELZER, Director. — Chief Investment Officer, Mutual Funds and Annuities, Prudential Investments
since 1996; 1995 to 1996: Chief Financial Officer of the Money Management Group of Prudential; 1893 to 1995:
Senior Vice President and Chief Financial Officer of Prudential Preferred Financial Services; Prier to 1993:
Managing Director, Prudential Investment Corporation.

ESTHER H. MILNES, President and Director. — Vice President and Actuary, Prudential Individual Ihsurance Group
since 1996; 1993 to 1996: Senior Vice President and Chief Actuary, Prudential Insurancetand Financial Services;
Prior to 1993: Vice President and Associate Actuary of Prudential.

1. EDWARD PRICE, Vice Chairman and Director. — Senior Vice President and Actuary, Prudential Individual
Insurance Group since 1995; 1994 to 1995: Chief Executive Officer, Prudential International Insurance; 1993 to 1994:
President, Prudential International Insurance; Prior to 1993: Senior Vice President and Company Actuary of
Prudential.

KIYOFUMI SAKAGUCHL, Director.— President, Prudential International insurance Group since 1995; 1994 to 1995:
Chairman and Chief Executive Officer, The Prudential Life Insurance Co., Ltd.; Prior to 1994: President and Chief
Executive Officer, Asia Pacific Region-Prudential International Instrance, and President, The Prudential Life
Insurance Co., Lid.

WILLIAM F. YELVERTON, Chairman and Director.— Chief Executive Officer, Prudential individual Insurance Group
since 1995; Prior to 1995: Chief Executive Officer, New York Life Worldwide.

OFFICERS WHO ARE NOT DIRECTORS
SUSAN L. BLOUNT, Secretary. — Vice President and Secretary of Prudential since 1995; Prior to 1995: Assistant
General Counsel for Prudential Residential Services Company.

C. EDWARD CHAPLIN, Treasurer— Vice President and Treasurer of Prudential since 1995; 1993 to 1995: Managing
Director and Assistant Treasurer of Prudential; 1992 to 1993: Vice President and Assistant Treasurer, Banking and
Cash Management for Prudential.

LINDA S. DOUGHERTY, Vice President; Comptroller and Chief Accounting Officer. — Vice President and
Comptroller, Prudential Individual(lnsurance Group since 1997; Prior t0.1997: Vice President, Accounting,
Prudential.

JAMES C. DROZANOWSHKL, .Senior Vice President. — Vice President and Operations Executive, Prudential
Individual Insurance Group since 1996; 1995 to 1996: President and Chief Executive Officer of Chase Manhattan
Bank; 1993 to 1995: Vice-President, North America Customer Services, Chase Manhattan Bank; Prior to 1993:
Operations Executive, Global Securities Services, Chase Manhattan Bank. )

CLIFFORD E. KIRSCH, Chief Legal Officer.— Chief Counsel, Variable Products, Law Department of Prudential since
1995; 1994 to 1995y Associate General Counsel with Paine Webber; Prior to 1994: Assistant Director in the Division
of Investment WManagement with the Securities and Exchange Commission.

FRANK P MARINO, Senior Vice President. — Vice President, Policyowner Relations Depariment, Prudential
Individdal Insurance Group since 1996; Prior to 1996: Senior Vice President, Prudential Mutual Fund Services.

MARIO A. MOSSE, Senior Vice President — Vice President, Annuity Services, Prudential Investments since 1996;
Prior to 1996: Vice President, Chase Manhattan Bank.

SHIRLEY H. SHAD, Senior Vice President and Chief Actuary. — Vice President and Associate Actuary, Prudential.

KAREN L. SHAPIRO, Senior Vice President. — Vice President, Prudential Individual Insurance Group since 1996;
Vice President and Associate General Counsel, Prudential Securities Incorporated 1993 to 1996; Prior to 1993:
Senior Associate with Shaw, Pittman, Potts and Trowbridge.

The business address of all directors and officers of Pruco Life is 213 Washington Street, Newark, New Jersey
07102-2992.

* Subsidiary of Prudential
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EXECUTIVE COMIPERISATIORN

Executive Officers of Pruco Life may also serve one or more affiliated companies of Pruco Life. Allocations have
been made as to each individual's time devoted to his duties as an executive officer of Pruco Life and its
subsidiaries. The following table shows the cash compensation paid, based on these allocations, to the executive
officers of Pruco Life as a group for services rendered in all capacities in Pruco Life and its subsidiaries during 1996.
Directors of Pruco Life who are also employees of Prudential do not receive compensation in addition to their
compensation as employees of Prudential.

Allocated Cash
Name & Principal Position Year Compensation (3)
Esther H. Milnes 1996 $21,136
President 1995 $14,250
1994 $ 9,846
Linda S. Dougherty 1996 $55,931
Vice President &
Comptroller 1995 B
1994 $§ e
Hwei-Chung S. Shao 1996 $21,048
Chief Actuary 1995 $
1994 $
Clifford E. Kirsch 1996 $54,190
Chief Legal Counsel 1995 $30,962
1994 $
Frank P. Marino 1996 $12,076
Senior Vice President 1995 $ e
1994 e
————————— Did not hold position“during this year.
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MARKET-VALUE ADJSUSTMENT FORMULA - suow o -

The Market-Value Adjustment, which is applied to withdrawals made at any time other than the 1lmonth perlod
following the end of an Interest Rate Period, involves four amounts: ‘ ;

1. The number of whole months remaining in the existing Interest Rate Period.

2. The Guaranteed Interest Rate. i

3. If the adjustment is made during the initial interest rate period, the interest rate that Pruc Life. Awould
guarantee today, if you could buy this same contract for the same number of whole years, pluhs‘one, that you
now have leftin your interest rate period. If the adjustment is made during a subsequentinterestiate pel‘lOd
the rate Pruco Life would guarantee you today if you chose an optional interest rate periad:for. thé'same
number of whole years, plus one year, that you now have left in your interest rate period.

4. The value of the Contract fund. e \ I
An adjusted Contract fund prior to withdrawal is first determined by the following steps; - “uiraub oo
Step 1: Divide the number of whole months left in the existing Interest Rate Period by12. - S ’ e

Step 2: Determinethe interest rate Pruco Life will guarantee on the date the requestfor wnthdrawal isi rpcelved
for a similar contract, for a term of years equal to the whole number of years(determined i in Step 1,-plus 1
additional year. Subtract this interest rate from the Guaranteed Interest Rate.The result could be negatlve

Step 3. Multiply the results of Step 1 and Step 2. Again, the result could be.negative. If the result is Iess than
-0.4, use the value ~0.4. If the resultis in between -0.4 and 0.4, use the actual value. Ifthe result is more than 0.4,
use the value 0.4.

Step 4: Multiply the result of Step 3 (which is the Market-Value Factor) by the value of the Contract fund. The
result is the Market-Value Adjustment.

Step 5: The result of Step 4 is added to the Contract fund.'lf the Market-Value Adjustment is positive, the
Contract fund will go up in value. If the Market-Value Adjustment is negative, the Contract fund will go down
in value.

Depending upon when the withdrawal request is made, a withdrawal charge may apply.
Example 1:
If the Contract owner asks for a total withdrawal,'and it is not during the 1-month period following the Interest Rate
Period, and
1. There are 30 months remaining.in.thé existing Interest Rate Period,
2. The Guaranteed Interest Rate s 10% (0.10),

3. Theinterest rate of 8% (0.08)Wwould then be guaranteed by Pruco Life on a newly-issued contract of this type
with an Interest Rate Period of 3 years (the 2 whole years remaining, plus 1 year), and
4, The value of the Contract fund is $20,000.

First, 30 would be divided-by 12, resulting in 2.5. Second, 0.08 would be subtracted from 0.10, resulting in 0.02.
Then, 2.5 would be muliiplied by 0.02, resulting in 0.05 (the Market-Value Factor). Next, 0.05 would be multiplied by
$20,000, resulting‘in a Market-Value Adjustment of $1,000. Finally, $1,000 would be added to $20,000, and the
market-value adjusted Contract fund would become $21,000.

If, in this example, the Contract owner wished to receive only $3,000, the amount deducted from the Contract fund
would be$8,000 divided by 1.05, which is $8,571.43, so that the Contract fund remaining under the Centract would
be $20,000 minus $8,571.43, resulting in $11,428.57. The Contract owner would receive the requested $9,000.

Example 2:

If the Contract owner asks for a total withdrawal, and it is not during the 1-month period following the Interest Rate
Period, and

1. There are 30 months remaining in the existing Interest Rate Period,
2. The Guaranteed Interest Rate is 10% (0.10),

3. Theinterest rate of 12% (0.12) would then be guaranteed by Pruco Life on a newly-issued contract of this type
with an Interest Rate Period of 3 years (the 2 whole years remaining on the Contract, plus 1 year), and

4. The value of the Contract fund is $20,000.



First, 30 would be divided by 12, resulting in 2.5. Second, 0.12 would be subtracted from 0.10, resulting in -0.02.
Then, 2.5 would be muttiplied by -0.02, resulting in-0.05 (the Market-Value Factor). Next, -0.05 would be multiplied
by $20,000, resulting in a Market-Value Adjustment of -$1,000. Finally, $1,000 would be added to $20,000, and the
market-value adjusted Contract fund would become $19,000.

If, in this example, the Contract owner wished to receive only $9,000, the amount deducted from the Contract fund
would be $9,000 divided by 0.95 (because the adjustment is downward), which is $9,473.68, so that the Contract
fund remaining under the Contract would be $20,000 minus $9,473.68, resulting in $10,526.32. The Contract ownet
would receive the requested $9,000.

Stated as a formula, the Market-Value Factor is equal to:

(M/12) x (R-C), not to exceed +0.40 or be less than -0.40;

Where,

M = the number of whole months remaining in the Interest Rate Period.

R = the Contract’s Guaranteed Interest Rate expressed as a decimal. Thus 6.2% is converted to 0.062.

C = theinterestrate, expressed as a decimal, that Pruco Life would offer on newly issuéd\Contracts like this one fo
a term equal to the number of whole years remaining in the present Interest RatePeriod, plus 1 year as of the
date the request for a withdrawal is received.

The Market-Value Adjustment is then equal to the Market-Value Factor multiplied by the Contract fund.

Ifthese Contracts are no longer offered by Pruco Life, a rate equal to the mostrecent Moody's Corporate Bond Yielc

Average-Monthly Average Corporate, for that duration, as published by Moody’s Investment Services, Inc. or am

successor to that service will be used. If that average is no longer;published, a substantially similar average
established by the insurance regulator where this Contract is delivered, will be used.



PRUCO LIFE INSURANCE COMPANY AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

December 31,
1296 1995
(000%s)
ASSETS
Fixed maturities .

Held t0 MAtUIEY . vt vveeneeneaennrnsnrsnensaesnieonoassnsneseannns $ 405,731 $ 437,727

Available for Sale ... vvv i iir ittt re ettt e 2,236,817 2,1447854
EQUity SECUIIES + « oot v vt viene et eenntiantencasanecannnnees 3,748 4,036
MOTtZAgE JOANS .+« ot v ve e v i e rnneentennteesneaeannessneassosnnens 46,915 64,464
TNVesStmMent T8Al ESLALE « » v v v v v v e vneeareesessusnssosaenansncosnonscnsns — 4,059
POHCY I0BNS .+ vvvenevvneetiinrenneesterenneensenneanannsnsesssanens 639,782 569,273
Other long term INVEStMENES + .. v vvureerneerterenrreerreeacenessraeeses 4,528 4,159
Short term iNVEStMENES . v vv v vvenvaeerrosonerossneosssssesnsassssoss 169,830 228,016

Total INVEStEd ASSELS v v v v v v tv v areenaaensascaneseensasonsssnasansy 3;507,351 3,456,588
07 1) 1 NS 73,766 41,435
Deferred policy acquisition COStS .. oo ovveeveieriiininieenieanas i 633,159 566,976
PremiumS dUE .. ovvvvvveenenrennnanaononcassansssnsnsnansosads/Boocs 9,084 6,367
Accrued INVestmMENt INCOME « v v vvvvrvaneerreronecrasroonssnneeoieenans 62,110 59,862
Receivable from affiliates ...vvvvveeernnrennennerennnennesas@diine, - 1,901 8,275
Federal income tax receivable . ...vvvviirereiirninivnneremmbuiesaresans 7,191 6,375
Reinsurance recoverable on unpaid 1osses . .. .oovvvvv i amN e e 27,014 27,914
Other ASSELS & v v v vttt veerncesonsossnnencnsceosonsoMaTororssensensonas 20,000 12,578
Separate ACCOUNLASSELS + oo vvvvnrveneareannaneab Boviaiiiiiiiiinn, 5,336,851 4,285,268

T AL ASSE TS it iit e iinrneennnsnaseeMereoaneoesoanseannenas $9,678,427  $8,471,638

LIABILITIES AND STOCKHOLDER’S EQUITY

LIABILITIES
Future policy benefits and other policyholders’ liabilities ................... $ 557,351 $ 501,200
Policyholders’ account balances =\ .% . oviiiiiinne ittt 2,188,862 2,218,330
Deferred federal income tax payable .......cooviiiiiiiiiiiiien i 148,960 141,048
Payable to affiliate ...... .0 0 cooieeiii i 51,729 41,584
Other Habilities . ... aehee e e v tevieaerertoneronatenasennsossranssanns 55,090 37,387
Separate Account Habilities .. .....ovueviueiiii it 5,277,454 4,263,896

Total Liabilities . .. v vt i ittt eetiirerrrrresriaetaoesisesineenns 8,279,446 7,203,445
Contingencies~—Note 9

STOCKHOLDER'S EQUITY
Commof Stock, $10 par vatue; 1,000,000 shares, authorized;

250,000 shares, issued and outstanding at December 31,1996 and 1995 ...... 2,500 2,500
Paid-in-capital .....voiiiiti i i i e 439,582 439,582
Net unrealized investment gains (less deferred income tax) .............vuven 12,402 30,836
Retained arnings . . ..o vvveviievirrtererneriiiiritinunenaseearraneen 944,497 795,275

Total Stockholder’s EQuIty ......ccvvviriintriiiieniiinnrerannnaannns 1,398,981 1,268,193
TOTAL LIABILITIES AND
STOCKHOLDER S EQUITY ...ttt iiieareeiiiiaeeennas $9,678,427  $8,471,638

See Notes to the Consolidated Financial Statements
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PRUCO LIFE INSURANCE COMPANY AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

Year Ended December 31,
1996 1995 1994
030°s)
REVENUES
PLOIMIUINS « v v v e v evnensonsonsonnesansennssaorsnons $ 51,525 $ 42,089 $.22,689
Policy charges and fee income . ........ooiiiiiiiiint 324,976 319,012 308,753
‘Net investMeNt iNCOME .+ v vvvvneverareerosenaseranens 247,328 246,618 241,132
Realized investment gains (10SSes) .......ccvevvernnnnn ) 10,835 13,200 (41,074)
Oher iNCOME .« vt vvvrernarceneasosnnnsosaannnsans 20,818 26,986 13,259
Total REVEHITIES « o v vt vevervronensvsoncnsoseaassnsanss 655,482 647,905 544,759
BENEFITS AND EXPENSES
Policyholders’ benefits ...........c.coviiiiiiiiiiee 186,873 153,987 121,949
Interest credited to policyholders’ account balances ....... 118,246 126,926 113,711
Other operating costs and €Xpenses .........ooovuuveon. 122,006 134,790 179,173
Total Benefits and EXpenses ......c.ovvvverereccrenons 427,425 415,703 414,833
Tncome before income tax provision ........eovvvevenes 228,357 232,202 129,926
Income tax Provision ........oevenevvonerneennnenaife 79,135 79,558 48,031
NETINCOME .. .ittttetrrneanenaersoonsaaessymmie. $149,222 $152,644 $ 81,895

See Notes to the Consolidated Financial Statements




PRUCQ LIFE INSURANCE COMPANY AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDER’S EQUITY

Year Ended December 31,
1996 1995 1994
090’s)
Commen Stock
Balance, beginning of year ...............0.0eiinnn..., $ 2,500 $ 2,500 $ 2,500
Issuedduring year .......c.cvoviinneiniinnnnnnnnnnn.n. — —_ =
Balance,endofyear. ...t e 2,500 2,500 2;500
Paid in Capital
Balance, beginning of year ..........coiiiiiiiiinnnn.. 439,582 439,582 439,582
Paidinduringyear ..........ccoiiiiiiiiiiiiiiinn... —_ — —
Balance,endofyear..........ccoiiiiniiiii i, 439,582 439 582 439,582
Net Unrealized Investment Gains (Losses)
(Less Deferred Income Tax)

Balance, beginning of year ...............ciiiiiuin..., 30,836 (1,349) —
Adoptionof SFAS 115 . ...ttt — (39,762) —
Net change in unrealized investment gains (losses) ......... (18,434) 71,947 (1,349
Balance,endofyear........coviiiini i, 12,402 30,836 (1,349)
Retained Earnings :
Balance, beginning of year ............ .. 00iiininn, g 795,275 642,631 560,736
Netincome .............. el 149,222 152,644 81,895
Balance,endofyear.......coviviiii it et 944,497 795,275 642,631

TOTAL STOCKHOLDER’S EQUITY ....v..>..... $1,398,981 $1,268,193 $1,083,364

See Notes ta.the Consolidated Financial Statements
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PRUCO LIFE INSURANCE COMPANY AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended December 31,
1996 1995 1994
(009°s)

Cash Flows From Operating Activities:
INEEIICOMIE « v v« v v v v e eeernonsnensasnasasnsssessonestasassssstonanaesaseses $149,222 $152,644 $ 81,895
Adjustments to reconcile net income to net cash from

operating activities:

Tncrease in future policy benefits and other policyholders’

HADIHHES + « e e e e v s evnnvenconnsasennsssosnsesssssnsensonsstsnssssnaanse 56,151 22,877 31,932
General account policy fee COME . vevvuvnvuirraronrrrrarnennrnnrnerenes (50,286) (56637) (48,401)
Interest credited to policyholders’ account balances . ...c.cvovruvenrarearaenens 118,246 126,926 113,711
Net decrease (increase) in Separate ACCOURES ... ovverarerssrsarsnnnreecenreess (38,025) (3,520) (4,121)
Net realized investment (Zains) 10SSES «vvvveverervieriraracririrsrnaarararens (10,835) (13,200) 41,074
Amortization and other non-cash items .. .vocvenvisrvenrracariririaannaeese 26,709 (8,106) 6,228
Change in:

Accroed iNVeStNENnt COME « « v v v vsvvrenrasserrarstarostnsnssnsransaraes (2,248) (480) (2,597)

Premitims QUE o« o v v v evavrannnsssesnsanessssssnessoasaostosasaroneses (2,717) (1,957) (1,374

Receivable from affiiates . ...vvvevrriaereererarciestansacntsatinanen. 6,374 (758) (637)

Note receivable from affiliate .......oeevuencririirenaiirniriiiririen s — —_ 50,000

Deferred policy 2CQUISIHON COSTS + v v v v vvnneerervunnranneserarenaeregeed (66,183) 31,318 34,124

Federal income tax TeCeivable .. ...vvevrieraesronresrasroncocassasninens (816) 12,031 (28,908)

OtHEL ASSELS « o v v v e vnenerocenassnetonssnssossesaraasansarencesaafofonse (6,522) (12,689) (11,121)

Payable t0 affiliate ... vvvevnnrieniiian e e 10,145 11,327 (24,029)

Deferred federal income tax payable ....o.vveviriiieorarien e B T 7,912 30,779 —

Other HAbIlIES + v v v vvevvevrerreonaenonanancnsssaserhulerdosecronnnes 17,703 (61,306) (5,293)

Cash Flows From Operating ActiVIties . ....oovvririviinremmeriborranenenaeres 214,830 229,249 232,483
Cash Flows From Investing Activities:
Proceeds from the sale/maturity of:

Fixed maturities:

Held tomAaturity . .vveerevevninvenegediBeesioreraenarcsenseeanaanecey 138,127 144,898 2,710,423
Available FOrsale «..vvvevererverose™ihoecasesarosseararcracesanons 3,886,254 1,886,687 —_

Equity securities .. .o vvvveveerern @it 7,527 5,557 1,910

MOTEAZE J0ANS « « v v e vvovene @ s vvnnnsnnanessuiseannenasainones 19,226 7,395 10,821

Other long term iNVESMENTS .o @M 5o « ot vruaransensctasiarausnrstree 288 1,559 607

Tnvestment 762l €SIALE . v A e e Nyeessvrrronaranrerscssanstonsssrssantonas 4,488 2,926 8,677
Payments for the purchase of:

Fixed maturities:

Held to maturity W N T v (114,494) (135,092) (2,561,082)
Available For saleN ¥ ot v v it s e (4,008,810) (1,741,139) —_

EqUity SECUIHES wd o+ v v v eree ettt (4,697) (4,279) (2,436)

Mortgage IofHS, ™7 . oo oo v vse e v rees et aiie e —_ — (35,276)

Other Jongterm INVEStMENtS .+« ovveverreririrrnreeenenieosrunanesennee (657) (1,674) (1,584)

POlCY L0ANS ™71 o v e v e ettt i e (70,509) (75,411) (73,591)
Net\proceeds (payments) of short term INVESHIMENLS & evvvvveerronercoacrsasasnse 58,186 (36,482) 9,845
CasH Flows From Investing ACHVIHES ... viiveeeeneinnioiireniannneninrneens (85,071) 54,945 68,314
Cash Flows From Financing Activities:
Policyholders’ account balances:
DIEPOSIS e« v v vusasnnnserusetsanserinarstaraasstiisoannanersennes 536,370 95,039 114,105
Withdrawals (net of transfers to/from separate aCCOURLS) «..vevnoraveernerannns (633,798) (365,578) (387,793)
Cash Flows From Financing ACtVities .......coevereviiiiiiniaeniriranranees (97,428) (270,539) (273,688)
Netincrease i Cash o v v v v vveevneererseessronsssrasoresnssaesnastscorsases 32,331 13,655 27,109
Cash, beginning Of YEar ... .v.vevrcrerusreeiansrnanenserosenaasaenecees 41,435 27,780 671
CASH,END OF YEAR ... 0uiviitnurenrrentiansenaotnuasnorstossonesanssess $ 73,766 $ 41,435 $ 27,780
Supplemental Disclosures of Cash Flow Information
INCOME tAXES PRI <+ <« o v even v s raanerassrasnosaserraserarestacaanoarees $ 61,760 $ 53,107 $ 56,089

See Notes to the Consolidated Financial Statements
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS OF
PRUCO LIFE INSURANCE COMPANY AND SUBSIDIARIES
December 31, 1296, 1995, and 1994

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND PRINCIPLES

A. Principles of Consolidation

The accompanying consolidated financial statements include the accounts of Pruco Life Insurance Company.(Pruco
Life), a stock life insurance company, and its subsidiaries (collectively, the Company). Pruco Life is a wholly.ewned
subsidiary of The Prudential Insurance Company of America (Prudential), a mutual life insurance company. The
Company markets individual life insurance and deferred annuities primarily through Prudential’s salés force in the
United States, and in Taiwan. All significant intercompany balances and fransactions haye/been eliminated in
consolidation.

B. Basis of Presentation

The Financial Accounting Standards Board (FASB) issued Interpretation No 40" Applicability of Generally
Accepted Accounting Principles to Mutual Life Insurance and Other Enterprises”, as amended by Statement of
Financial Accounting Standards (SFAS) No. 120 “Accounting and Reporting by Mutual Life Insurance Enterprises
and by Insurance Enterprises for Certain Long-Duration Participating Contracts™, effective for fiscal years beginning
after December 15, 1995. Financial statements of mutual life insuranc€¢ompanies, and their wholly owned stock life
insurance subsidiaries, for periods beginning after December 15, 1995 which are prepared on the basis of statutory
accounting practices will no longer be characterized as in conformity with generally accepted accounting principles
(GAAP). As aresult, the Company has prepared its 1996 consolidated financial statements in accordance with all
applicable GAAP pronouncements. The 1995 and 1994 eonsolidated financial statements, which were previously
prepared on the statutory basis of accounting, have be¢nrestated in accordance with GAAP. The cumulative effect of
adopting GAAP as of January 1, 1994 was an increase in retained earnings of $378.3 million. See Note 7 for a
reconciliation of the Company’s surplus and net“income determined in accordance with statutory accounting
practices with equity and net income determined on a GAAP basis.

On January 1, 1995, the Company adopted SFAS 115, “Accounting for Certain Investments in Debt and Equity
Securities,” which expanded the use/of fair value accounting for those securities that a company does not have
positive intent and ability to held te maturity. Implementation of this statement decreased stockholder’s equity by
$39.8 million net of deferred inicome tax benefit of $21.4 million. In 1994 prior to the adoption of SFAS 115, all fixed
maturities were carried at.antortized cost.

C. Investments

Fixed Maturities~+Securities held to maturity are those that the Company has the positive intent and ability to hold to
maturity and,are principally reported at amortized cost. Amortized cost is adjusted to estimated fair value for
impairments which are deemed to be other than temporary.

Where the Company may not have the positive intent to hold fixed maturities until maturity, the securities are
classified as “Available for Sale.” These securities are reported at market value based principally on their quoted
market prices. The associated unrealized gains and losses, net of income taxes and deferred policy acquisition costs,
are included as a component of equity or if deemed to be other than temporary, are included as a realized loss.

Equity Securities consist primarily of common and preferred stocks. Marketable equity securities are reported at
market value based principally on their quoted market prices. Cost basis of the equity securities is $3.9 million and
$5.3 million as of December 31, 1996 and 1995, respectively. The associated unrealized gains and losses are included
as a component of equity.

Mortgage Loans and Policy Loans are stated primarily at unpaid principal balances, net of unamortized discounts.
Interest income is recognized as net investment income earned.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS OF
PRUCO LIFE INSURANCE COMPANY AND SUBSIDIARIES
December 31, 1996, 1995, and 1994

Investment Real Estate acquired through foreclosure during 1994 was sold in 1996 for $4.5 million.

Other Long Term Investments, which consist of limited partnerships, are valued at the aggregate net equity in the
partnerships. Certain investments in this category were non-income producing at December 31, 1995. These
investments were $.3 million at December 31, 1995. There were no non-income producing investments at
December 31, 1996 and 1994,

Partnership and joint venture interests in which the Company does not have control and a majority econemiic interest
are reported on the equity basis of accounting. Non real estate related interests of $4.5 million and $4.1-million are
included in other long term investments, at December 31, 1996 and 1995, respectively. The Company’s share of net
income from such entities was $1.4 million, $.3 million, and $1.9 million for the years endédDecember 31, 1996,
1995, and 1994, respectively, and is reported in net investment income.

Realized investment gains and losses are reported based on specific identification of the.nvestments sold.
Short-term investments are fixed maturities that mature within one year, and are réported at estimated fair value.

D. Revenue Recognition and Related Expenses

Universal life contracts are long duration life insurance contracts that involyesignificant mortality and morbidity risk
with both fixed and guaranteed terms. Investment contracts are long dfiration contracts that do not subject the
insurance enterprise to risks arising from policyholder mortality op-merbidity. Amounts received as payments for
these contracts are reported as deposits to policyholders’ account balances. Revenues from these contracts consist
primarily of amounts assessed during the period against policyliolders’ account balances for mortality charges, policy
administration fees and surrender charges. Policy benefits and claims that are charged to expenses include benefit
claims incurred in the period in excess of related policyholders’ account balances.

Premiums, policy benefits and claims from tradifiotial life and annuity policies, generally are recognized in
operations when due.

E. Deferred Policy Acquisition Costs

Acquisition costs consist of commissions and other costs which vary with and are primarily related to the production
or acquisition of new business. Acquisition costs related to universal life products and investment-type contracts are
deferred and amortized in proportion to total estimated gross profits arising principally from investment results,
mortality, expense margins and surrender charges based on historical and anticipated future experience. Amortization
of deferred policy acquisitiof cests was $9.3 million, $54.4 million, and $76.0 million for the years ended December
31, 1996, 1995, and 1994; respectively. Deferred policy acquisition costs are analyzed to determine if they are
recoverable from futieincome, including investment income. If such costs are determined to be unrecoverable, they
are expensed at the'time of determination. The effect on the deferred policy acquisition asset that would result from
realization of usitealized investment gains (losses) is recognized with an offset to unrealized investment gains (losses)
in consolidated stockholder’s equity.

F. Future Policy Benefits and Policyholders’ Account Balances

Benefit réserve liabilities for payout annuities such as matured deferred annuities and supplementary coniracts
represent the present values of estimated future benefits payments and related expenses. Present values for these
contracts are computed using interestrates ranging from 6.5% to 11%. The mortality assumption for these contracts is
the 83 TAM tables. Reserves for supplementary benefits are stated at interest rates that vary from 4% to 6.5% using
mortality and morbidity assumptions either from company experience or various actuarial tables.

When liabilities for future policy benefits plus the present value of expected future gross deposits are insufficient to
provide expected future policy benefits and expenses, unrecoverable deferred policy acquisition costs are written off
and thereafter, if required, a premium deficiency reserve is established as a charge to income.

Policyholders’ account balances for universal life and investment-type contracts are equal to the policy account

values. The policy account values represent an accumulation of gross deposits plus interest credited less expense and
mortality charges and withdrawals.

Interest crediting rates on life insurance products range from 3.35% to 7%.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS OF
PRUCO LIFE INSURANCE CCMPANY AND SUBSIDIARIES
December 31, 1996, 1995, and 1994

G. Separate Accounts

Separate Accounts represent funds for which investment income and investment gains and losses accrue directly to,
and investment risk is borne by, the policyholders, with the exception of the Pruco Life Modified Guaranteed Annuity
Account. The Pruco Life Modified Guaranteed Annuity Account is a non-unitized separate account, which funds the
Modified Guaranteed Annuity Contract and the Market Value Adjustment Annuity Contract. Owners of the Prucé
Life Modified Guaranteed Annuity and the Market Value Adjustment Annuity Contracts do not participaté/in the
investment gain or loss from assets relating to such accounts. Such gain or loss is borne, in total, by the Company.

All Separate Account assets are carried at market value. Deposits to all Separate Accounts are reported a$ increases in
Separate Account liabilities, which equal the Separate Account policy account fund values. Charges assessed against
policyholders’ account balances for mortality, policy administration and surrender charges arelincluded in policy
charges and fee income. Mortality and expense risk charges are applied against the policyholders’ account balance.
The Separate Account assets are legally segregated and are not subject to claims that arige.otit of any other business of
the Company.

H. Estimates

The preparation of financial staterents requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the réporting period. Actual results could differ
from those estimates.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS OF

PRUCO LIFE INSURANCE COMPANY AND SUBSIDIARIES
December 31, 1996, 1995, and 1994

2. FIXED MATURITIES

Gross unrealized gains and losses for securities classified as Held to Maturity and Available for Sale, by major

security type, are as foillows:

Held to Maturity

U.S. Treasury securities and obligations of U.S.
government corporations and agencies .............

Foreign governmentbonds ...........ooviiiiiit

Corporate SECUrIties . vvvvvervnenaeenurinniiiianns

Mortgage-backed securities ..........oiiiiiiiiien

Other fixed maturities ........covveciineieensnn.

Available For Sale

U.S. Treasury securities and obligations of U.S.
government corporations and agencies ¢ ..........

Foreign government bonds ........ <Nt oeiant

Corporate securities ...... ... 4.,

Mortgage-backed securities ... ..\A. oot

Other fixed MAtuIities .. ..o N v rererereenaanss
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December 31, 1926
Gross Grass
Amortized Unrealized  Unrealized Fair
Cost Gains Losses Value
(680°s)
$ — $ 2Ys— 5 —
405,731 10,947 576 416,102
$405,731 $10,947 $576 $416,102
December 31, 1926
Gross Gross
Amortized Unrealized  Unrealized Fair
Cost Gains Losses Value
000%)
$ 32,055 $ 30 $ 174 $ 31911
90,447 857 205 91,099
2,087,250 30,365 4,206 2,113,409
398 — — 398
$2,210,150 $31,252 $4,585 $2,236,817




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
PRUCO LIFE INSURANCE COMPANY AND SUBSIDIARIES
December 31, 1996, 1995, and 1994

OF

December 31, 1995
Gross Gross
Amortized Unrealized  Unrealized Fair
Cost Gains Losses Value
(030°s)
Held to Maturity
U.S. Treasury securities and obligations of U.S.
government corporations and agencies ............. $ — $ — $ — 3 —
Foreign governmentbonds .........cccovveiiin. — —_ — . —_—
Corporate SeCUurities «.vvvvveverrereerurrernannsa. 437,727 18,629 1,805 454,551
Mortgage-backed securities ............cc0iiiiii., —_ — [ —
Other fixed maturities ................ e —_ — — —
B e | $ 437,727 $18,629 «~$1,805 $ 454,551
December 31, 1995
Gross Gross
Amortized Unrealized  Unrealized Fair
Cost Gains Losses Value
(000°%)
Available For Sale
U.S. Treasury securities and obligations of U.S.
government corporations and agencies ............. $ 324,854 $680 $ 61 $ 331,623
Foreign governmentbonds ........................ 73,042 3,055 — 76,097
Corporate SECUrities «..vvvvereen e nrnenennnnnnns 1,507,248 54,545 2,168 1,559,625
Mortgage-backed securities ........vovveeiieiiaa N 169,190 8,717 3908 177,509
Other fixed maturities .........covvvvnvvvn o .. — — — —
Total ..o e e N $2,074,334 $73,147  $2,627 $2,144,854




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS OF
PRUCQ LIFE INSURANCE COMPANY AND SUBSIDIARIES

December 31, 1996, 1995, and 1994

The amortized cost and estimated fair value of fixed maturities at December 31, 1996, categorized by contractual
maturity, are shown below. Actual maturities will differ from contractual maturities because borrowers may prepay
obligations with or without call or prepayment penalties.

Held to Maturity

Dueinone year orless .. .ovvvevvienniiriiriirnieaeeien,
Due after one year through five years ...........c.oovivene feeenes
Due after five years through ten years
Due after ten YEars «..vvuueerveerenteonceratsrsrannaaessessns

Mortgage-backed securities

OtAl © ottt s e teeeesesnsaeseesosorasesnsnssonsasasaens

Available For Sale

Dueinone year orless .....ooveeeeneniiniiaii s Nt
Due after one year through five years
Due after five years through ten years
DUe after teN YEAS o v v v v vvvvnenvonnenassaaaecnerneanaaaseonss

Mortgage-backed securities

4 o, 71 (AR . A

----------------------------

....................................

----------------------------

-----------------------

....................................

December 31, 1996

Estimated

Amortized Fair
__ Cost o Value

(000°s)
$ 28,653 $ 28762
156,013 158,183
194,765 202,766
26:300 26,3_91
$5.405,731 $ 416,102
December 31, 1596

Estimated

Amortized Fair
_ Cost __ Value

(009’s)

$ 130,400 $ 131,301
1,561,854 1,578,979
398,090 404,920
119,408 121,219
398 398
$2,210,150 $2,236,817

Proceeds from the sale of fixed maturities during 1996, 1995, and 1994 were $3.8 billion, $1.8 billion, and $2.6
billion, respectively. Gross gains,of $28.7 million, $28.8 million, and $16.8 million and gross losses of $19.7 million,
$17.5 million, and $49.8 million were realized on those sales during 1996, 1995, and 1994, respectively.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS OF
PRUCO LIFE INSURANCE COMPANY AND SUBSIDIARIES
December 31, 1996, 1995, and 1994

3. Net Investment Income

Net investment income consists of:
Gross investment income
Fixed maturities
Heldtomaturity .........coviviivnniennnn.,

Available for sale

Equity Securities « oo viv it it e i
Mortgage loans . . .......ciiiiie ittt
Investmentrealestate .............cooiv i,

Policy loans

Short term investments

Other

Investment expenses

....................................

...........................

....................................

Year Ended December 31,

Net investment income

.............................

4, Investment Gains (Losses)

Realized investment gains (losses)

Fixed maturities—Available for sale

...............

Equity securities ... ..o vvviin i LN e
Mortgageloans . ......ovvenevn ot Aot
Investmentrealestate . ....... %" oot

Other

Realized investment gains (losses)

------------------------------------

......................

Net unrealized investment gains
(losses), beginning of period
Net unrealized investment gains (losses)

-------

Fixed maturities—Available forsale ...............

Equity securities . ............

Deferred income tax benefit (provision)
Deferred policy acquisition costs
(net of deferred income taxes)

Net change in unrealized investment gains (losses)
Adoption of SFAS 115 ... ..........

Net unrealized investment gains (losses), end of period

..................

..................
.........

..................

......
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1996 1995 1924
©00°s) '
$ 33,419 $ 33,458 $196,909
152,445 160,740 —
44 104 14
5,669 7,757 4,041
613 647 2,146
33,449 29,775 25,692
16,780 15,092 12,676
9,438 - 3,049 5,075
251,857 251,522 246,553
(4,529) (4,904) (5,421)
$247,328 $246,618 $241,132
Year Ended December 31,
1996 1995 1994
©00°s) -
$ 9,036 $ 11,359 $(38,180)
781 2,020 503
1,677 (90) (4,581)
487 99) 1,184
(1,146) 10 —_
$ 10,835 $ 13,200 $(41,074)
Year Ended December 31,
1996 1995 1994
(000’s)
$ 30,836 $ (1,349) $ -_
(43,853) 131,712 —
1,403 827 (2,108)
(42,450) 132,539 (2,108)
15,398 47,714 759
8,618 (12,878) _
(18,434) 71,947 (1,349)
—_ (39,762) —
$ 12,402 $ 30,836 (1,349)




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS OF
PRUCO LIFE INSURANCE COMPANY AND SUBSIDIARIES
December 31, 1996, 1995, and 1954

5, Fair Value Information

The fair value amounts have been determined by the Company using available information and reasonable valuation
methodologies. Considerable judgment is applied, as necessary, in interpreting data to develop the estimates of fair
value. Accordingly, the estimates presented may not be realized in a current market exchange. The use of different
market assumptions and/or estimation methodologies could have a material effect on the estimated fair values,

The following methods and assumptions were used in calculating the fair values.

Fixed Maturities—Fair values for fixed maturities, other than private placement securities, are based on quoted
market prices or estimates from independent pricing services. Fair values for private plagemient securities are
estimated using a discounted cash flow model which considers the current market spreads between the U.S. Treasury
yield curve and corporate bond yield curve adjusted for the type of issue, its current\quality and its remaining
average life.

Equity Securities—TFair value is based on quoted market prices.

Mortgage Loans—The fair value of the mortgage loan portfolio is primarily ‘based upon the present value of the
scheduled cash flows discounted at the appropriate U.S. Treasury rate, adjusted for the current market spread for a
similar quality mortgage.

Policy Loans—The estimated fair value is calculated using a discounted cash flow model based upon current U.S.
Treasury rates and historical loan repayments.

Policyholders’ Account Balances—Fair values for policyholders’ account balances are equal to the policy account
values.

Short-term Investments—Fair values for short-term investments are based on quoted market prices or estimates from
independent pricing services.

The following table discloses the carrying.amounts and estimated fair values of the Company s financial instruments
at December 31, 1996 and 1995:

1996 1995
Carrying Value Fair Value Carrying Value Fair Value
(060’s)
Financial Assets:
Fixed maturities:
Held tofmaturity ............... $ 405,731 $ 416,102 $ 437,727 $ 454,551
Available forsale .............. 2,236,817 2,236,817 2,144,854 2,144,854
Mortgageloans . . c.oovvvvvrevienaes 46,915 46,692 64,464 63,635
Policydoans .........ccevvvinnnee. 639,782 623,218 569,273 577,975
Equity securities .......cvvveiinies 3,748 3,748 4,036 4,036
Short-term investments ............. 169,830 169,830 228,016 228,016
Financial Liabilities:
Policyholders’ account balances ...... $2,188,862 $2,188,862 $2,218,330 $2,218,330
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS OF
PRUCO LIFE INSURANCE COMPANY AND SUBSIDIARIES
December 31, 1996, 1995, and 1994

6. Income Taxes

The Company is a member of a group of affiliated companies which join in filing a consolidated federal income tax
return in addition to separate company state and local tax returns. The Internal Revenue Code limits the amount of
nonlife insurance losses that may offset life insurance company taxable income. Companies operating outside the
United States are taxed under applicable foreign statutes.

Pursuant to the tax allocation arrangement, total federal income tax expense is determined on a separate dompany
basis. Members with losses record tax benefits to the extent such losses are recognized in the consolidated federal tax
provision. The Company has a net receivable from Prudential of $7.2 million and $6.4 million as 6f\December 31,
1996 and 1995, respectively.

Deferred income taxes are generally recognized when assets and liabilities have différent values for financial
statement and tax reporting purposes.

The components of income taxes are as follows:

Year Ended December 31,
1996 1995 1994
(000%)
Current income tax provision:
Federal inCome taX . ...vvvvvvvnnnnnnnnnnnennnnenss? $ 59,489 $ 65,131 $ 59,641
State and local InCOMEtaX ...vvvivernnneennnneachoh. 703 1,876 3,036
Foreignincome tax .........cevveenvinvennreibunen. 4 7 7
Total current inCome tax .....vvvvvrenen e Mrdeerenns 60,196 67,014 62,684
Deferred income tax provision (benefit):
Federal income tax ....covovvirvnnree Nt eenennnnnns 18,413 12,196 (14,246)
State and local income tax ......... L. .. ... . ..., 526 348 (407)
Total deferred income tax ... ;@ e cereerrinenrennns 18,939 12,544 (14,653)
Total income tax Provision .. ... o .. e ereinerronnasno $ 79,135 $ 79,558 $ 48,031

The income tax provision is'different from the amount computed using the expected federal income tax rate of 35%
for the following reasons:

Year Ended December 31,
1996 1995 1994
(000%)
Expected/federal income tax eXpense .................... $ 79,926 $ 81,271 $ 45,474
State MICOME tAXES & v v vvvvnveroonennnsoreeenennoesnnes 1,229 2,224 2,629
Other’ ............... ettt e e (2,020) (3,937) (72)
Total income tax provision ..........vvvviunn... e $ 79,135 $ 79,558 $ 48,031
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS OF
PRUCO LIFE INSURANCE COMPANY AND SUBSIDIARIES
December 31, 1996, 1995, and 1994

“The components of net deferred income taxes payable are as follows:

Year Ended December 31,
1996 1995
(000%s)
Deferred Income Tax Assets
Tnsurance Habilities . ..vvvvivrinnine ittt iniereretennnseenans $ 38,532 $,40,732
L 31 — —_
Total deferred INCOME tAX @SSELS . ..ot vvrunersvrrenseennnnoeroennsnenes $ 38,532 $40,732
Deferred Income Tax Liabilities
Deferred acquisition COSIS ... vvvtrnine et it ierererereeneennnns $173,785 $153,526
Net investment GaiMs - . ..vvuinereieeinneerernnuneernnnnerneesnensssty 12,502 28,157
L0 13 7= (A P 9 1,205 97
Total deferred income tax liabilities ..........ovviiiinneriennnnneer it 187,492 181,780
Deferred federal income tax payable ............... ... ... PR N/ $148,960 $141,048

The Internal Revenue Service (the “Service”) has completed examiinations of the consolidated federal income tax
returns through 1989. The Service is examining the years 1990(hrough 1992. Discussions are being held with the
Service withrespect to proposed adjustments. However, management believes there are adequate defenses against, or
sufficient reserves to provide for, such adjustments.



NOTES TO THE CONSOLIBATED FINANCIAL STATEMENTS OF
PRUCGO LIFE INSURANCE COMPANY AND SUBSIDIARIES
December 31, 1996, 1995, and 1994

7. Stockholder’s Equity Reconeiliation

The reconciliation of statutory net income to GAAP net income, and statutory surplus to GAAP equity as of
December 31, 1996, 1995, and 1994 are as follows:

19% 19295 1994
(000’s)

Statutory DELiNCOME .. vvvvvennnrerernnrnnreennnnnnn. $ 73,847 $ 157,751 $ 52955
Deferred acquisition costs ........vvvivueiiivannas. 48,862 6,103) (34,1249
Deferred premium ........ovviiinin e iiinann., 1,295 (743) 1,122
Insurance liabilities ........cccviiiiviiiinnnnn.. 10,211 22,890 31,780
INCOmME taXES .+ oivtit it ittt i i, (7,780) (27,669) 42,755
Interest maintenance 1€SeIve .. ...vvvvnrinnvornnna.n 365 - 5,480 (24,704)
Separate accountsandother ................ ... ..., 22,422 1,038 12,111

GAAPNELINCOME ... ivtir it ieieeieeaneiranneennns $ 149,222 $ 152,644 $ 81,895

Statutory SUrPIUS ..o r v vt e e $ <901,645 $ 829,022 $ 676,087
Investmentvaluation .........ovvevvnennnen.. N 26,678 70,776 —
Deferred acquisition Costs .......covvenneeren N, 633,159 566,976 598,294
Deferred premium .........covvvvinnen o ONTLL L (11,859) (13,154) (12,412)
Insurance labilities ...........cc i ma it (124,781) (153,995) (71,076)
InCometaxes ...vvvvvnenverennnnene e, (124,323) (128,070) (82,167)
Asset valuation reserve and interest

MAINTENANCE TESEIVE v v v v v v evn e s P e e en e nneeenns 68,733 64,551 23,690
171 30,229 32,087 (49,052)
GAAP stockholder’sequity ... NN oo, $1,398,981 $1,268,193 $1,083,364

The New York State Insurance Department (‘“Department”) recognizes only statutory accounting for determining
and reporting the financial condition and results of operations of an insurance company, for determining its solvency
under the New Yérk Insurance Law, and for determining whether its financial condition warrants the payment of a
dividend to its\Stockholders. No consideration is given by the Department to financial statements prepared in
accordance with generally accepted accounting principles in making such determinations.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS OF
PRUCQO LIFE INSURANCE COMPANY AND SUBSIDIARIES
December 31, 1996, 1995, and 1994

8. Related Party Transactions

A. Service Agreements

The Company, Prudential, and Pruco Securities Corporation, an indirect wholly-owned subsidiary of Prudential,
operate under service and lease agreements whereby services of officers and employees, supplies, use of equipment
and office space are provided. The net cost of these services allocated to the Company were $102 million, $98 million
and $78 million for the years ended December 31, 1996, 1995, and 1994, respectively.

B. Pension Plans

The Company is a wholly-owned subsidiary of Prudential which sponsors several defined-benefit pension plans that
coversubstantially all of its employees. Benefits are generally based on career average earnings and credited length of
service. Prudential’s funding policy is to contribute annually the amount necessary;to.satisfy the Internal Revenue
Service contribution guidelines.

No pension expense for contributions to the plan was allocated to the Company/in 1996, 1995, or 1994 because the
plan was subject to the full funding limitation under the Internal Revene’Code. :

C. Postretirement Life and Health Benefits

Prudential also sponsors certain life insurance and health caré benefits for its retired employees. Substantially all
employees may become eligible to receive a benefit if they retire after age 55 with at least 10 years of service.
Prudential elected to amortize its obligation over twenty, years. A provision for contributions to the postretirement
fund is included in the net cost of services allocated to the Company discussed above for the years ended
December 31, 1996, 1995, and 1994.

D. Reinsurance

The Company currently has three reirisifance agreements in place with Prudential (the reinsurer). Specifically:
_ reinsurance Group Annuity Contract; whereby the reinsurer, in consideration for a single premium payment by the
Company, provides reinsurance'eqial to 100% of all payments due under the contract, and two yearly renewable term
agreements in which the Company may offer and the reinsurer may accept reinsurance on any life in excess of the
Company’s maximum limjtefretention. The Company is not relieved of its primary obligation to the policyholder as
aresult of these reinsutdnce transactions. These agreements had no material effect on net income for the years ended
December 31, 1996,71995, and 1994.

9. Contingencies

Several,actions have been brought against the Company on behalf of those persons who purchased life insurance
policies based on complaints about sales practices engaged in by Prudential, the Company and agents appointed by
Prudential and the Company. Prudential has agreed to indemnify the Company for any and all losses resulting from
such litigation.

10. Dividends

The Company is subject to Arizona law which limits the amount of dividends that insurance companies can pay to
stockholders. The maximum dividend which may be paid in any twelve month period without notification or approval
islimited to the lesser of 10% of surplus as of December 31 of the preceding year or the net gain from operations of the
preceding calendar year. Cash dividends may only be paid out of surplus derived from realized net profits. Based on
_ these limitations and the Company’s surplus position at December 31, 1996, the Company would be permitted a
maximum of $48 million in dividend distribution in 1997, all of which could be paid in cash, without approval from
The State of Arizona Department of Insurance.



REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors of
Pruco Life Insurance Company

In our opinion, the accompanying consolidated statement of financial position and the related consolidated
statements of operations, of stockholder’s equity and of cash flows present fairly, in all material respects, the financial
position of Pruco Life Insurance Company and its subsidiaries at December 31, 1996, and the results of their
operations and their cash flows for the year in conformity with generally accepted accounting principles. These
financial statements are the responsibility of the Company’s management; our responsibility is to express an@pirtion
on these financial statements based on our audit. We conducted our audit of these statements in accordance with
generally accepted auditing standards which require that we plan and perform the audit to obtain reasondble-assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, assessing the accointing principles used
and significant estimates made by management, and evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis for the opinion expressed above.

PRICE WATERHOUSE LLP
New York, New York
March 21, 1997
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INDEPENDENT AUDITORS’ REPORT

To The Board of Directors of
Pruco Life Insurance Company
Newark, New Jersey

We have audited the accompanying consolidated statement of financial position of Pruco Life Insurance Company
and subsidiaries as of December 31,1995, and the related consolidated statements of operations, stockholder’s equity
and cash flows for the years ended December 31, 1995 and 1994. These financial statements are the responsibility of
the Company’s management. Our responsibility is to express an opinion on the financial statements based,on our
audits. :

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstaternent. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We'believe that our audits provide
a reasonable basis for our opinion,

In our opinion, the accompanying financial statements presents fairly, in all material respects, the consolidated
financial position of Pruco Life Insurance Company and subsidiaries as of December 31, 1995, and the consolidated
results of operations and cash flows for the years ended December 31,1995 and 1994 in conformity with generally
accepted accounting principles.

As discussed in Note 1 to the consolidated financial statements; the Company hasretroactively adopted all applicable
generally accepted accounting principles relating to stock.life insurance subsidiaries of mutual life insurance
companies and has changed, as of January 1, 1995, the'method of accounting for fixed maturity investments.

DELOITTE & TOUCHE LLP
Parsippany, N.J.
December 19, 1996
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