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PROSPECTUS 
May 1, 2013 
For certificates effective on or before 12/31/2008 
 
PRUDENTIAL VARIABLE CONTRACT ACCOUNT GI-2 
 

AICPA Group Variable Universal Life  
for Members 
 
This prospectus describes a flexible premium variable universal life insurance contract, the Group Variable 
Universal Life Contract offered by The Prudential Insurance Company of America, a stock life insurance company. 
 
You may choose to invest your Contract's premiums and its earnings in one or more of 18 variable investment options 
of the Prudential Variable Contract Account GI-2 (the “Account”).  For a complete list of the variable investment 
options, their investment objectives, and their investment advisers, see The Funds. 
 
You may also choose to invest your Contract’s premiums and its earnings in the fixed rate option, which pays a 
guaranteed interest rate.  See The Fixed Account. 
 
Please Read this Prospectus.  Please read this prospectus carefully and keep it for future reference. This document 
is followed by prospectuses for each of the Funds that will be available to you under your group program.   This 
prospectus may be accompanied by a supplement that describes the unique features of the particular Group Contract 
and Certificates. For those Group Contracts, the prospectus and the supplement together provide all the information 
you need to know about Group Variable Universal Life Insurance and you should read them together.  Current 
prospectuses for each of the underlying mutual funds accompany this prospectus.  These prospectuses contain 
important information about the mutual funds.  Please read these prospectuses and keep them for reference. 
 
Neither the Securities and Exchange Commission (“SEC”) nor any state securities commission has approved 
or disapproved of these securities or determined that this Contract is a good investment, nor has the SEC 
determined that this prospectus is complete or accurate.  It is a criminal offense to state otherwise. 
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SUMMARY OF CHARGES AND EXPENSES 
 

Capitalized terms used in this prospectus are defined where first used or in the DEFINITIONS OF SPECIAL TERMS 
USED IN THIS PROSPECTUS. 
 
Expenses other than Portfolio Expenses 
 
The following tables describe the maximum fees and expenses that you could pay when buying, owning, and 
surrendering the Certificate.  Generally, our current fees and expenses are lower than the maximum fees and 
expenses reflected in the following tables.  For more information about fees and expenses, see CHARGES AND 
EXPENSES. 
 
The first table describes maximum fees and expenses that we deduct from each premium payment, and 
maximum fees we charge for transactions and riders. 
 

 Transaction Fees  

Charge When Charge is Deducted Maximum Guaranteed Charge 
Charge for Taxes Attributable 
to Premiums1 

 

This charge is deducted from 
each premium when the 
premium is paid. 

Currently, the maximum is 0.00% of each 
premium payment. 

Withdrawal Charge This charge is assessed on a 
Withdrawal. 

 

Maximum charge - $20 
Current charge - The lesser of $10 and 2% of 
the amount withdrawn.   

Transfer Charge This charge is assessed when 
transfers between investment 
options exceed 12 in a 
Certificate Year. 

Maximum charge - $20 per transfer after the 
twelfth. 
Current charge - $10 per transfer after the 
twelfth. 

Quarterly Report Reprint 
Charges 

This charge is assessed when a 
quarterly report is reprinted for a 
period that ended more than a 
year ago. 

Maximum charge - $5 
Current charge - $2.50  

1. For these purposes, “taxes attributable to premiums” shall include any federal, state or local income, premium 
excise, business, or any other type of tax (or component thereof) measured by or based upon the amount of 
premium received by Prudential.  In some states, this is called a premium based administrative charge.  
Currently, the taxes paid for this Certificate are reflected as a deduction in computing Premium Refunds. 
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The second table describes the fees and expenses that you will pay periodically during the time you own the 
Certificate, not including the Funds’ fees and expenses. 
  

Periodic Charges Other Than the Funds’ Operating Expenses 

Charge When Charge is 
Deducted Amount Deducted 

Account Charge for Variable Investment 
Options (for Mortality & Expense Risk) 

Daily Maximum - 0.90%1 of the amount of assets 
in the variable investment options. 
Current – 0.45%1 of the amount of assets in 
the variable investment options. 

Charge for Administrative Expenses 
 

Monthly Maximum charge - $4.00 
Current charge - $0.00 

Cost of Insurance2,3:   

        Minimum and Maximum  
        Guaranteed Charge 

Monthly Maximum - $83.33 
Minimum -  $0.02 
 

        Charge for a Representative 
        Participant 

Monthly Representative guaranteed charge - $0.424 
 

Net Interest on Loans5 Annually Maximum - 2% 
Current – 1% 

Additional Insurance Benefits3:   

        Child Term Insurance Deducted from the 
annual refund, if any 

Maximum - $6.006 
Minimum -  $6.006 

 
         
 

 Representative current charge - $6.007 

        Accidental Death & Dismemberment Monthly Maximum - $0.036 
Minimum -  $0.026 

 
    Representative current charge - $.027 

        Waiver Benefit Monthly Maximum - $0.076 
Minimum -  $0.0026 

 
    Representative current charge - $.017 

1. The daily charge is based on the effective annual rate shown. 
2. The Cost of Insurance (“COI”) charge varies based on individual characteristics.  The amounts shown in the table may 

not be representative of the charge that a Participant will pay.  You may obtain more information about the particular 
COI charges that apply to you by contacting Aon Benfield Securities, Inc. 

3. The charges shown for Cost of Insurance and Additional Insurance Benefits are expressed as rates per $1,000 of Net 
Amount at Risk.  The Child Term Insurance is expressed as a rate per unit.  The unit is a $10,000 benefit. 

4. The representative current charge for cost of insurance and accidental death & dismemberment is a sample rate 
currently charged for a 46 year old Covered Person, who is a male AICPA member in the Select rate class. 

5. The net interest on loans reflects the additional interest you pay above the effective annual interest we credit to your 
loan.  The loan interest crediting rate will generally be equal to the Fixed Account crediting rate. 

6. This is the rate currently charged. The contract does not specify a guaranteed maximum or minimum rate for additional 
insurance benefits. 

7. The representative current charge for additional insurance benefits are sample rates currently charged. 
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Portfolio Expenses 
 
This table shows the minimum and maximum total operating expenses charged by the Funds that you will 
pay periodically during the time you own a Certificate.  More detail concerning each Funds’ fees and expenses is 
contained in the prospectus for each of the Funds 
 

Total Annual Fund Operating Expenses Minimum Maximum 

These are expenses that are deducted from the Funds’ assets, including 
management fees, any distribution [and/or service] (12b-1) fees, and other 
expenses, but not including reductions for any fee waiver or other reimbursements. 

0.37% 1.60% 

      
 

SUMMARY OF THE 
CONTRACT AND CONTRACT 

BENEFITS 
 
Brief Description of the Group Variable Universal Life Insurance Contract 
 
This document is a prospectus. It tells you about Group Variable Universal Life Insurance (sometimes referred to 
as “GVUL”) contracts offered by The Prudential Insurance Company of America (“Prudential,” the “Company,” “we,” 
“our,” or “us”) for insurance programs that are sponsored by groups.  We will refer to each person who buys coverage 
as a "Participant." When we use the terms "you" or "your," we mean a Participant.  
 
A Group Variable Universal Life Insurance contract is an insurance contract issued by Prudential to a trust, or the 
group that sponsors the Group Variable Universal Life Insurance program. Often the group that sponsors a program 
is an employer.  Other groups such as membership associations may also sponsor programs.  Group Variable 
Universal Life is a variable insurance product that offers life insurance protection together with investment opportunity 
through variable investment options and the Fixed Account.  
 
A Group Variable Universal Life Insurance policy is a flexible form of life insurance.  It has a Death Benefit and a 
Certificate Fund, the value of which changes every day according to the investment performance of the investment 
options to which you have allocated your Net Premiums.  Although the value of your Certificate Fund will increase if 
there is favorable investment performance in the variable investment options you select, investment returns in the 
variable investment options are NOT guaranteed.  There is a risk that investment performance will be unfavorable 
and that the value of your Certificate Fund will decrease.  The risk will be different, depending upon which variable 
investment options you choose.  You bear the risk of any decrease. The coverage is designed to be flexible to meet 
your specific life insurance needs.  Within certain limits, this type of coverage will provide you with flexibility in 
determining the amount and timing of your premium payments. 
 
The Group Contract states the terms of the agreement between Prudential and the sponsoring group. It forms the 
entire agreement between them. Among other things, the Group Contract defines which members of the group are 
eligible to buy the Group Variable Universal Life Insurance. The Group Contract also says whether or not Eligible 
Group Members may also buy coverage for their qualified dependents. 
 
We will give a Certificate to each Eligible Group Member or Applicant Owner who buys coverage under the Group 
Contract. The Certificate provides for a Death Benefit and a Cash Surrender Value. The Death Benefit and the Cash 
Surrender Value can change every day. They change based on the performance of the investment options you 
selected. 
 
On the date of the Contract Anniversary, if all required premium payments have been paid for the year and the Group 
Contract remains in force, Prudential will determine whether a divisible surplus exists. If a divisible surplus exists, 
Prudential will determine the share to allocate to the Group Contract. You will receive your portion of the divisible 
surplus in the form of an annual refund that ordinarily will be applied as a premium payment. However, you may 
choose to receive your refund in cash by notifying Aon Benfield Securities, Inc. in writing. 
 
The Death Benefit  
 
When you buy Group Variable Universal Life Insurance, you will choose a Face Amount of insurance, based on the 
amounts available for your group. Prudential will pay a Death Benefit to the beneficiary when the Covered Person 
dies. Generally, the Death Benefit is the Face Amount of insurance plus the value of your Certificate Fund on the date 
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of your death, minus any Certificate Debt and outstanding charges. Because the value of the Certificate Fund will vary 
daily with the performance of the investment options you select, the amount of the Death Benefit will also vary from 
day to day. But, the Death Benefit will not be less than the Face Amount of insurance shown plus the amount of any 
extra benefit, if the Participant’s insurance is not in default and there is no Certificate Debt.  See the Death Benefit 
and Contract Values section. 
 
The Certificate Fund 
 
The Certificate Fund consists of the Net Premiums that we invest in the investment options you select. Prudential will 
deduct its charges for the insurance from the Certificate Fund. The Certificate Fund value changes daily, reflecting: (i) 
increases or decreases in the value of the variable investment options you select; (ii) interest credited on any 
amounts allocated to the Fixed Account; (iii) interest credited on any loan; (iv) the daily charge for mortality and 
expense risks assessed against the variable investment options; and (v) monthly charges Prudential deducts for the 
insurance. The Certificate Fund also changes to reflect the receipt of premiums. 
 
Premium Payments 
 
You will usually be able to decide when to make premium payments and how much each premium payment will be. 
You are responsible for making sure that there is enough value in your Certificate Fund (minus Certificate Debt and 
outstanding charges) to cover each month’s charges. If your Certificate Fund balance is less than the amount needed 
to pay any month’s charges, then you must make a premium payment that increases your Certificate Fund balance 
above this minimum amount. You must make that payment during the grace period, and if you do not, your coverage 
will end. 
 
You may choose to make additional premium payments of at least $100 and have those payments directed to the 
investment options you previously selected.  See the Additional Premium Payments section. 
 
Allocation of Premium Payments and Investment Choices 
 
Before your premiums are allocated to your investment choices, we deduct a charge for taxes attributable to 
premiums (or premium based administrative charges).  This charge is currently 0.00%.  The remainder is your Net 
Premium, which is then invested in the investment options.  See the Charges and Expenses section. 
 
You may choose investment options from among the Funds selected by your Group Contract Holder. You choose 
how to allocate your premium payments among the investment options.  You may choose more aggressive Funds or 
less aggressive Funds, as well as the Fixed Account. What you choose depends on your personal circumstances, 
your investment objectives and how they may change over time.  See The Prudential Variable Contract Account 
GI-2, and the Allocation of Premiums sections. 
    
If you prefer to reduce the risks that come with investing in the Funds, you can choose to direct some of your 
premium payments or the amount in your Certificate Fund to the Fixed Account. Prudential guarantees that the part of 
your Certificate Fund that is directed to the Fixed Account will earn interest daily at a rate that Prudential declares 
periodically. That rate will change from time to time, but it will never be lower than an effective annual rate of 4%. See 
The Fixed Account section. 
 
Transfers Among Investment Options 
 
You may transfer amounts from one investment option to another – we do not limit the number of transfers between 
variable investment options, but we may charge for more than 12 transfers in a Certificate Year.  See the Transfers 
and the Transfer Restrictions sections.   
 
Dollar Cost Averaging 
 
Dollar Cost Averaging, or DCA, lets you systematically transfer specified dollar amounts from the Prudential Series 
Fund Money Market Portfolio to the other available investment options available under the Contract at monthly 
intervals.  The minimum transfer amount is $100.  You can request that a designated number of transfers be made 
under the DCA feature.  You may use DCA at any time after your Certificate becomes effective, but to start the DCA 
feature, you usually have to make a premium payment of at least $1,000 to the Prudential Series Fund Money Market 
Portfolio.  The main objective of DCA is to reduce the risk of dramatic short-term market fluctuations.  Since the same 
dollar amount is transferred to an available Fund with each transfer, you buy more of the Fund when the price is low 
and less of the fund when its price is high.  Therefore, you may achieve a lower than average cost over the long term.  
This plan of investing does not assure a profit or protect against a loss in declining markets.  See the Dollar Cost 
Averaging section. 
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Surrenders 
 
You may surrender your insurance and receive its Cash Surrender Value. The Cash Surrender Value is the value of 
the Certificate Fund at the close of business on the day of the surrender minus any Certificate Debt and any 
outstanding charges. A surrender may have tax consequences. See the Surrenders and Withdrawals section, and 
the Taxes section. 
 
Withdrawals from the Certificate Fund 
 
While your Certificate is in effect, you may withdraw part of the Certificate’s Cash Surrender Value. You must 
withdraw at least $200 in any withdrawal, but you must leave enough in your Certificate Fund (less any Certificate 
Debt and outstanding charges) to pay the next month’s charges. There is no limit on the number of withdrawals you 
can make in a year. However, there is a transaction charge for each withdrawal. A withdrawal may have tax 
consequences.  See Surrenders and Withdrawals section, and the Taxes section.   
 
Cash Surrender Value and Death Benefit 
 
If you ask, Prudential will give you an illustration of how the Cash Surrender Value and Death Benefit of your 
Certificate can change as a result of the performance of the investment options you select. The illustration will show 
your age, risk class, proposed face amount of insurance, and proposed Premium payments. We refer to this as a 
“personalized illustration”. This is not our prediction of how value will grow. It is a hypothetical example and is just 
intended to show you how a Certificate works. 
 
Loans 
 
You may borrow money from your Certificate Fund. The Maximum Loan Value, which is the maximum amount you 
may borrow, is 90% of your Certificate Fund minus any existing loan (and its accrued interest), outstanding charges, 
and the amount of the next month's charges. In states that require it, you may borrow a greater amount. Loan interest 
charges accrue daily. Depending on the tax status of your Certificate, taking a loan may have tax consequences.  
There may also be tax consequences if your Certificate lapses or terminates with an outstanding loan.  See the 
Loans section, and the Taxes section. 
 
Canceling Your Certificate (“Free Look”) 
 
Generally, you may return your Certificate for a refund within 30 days after you receive it. This 30-day period is known 
as the “free look” period. Some states allow a longer period. You can ask for a refund by mailing or delivering the 
Certificate to Aon Benfield Securities, Inc. (you may not ask for a refund if your Certificate is a replacement for one 
previously issued under the Group Contract). If you cancel your coverage during the free look period, we will 
generally refund the premium payments you made, minus any loans or withdrawals that you took. (However, if 
applicable law so requires, you will receive a refund of all premiums paid minus any loans or withdrawals, and plus or 
minus any change due to investment experience.)  This refund amount will be further reduced by applicable federal 
and state income tax withholding.  See the “Free Look” Period section. 
 

SUMMARY OF CONTRACT RISKS 
 
Certificate Values are not Guaranteed 
 
Your benefits (including life insurance) are not guaranteed.  The value of your Certificate Fund will vary with the 
performance of the investment options you select. There is no guarantee that the variable investment options will 
meet their investment objectives, so your Death Benefit could go down if the investment options in your Certificate 
Fund have poor investment performance.  Poor investment performance could cause your Certificate to lapse, and 
you could lose your insurance. If you prefer to reduce the risks that come with investing in the variable options, you 
can choose to direct some of your premium payments or the amounts in your Certificate Fund to the Fixed Account. 
 
Because the Certificate provides for an accumulation of a Certificate Fund as well as a Death Benefit, you may wish 
to use it for various financial planning purposes.  Purchasing the Certificate for such purposes may involve certain 
risks.  Accessing the values in your Certificate through withdrawals and Certificate loans may significantly affect 
current and future Certificate values or Death Benefit proceeds and may increase the chance that your Certificate will 
lapse.  If your Certificate lapses and you have an outstanding Certificate loan, there may be tax consequences.  See 
the Taxes section. 
 
  



 6 

Limitation of Benefits on Certain Riders for Claims due to War or Service in the Armed 
Forces 
 
We will not pay a benefit on any Accidental Death Benefit type rider if the death or injury is caused or contributed to 
by war or act of war, declared or undeclared, including resistance to armed aggression.  This restriction includes 
service in the armed forces of any country at war. 
 
Increase in Charges 
 
Certain fees and expenses currently are assessed at less than their guaranteed maximum levels. We may in the 
future increase these current charges up to the guaranteed maximum levels. If fees and expenses are increased, you 
may need to increase the amount and/or frequency of premiums to keep your Certificate in force. 
 
Certificate Lapse 
 
Each month we determine the value of your Certificate Fund.  If the Certificate Fund less any applicable surrender 
charges is zero or less, the Certificate will end (in insurance terms, it will “lapse”).  Your Certificate will also end if the 
Certificate Debt ever grows to be equal to or more than the Certificate Fund less any outstanding charges.  Should 
this happen, Aon Benfield Securities, Inc. will notify you of the payment you need to make to prevent your insurance 
from terminating.  Currently, Aon Benfield Securities, Inc. must receive your payment by the later of 71 days after the 
Monthly Deduction Date, or 30 days after the date Aon Benfield Securities, Inc. mailed you the notice. If you do not 
make the payment, your Certificate will end and have no value.  See the Lapse section and the Reinstatement 
section.  If you have an outstanding loan when your Certificate lapses, you may have taxable income as a result.  See 
the Taxes section. 
 
Risks of Using the Certificate as a Short-Term Savings Vehicle 
 
Because the Certificate provides for an accumulation of a Certificate Fund as well as a Death Benefit, you may wish 
to use it for various insurance planning purposes.  Purchasing the Certificate for such purposes may involve certain 
risks.  
 
For example, a life insurance contract could play an important role in helping you to meet the future costs of a child’s 
education.  The Certificate’s Death Benefit could be used to provide for education costs should something happen to 
you, and its investment features could help you accumulate savings.  However, if the variable investment options you 
choose perform poorly, if you do not pay sufficient premiums, or if you access the values in your Certificate through 
withdrawals or loans, your Certificate may lapse or you may not accumulate the funds you need. 
 
The Certificate is designed to provide benefits on a long-term basis. Consequently, you should not purchase the 
Certificate as a short-term investment or savings vehicle. Because of the long-term nature of the Certificate, you 
should consider whether purchasing the Certificate is consistent with the purpose for which it is being considered.  
 
Risks of Taking Withdrawals 
 
You may withdraw part of your Certificate’s Cash Surrender Value, so long as the amount withdrawn exceeds $200.  
However, you must leave enough in your Certificate Fund (less any Certificate Debt and outstanding charges) to pay 
the next month’s charges.  There is no limit on the number of withdrawals you can make in a year, but there is a 
transaction charge (the lesser of $10 and 2% of the amount withdrawn).  Prudential may raise this charge, but not 
above $20. We will deduct the transaction charge from the Certificate Fund. 
 
You may not repay any amount that you withdraw from the Certificate’s Cash Surrender Value, so withdrawals will 
reduce the amount of your Death Benefit but you generally can make additional premium payments. Withdrawal of 
the Cash Surrender Value may have tax consequences.  See the Taxes section. 
 
Risks of Taking a Loan 
 
Taking a loan from your Certificate may increase the risk that your Certificate will lapse, will have a permanent impact 
on your Certificate Fund, and will reduce the Death Benefit. If your loan plus accrued interest exceeds the value of 
your Certificate Fund, you will not have enough money in your Certificate Fund to cover the month’s charges. If we 
pay a death claim while a loan is outstanding, we will reduce the Death Benefit by the amount of the loan plus any 
accrued interest. If you repay a loan by using the Certificate Fund, we will treat the repayment as a withdrawal from 
the Certificate Fund, which may have tax consequences. If you have a loan outstanding when you surrender your 
Certificate, or when you allow your Certificate to lapse, the amount you borrowed may become taxable. In addition, if 
your Certificate is classified as a Modified Endowment Contract for tax purposes, taking a loan may be treated as a 
distribution of income for tax purposes and may have tax consequences. See the Taxes section. 
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Effect of Premium Payments on Tax Status 
 
If you pay additional premiums, we may need to increase your Death Benefit (and corresponding cost of insurance 
charges) to continue to qualify it as life insurance for federal tax purposes.  Also, if you make premium payments 
above certain limits, the tax status of the insurance may change to that of a Modified Endowment Contract under the 
Internal Revenue Code.  That status could have significant disadvantages from a tax standpoint.  We have 
procedures designed to identify most situations in which a premium payment would cause your Certificate to be 
treated as a Modified Endowment Contract.  When we identify such a situation, we generally will notify you and ask 
whether you want us to refund the premium payment.  If you fail to respond within a reasonable time, we will continue 
to process the premium payment as usual. 
 
If you have notified us in the past 13 months that you want us to refund excess premium payments causing Modified 
Endowment Contract treatment and we receive any excess payment which is less than $100.00, then we may, 
without additional notification by you, sell the minimum number of units necessary so as not to cause your Certificate 
to be treated as a Modified Endowment Contract. 
 
We reserve the right to return any premium payment that would cause your insurance to fail to qualify as life 
insurance under applicable tax laws, or that would increase the Death Benefit by more than it increases the Certificate 
Fund.  See the Taxes section. 
 
Replacing Your Life Insurance 
 
You should know that in most instances, it is not in your best interest to replace one life insurance policy with another 
one.  When you need additional life insurance, it is usually better for you to add coverage, either by asking for a new 
policy or by buying additional insurance, than it is for you to replace a policy.  In that way, you don’t lose benefits 
under the policy you already have. 
 
If you are thinking about replacing a life insurance policy you already have so that you can obtain Group Variable 
Universal Life Insurance, you should consider your choices carefully.  Compare the costs and benefits of adding 
coverage to your current policy against the costs and benefits of Group Variable Universal Life Insurance.  You 
should also get advice from a tax adviser. 
 

SUMMARY OF RISKS ASSOCIATED WITH 
THE VARIABLE INVESTMENT OPTIONS 

 
You may choose to invest your Certificate’s premiums and its earnings in one or more of the available variable 
investment options.  You may also invest in the Fixed Account option.  The Fixed Account is the only investment 
option that offers a guaranteed rate of return.  See The Funds section and The Fixed Account section.   
 
Risks Associated with the Variable Investment Options 
 
Each variable investment option invests in the shares of portfolios (each, a “Fund”) of open-end management 
investment companies registered under the Investment Company Act of 1940.  Each Fund has its own investment 
objective and associated risks, which are described in the accompanying Fund prospectuses.  The income, gains and 
losses of one Fund generally have no effect on the investment performance of any other Fund. 
 
We do not promise that the Funds will meet their investment objectives. Amounts you allocate to the variable 
investment options may grow in value, decline in value, or grow less than you expect, depending on the investment 
performance of the variable investment options that you choose. You bear the investment risk that the Funds may not 
meet their investment objectives.  You also bear the risk that the Fund’s investment adviser may restrict investment in 
the fund, and even close the Fund, at their discretion.  For a detailed discussion of the investment policies, objectives 
and strategies, and the investment risks associated with each Fund, please read the Fund’s current prospectus. 
 
Learn More about the Funds 
 
Before allocating amounts to the variable investment options, you should read the Fund’s current prospectus for 
detailed information concerning their investment objectives and strategies, and their investment risks.   
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GENERAL DESCRIPTIONS OF THE REGISTRANT, DEPOSITOR, AND 
PORTFOLIO COMPANIES 

 
The Prudential Insurance Company of America 
 
The Contract and Certificates are issued by The Prudential Insurance Company of America (“Prudential,” “we,” “us,” 
“our,” or the “Company”), a New Jersey stock life insurance company that has been doing business since 1875. 
Prudential is an indirect wholly-owned subsidiary of Prudential Financial, Inc. (“Prudential Financial”), a New Jersey 
insurance holding company, and is located at 751 Broad Street, Newark, New Jersey, 07102.  Prudential Financial 
exercises significant influence over the operations and capital structure of Prudential. However, neither Prudential 
Financial nor any other related company has any legal responsibility to pay amounts that Prudential may owe under 
the contract and/or Certificate.  

     
Prudential is licensed to sell life insurance and annuities in all states, in the District of Columbia, and in all United 
States territories and possessions.  Prudential and its affiliates act in a variety of capacities with respect to registered 
investment companies, including as depositor, adviser, and principal underwriter.      
 
The Prudential Variable Contract Account GI-2 
The Prudential Variable Contract Account GI-2 (the “Account”) was established on June 14, 1988, under New Jersey 
law as a separate investment account. The Account is divided into Subaccounts.  Each variable investment option is 
a Subaccount of the Account.  The Fixed Interest Rate Option is not a Subaccount of the Account.  The Account 
meets the definition of a “separate account” under federal securities laws. The Account holds assets that are 
segregated from all of Prudential’s other assets.  The assets of each Subaccount are segregated from the assets of 
each other Subaccount.  When we refer to “Funds” in this prospectus, we mean all or any of these Subaccounts.  We 
may use “Variable Investment Option,” “Subaccount” or “Fund” interchangeably when referring to a variable 
investment option. 

You may then choose investment options from among the Funds selected by your Group Contract Holder. Effective 
June 7, 2013, you may no longer make additional allocations into the Dreyfus Opportunistic Small Cap Portfolio. You 
may also choose to invest in the Fixed Account.  (The Fixed Account may also be referred to as an “investment 
option.”)  you may choose to make additional premium contributions and have those Funds directed to the investment 
options you select. Once you select the investment options you want, Prudential will direct your additional premium 
contributions to the Subaccounts associated with those Funds and/or to the Fixed Account. You may change your 
selection of investment options at any time. 

Prudential is the legal owner of the assets in the Account. Prudential will maintain assets in the Account with a total 
market value at least equal to the liabilities relating to the benefits attributable to the Account. In addition to these 
assets, the Account’s assets may include amounts contributed by Prudential to commence operation of the Account 
and may include accumulations of the charges Prudential makes against the Account. From time to time, Prudential 
will transfer these additional amounts to its general account. Before making any such transfer, Prudential will consider 
any possible adverse impact the transfer might have on the Account.  

Income, gains and losses related to, or charged against, the Account reflect the Account’s own investment experience 
and not the investment experience of other Prudential assets. These assets may not be charged with liabilities that 
arise from any other business Prudential conducts. Prudential is obligated to pay all amounts promised to the 
Participant under the Group Contract.  
 
The Account is registered with the SEC under federal securities laws as a unit investment trust, which is a type of 
investment company. Registration does not involve any supervision by the SEC of the management or investment 
policies or practices of the Account. For state law purposes, the Account is treated as a part or division of Prudential. 
Prudential may take all actions in connection with the operation of the Account that are permitted by applicable law, 
including those permitted upon regulatory approval.   
 
The Funds 
 
There are currently 18 variable investment options offered under Group Variable Universal Life. When you choose a 
variable investment option, we purchase shares of a mutual fund or a separate investment series of a mutual fund 
that is held as an investment for that option.  We hold these shares in the Subaccount.  Prudential may add additional 
variable investment options in the future. 
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Each of these Funds is detailed in separate prospectuses that are provided with this prospectus.  You should 
read the Fund prospectuses before you decide to allocate assets to the variable investment options.  There is 
no assurance that the investment objectives of the variable investment options will be met.  There may be 
Portfolios or Funds described in the accompanying Fund prospectuses that are not available in this product.  
Please refer to the list below to see which variable investment options you may choose. 
 
The terms “Fund” and “Portfolio” are largely used interchangeably.  Some of the variable investment options 
use the term “Fund”, and others use the term “Portfolio” in their respective prospectuses. 
 
Investment Manager 
 
Prudential Investments LLC (“PI”) serves as investment manager of the Prudential Series Fund. 
 
The investment management agreements for The Prudential Series Fund provide that the investment manager or co-
investment managers (the “Investment Managers”) will furnish each applicable Portfolio with investment advice and 
administrative services subject to the supervision of the Board of Trustees and in conformity with the stated policies of 
the applicable Portfolio. The Investment Manager must also provide, or obtain and supervise, the executive, 
administrative, accounting, custody, transfer agent and shareholder servicing services that are deemed advisable by 
the Board. 
 
The chart below reflects the variable investment options in which the Account invests, their investment objectives, and 
each variable investment option’s investment advisers and investment subadvisers.  For Portfolios with multiple 
subadvisers, each subadviser manages a portion of the assets for that Portfolio. Your Certificate may include Funds 
that are not currently accepting additional investments.  See the section titled The Prudential Variable Contract 
Account G-2. 
 

Variable Investment Option 
Style/Type 

 
Investment Objective Summary 

 
Investment Adviser/Sub-Adviser 

Affiliated Funds   
Conservative Balanced –  
Class 1 
Style/Type: Hybrid 

Seeks total investment return 
consistent with a conservatively 
managed diversified portfolio. 

Sub-advised by Prudential 
Investment Management, Inc. & 
Quantitative Management 
Associates 

Equity – Class 1 
Style/Type: Large-Cap Blend 

Seeks long-term growth of capital. Sub-advised by Jennison 
Associates LLC 

Flexible Managed – Class 1 
Style/Type: Hybrid 

Seeks total return consistent with an 
aggressively managed diversified 
portfolio. 

Sub-advised by Prudential 
Investment Management, Inc. & 
Quantitative Management 
Associates 

Jennison – Class 1 
Style/Type: Large Cap Growth 

Seeks long-term growth of capital. Sub-advised by Jennison 
Associates LLC 

Money Market – Class 1 
Style/Type: Money Market 

Seeks maximum current income that is 
consistent with the stability of capital 
and the maintenance of liquidity. 

Sub-advised by Prudential 
Investment Management, Inc. 

Small Capitalization Stock – 
Class 1 
Style/Type: Small Cap Blend 

Long-term growth of capital. Sub-advised by Quantitative 
Management Associates, LLC 

Stock Index – Class 1 
Style/Type: Large Cap Blend 

Seeks to achieve investment results 
that generally correspond to the 
performance of publicly-traded 
common stocks. 

Sub-advised by Quantitative 
Management Associates, LLC 

Unaffiliated Funds   
Dreyfus International Equity 
Portfolio – Initial Shares 
Style/Type: Large Blend 

Seeks capital growth. The Dreyfus Corporation 
Subadvised by Newton Capital 
Management, Inc. 

Dreyfus Opportunistic Small 
Cap Portfolio – Initial Shares 
Style/Type: Small Blend 

Seeks capital growth. The Dreyfus Corporation 
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Variable Investment Option 
Style/Type 

 
Investment Objective Summary 

 
Investment Adviser/Sub-Adviser 

DWS High Income VIP – Class A 
Style/Type: Fixed Income – High 
Yield 

Seeks to provide a high level of current 
income. 

Deutsche Investment Management 
Americas Inc. 

Templeton Developing Markets 
Securities Fund – Class 2 
Style/Type: International – Equity 

Seeks long-term capital appreciation. Templeton Asset Management Ltd. 

Templeton Foreign Securities 
Fund – Class 2 
Style/Type: International – Equity 

Seeks long-term capital growth. Templeton Investment Counsel, 
LLC 
 

Janus Enterprise Portfolio - 
Institutional 
Style/Type: Mid-Cap Growth 

Seeks long-term growth of capital Janus Capital Management LLC 

Lazard Retirement Emerging 
Markets Equity Portfolio –  
Class I 
Style/Type: International – Equity 

Seeks long-term capital appreciation. Lazard Asset Management LLC 

MFS® Research Series – Initial 
Class 
Style/Type: Large-Cap Core 

Seeks capital appreciation. Massachusetts Financial Services 
Company 

AMT Short Duration Bond 
Portfolio – Class I 
Style/Type: Fixed Income – 
Government 

Seeks the highest available current 
income consistent with liquidity and 
low risk to principal; total return is a 
secondary goal. 

Neuberger Berman Management 
Inc. 
Sub-advised by Neuberger Berman 
Fixed Income LLC 

T. Rowe Price Equity Income 
Portfolio 
Style/Type: Large-Cap Value 

Seeks to provide substantial dividend 
income as well as long-term growth of 
capital. 

T. Rowe Price Associates, Inc. 

T. Rowe Price Mid-Cap Growth 
Portfolio 
Style/Type: Mid-Cap Growth 

Seeks to provide long-term capital 
appreciation. 

T. Rowe Price Associates, Inc. 

 
The investment advisers or subadvisers for the Funds charge a daily investment management fee as compensation 
for their services.  These fees are more fully described in the prospectus for each Fund. 
 
In the future, it may become disadvantageous for separate accounts of variable life insurance and variable annuity 
contracts to invest in the same underlying variable investment options.  Neither the companies that invest in the 
Funds nor the Funds currently foresee any such disadvantage.  The Board of Directors for each Fund intends to 
monitor events in order to identify any material conflict between variable life insurance and variable annuity Contract 
owners and to determine what action, if any, should be taken.  Material conflicts could result from such things as:   

 
(1)  changes in state insurance law;  
(2)  changes in federal income tax law;  
(3)  changes in the investment management of any Fund; or  
(4)  differences between voting instructions given by variable life insurance and variable annuity contract owners.  

 
A fund or portfolio may have a similar name, investment objective, or investment policy resembling those of a mutual 
fund managed by the same investment adviser or subadviser that is sold directly to the public.  Despite such 
similarities, there can be no assurance that the investment performance of any such fund or portfolio will resemble 
that of the publicly available mutual fund. 
 
Each Fund has provided Prudential with information about its management fees and other expenses. Except 
for the Prudential Series Fund, Inc., Prudential has not verified that information independently. 
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Service Fees Payable to Prudential 
 
Prudential has entered into agreements with the principal underwriter, transfer agent, investment adviser, distributor 
and/or other related entities of the underlying funds.  Under the terms of these agreements, Prudential provides 
administrative and support services to the funds for which it receives an annual fee based on the average assets 
allocated to the Fund or portfolio under the Contract from the investment adviser, distributor and/or the Fund.  These 
agreements, including the fees paid and services provided, can vary for each underlying mutual fund whose Funds 
are offered as investment options. 
 

Prudential and/or our affiliates may receive substantial and varying administrative service payments and Rule 12b-1 
fees from certain underlying Funds or related parties.  These types of payments and fees are sometimes referred to 
as “revenue sharing” payments.  Rule 12b-1 fees and administrative service payments partially compensate for 
distribution, marketing, and/or servicing functions and for providing administrative services with respect to Contract 
owners invested indirectly in the Fund, which include duties such as recordkeeping, shareholder services, and the 
mailing of periodic reports.  We receive administrative services fees with respect to both affiliated underlying Funds 
and unaffiliated underlying Funds.  The administrative services fees we receive from affiliates originate from the 
assets of the affiliated Fund itself and/or the assets of the Fund’s investment adviser.  In either case, the existence of 
administrative services fees may tend to increase the overall cost of investing in the Fund.  The existence of a 12b-1 
fee will always increase the overall cost of investing in those Funds.  In addition, because these fees are paid to us, 
allocations you make to these affiliated underlying Funds may benefit us financially if these fees exceed the costs of 
the administrative support services.   
 

The 12b-1 fees and administrative services fees that we receive may vary among the different fund complexes that 
are part of our investment platform.  Thus, the fees we collect may be greater or smaller, based on the Funds that you 
select.  In addition, we may consider these payments and fees, among a number of factors, when deciding to add or 
keep a Fund on the “menu” of Funds that we offer through the product.   
 
As of May 1, 2013, the administrative service fees we receive range from 0.05% to 0.25% of the average assets 
allocated to the Fund.  The service fees received from The Prudential Series Fund are 0.05%.  Some Funds pay a 
12b-1 fee instead of, or in addition to, the administrative services fees. The 12b-1 fee we receive is equal to 0.25% of 
the average assets allocated to the Funds indicated below.  
 
The following Funds currently pay a 12b-1 fee: 
 

• Franklin Templeton Developing Markets Securities Fund 
• Franklin Templeton Foreign Securities Fund 
• Lazard Retirement Emerging Markets Equity Portfolio 

 
In addition to the payments that we receive from underlying funds and/or their affiliates, those same funds and/or their 
affiliates may make payments to us and/or other insurers within the Prudential Financial group related to the offering 
of investment options within variable annuities or life insurance offered by different Prudential business units. 
 
Voting Rights 
 
Prudential is the legal owner of the shares of the mutual funds associated with the variable investment options. 
Because we are the owner, we have the right to vote on any matter that shareholders of the Funds vote on. The 
voting happens at regular and special shareholder meetings. We will (as required by law) vote in accordance with 
voting instructions we receive from Participants.  When a vote is required, we will mail you a proxy which is a form 
you need to complete and return to us to tell us how you wish to vote. A Fund may not hold annual shareholder 
meetings when not required to do so under the laws of the state of its incorporation or under federal securities laws. 
 
If we do not receive timely voting instructions for Fund shares from Participants, we will vote those shares in the same 
proportion as shares in the Funds for which we do receive instructions. We will do the same thing for shares held as 
general account investments of Prudential. If federal securities laws change so that Prudential is allowed to vote on 
Fund shares in our own right, we may decide to do so.  
 
Generally, you may give us voting instructions on matters that would be changes in fundamental policies of the 
Funds. You may also give us voting instructions on any matter that requires a vote of the Fund's shareholders. But, if 
a Fund that you participate in has a vote on approval of the investment advisory agreement or any change in a Fund's 
fundamental investment policy, you will vote separately by Fund. This practice is dictated by federal securities laws.  
Here's how we will determine the number of Fund shares and votes for which you may give instructions: 
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• To determine the number of Fund shares, we will divide the part of your Certificate Fund that is derived from 
participation in a Subaccount by the value of one share in the corresponding portfolio of the applicable Fund. 

 
• The number of votes will be determined as of the record date chosen by the Board of Directors of the 

applicable Fund. 
 
We reserve the right to change the way in which we calculate the weight we give to voting instructions. We would 
make such a change to comply with federal regulations. 
 
If we are required by state insurance regulations, we may disregard voting instructions in certain instances.  Also, 
Prudential itself may disregard voting instructions that would require changes in the investment policy or investment 
adviser of one or more of the Funds' portfolios, provided that Prudential reasonably disapproves such changes in 
accordance with applicable federal regulations. If Prudential does disregard voting instructions, we will tell you that we 
did and our reasons for it in the next annual or semi-annual report to Participants. 
 
Substitution of Variable Investment Options 
 
We may substitute the shares of another portfolio or of an entirely different variable investment option.  We may also 
cease to allow any investments in any variable investment option.  We would not do this without any necessary 
Securities and Exchange Commission and/or any necessary state approval.   We would notify Group Contract 
Holders and Participants in advance if we were to make such a substitution. 
 
The Fixed Account 
 
You may invest all or part of your Certificate Fund in the Fixed Account. The amount invested in the Fixed Account 
becomes part of Prudential's general assets, commonly referred to as the general account.  The general account 
consists of all assets owned by Prudential other than those in the Account and other separate accounts that have 
been or may be established by Prudential.  Subject to applicable law, Prudential has sole discretion over the 
investment of the general account assets, and Participants do not share in the investment experience of those assets. 
 
The part of the Certificate Fund that you invest in the Fixed Account will accrue interest daily at a rate that Prudential 
declares periodically. This rate will not be less than an effective annual rate of 4%. Prudential may in its sole 
discretion declare a higher rate, though we are not obligated to do so. At least annually and anytime you ask, we will 
tell you what interest rate currently applies.  

    
Because of exemptive and exclusionary provisions, interests in the fixed rate option under the Certificate have not 
been registered under the Securities Act of 1933 and the general account has not been registered as an investment 
company under the Investment Company Act of 1940.  Accordingly, interests in the fixed rate option are not subject to 
the provisions of these Acts, and Prudential has been advised that the staff of the SEC has not reviewed the 
disclosure in this prospectus relating to the fixed rate option.  Any inaccurate or misleading disclosure regarding the 
fixed rate option may, however, be subject to certain generally applicable provisions of federal securities laws. 
 
Prudential has the right to delay payment of any Cash Surrender Value attributable to the Fixed Account for up to six 
months. See the When Proceeds Are Paid section. 
 

CHARGES AND EXPENSES 
 
This section provides a more detailed description of each charge that is described briefly in the SUMMARY OF 
CHARGES AND EXPENSES beginning on page 1 of this prospectus.  There are charges and other expenses 
associated with the Contract that reduce the return on your investment. These charges and expenses are described 
below.  
 
The total amount invested in the Certificate Fund, at any time, consists of the sum of the amount credited to the 
variable investment options, the amount allocated to the fixed rate option, plus any interest credited on amounts 
allocated to the fixed rate option, and the principal amount of any Certificate loan plus the amount of interest credited 
to the Certificate upon that loan.  See Loans.  Most charges, although not all, are made by reducing the Certificate 
Fund. 
 
In several instances we use the terms "maximum charge" and "current charge."  The "maximum charge", in each 
instance, is the highest charge that we may make under the Certificate.  The "current charge", in each instance, is the 
amount that we now charge, which may be lower than maximum charges.  If circumstances change, we reserve the 
right to increase each current charge, up to the maximum charge, without giving any advance notice. 
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Current charges deducted from premium payments and the Certificate Fund may change from time to time, subject to 
maximum charges.  In deciding whether to change any of these current charges, we will periodically consider factors 
such as mortality, persistency, expenses, taxes and interest and/or investment experience to see if a change in our 
assumptions is needed.    Changes in charges will be by class.  We will not recoup prior losses or distribute prior 
gains by means of these changes. 
 
The charges under the Contract are designed to cover, in the aggregate, our direct and indirect costs of selling, 
administering and providing benefits under the Contract. They are also designed, in the aggregate, to compensate us 
for the risks of loss we assume pursuant to the Contract. If, as we expect, the charges that we collect from the 
Contract exceed our total costs in connection with the Contract, we will earn a profit. Otherwise, we will incur a loss. 
The rates of certain of our charges have been set with reference to estimates of the amount of specific types of 
expenses or risks that we will incur. In most cases, this prospectus identifies such expenses or risks in the name of 
the charge; however, the fact that any charge bears the name of, or is designed primarily to defray a particular 
expense or risk does not mean that the amount we collect from that charge will never be more than the amount of 
such expense or risk. Nor does it mean that we may not also be compensated for such expense or risk out of any 
other charges we are permitted to deduct by the terms of the Contract. We may reduce stated fees under particular 
contracts as to which, due to economies of scale and other factors, our administrative costs are reduced.  
 
Charge for Taxes Attributable to Premiums 
 
We may deduct a charge for taxes attributable to premiums. These taxes include federal, state or local income, 
premium, excise, business or any other type of tax (or part of one) that is based on the amount of premium we 
receive. This charge is currently 0.00%. Currently, the taxes paid by us for this Group Contract are a deduction in 
computing Premium Refunds.  The deduction reflects that, for federal taxes, some or all of the premium is treated as 
for an individual life insurance policy which have higher factors.  The definition of what premium is treated as for a 
group life certificate is found in IRC section 848. 
 
We also reserve the right to deduct a charge to cover federal, state or local taxes that are imposed on the Operations 
of the Account.  These are taxes other than those described above.  Currently, we do not deduct any charge to cover 
these additional taxes. 
 
We may increase this charge at any time. 
 
Withdrawal Charge 
 
Under some Group Contracts, a transaction charge may be imposed for each withdrawal. The current charge is the 
lesser of $10 and 2% of the amount you withdraw. The maximum charge for withdrawals is $20.  We will deduct the 
transaction charge from Certificate Fund. 
 
Cost of Insurance 
 
Each month, we will deduct from your Certificate Fund a charge for the cost of your insurance (a “COI” charge). We 
will take the charge from each investment option you selected in the same proportion that the value of your Certificate 
Fund is invested. To calculate the cost of insurance charge, we multiply: 
   

- your Certificate's “Net Amount at Risk” by 
 

- the “cost of insurance rate” for the Covered Person. 
 
“Net Amount at Risk” means the amount by which your Certificate's Death Benefit (computed as if there were no 
Certificate Debt) exceeds your Certificate Fund. 
 
The “cost of insurance rate” is based on many factors, including: 
 

• the Covered Person's age; 
 

• the Covered Person's rate class (such as classes for standard, select status, and preferred); 
 

• the Covered Person’s gender (except for residents of Montana); 
 

• the life expectancy of the people covered under your Group Contract; 
 

• the additional insurance benefits shown in the Additional Insurance Benefits section; 
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• the expected expenses. 

 
The cost of insurance rate will generally increase as the Covered Person ages.  We may adjust the actual cost of 
insurance rates from time to time. The changes in cost of insurance rates for each Group Contract Holder are based 
on many factors, including: 
 

• The number of Certificates in effect; 
 

• The number of new Certificates issued; 
 
The number of Certificates surrendered; 

 
• The expected claims (Death Benefits, accelerated benefits and surrenders); 

 
• The expected expenses; and 

 
• The level of administrative services provided to the Group Contract Holder. 

 
In addition to the list above, the past claims, expenses and the costs of additional insurance benefits, if any, of the 
group are reviewed, since they are an important factor in calculating the expected claims, expenses and costs. 
However, we are generally prohibited by state insurance law from recovering past losses. 
 

• If we change the cost of insurance rates, we will change them the same way for all persons of the same 
age, rate class. We will not change them to be higher than the guaranteed cost of insurance rates shown 
in your Certificate. The guaranteed maximum rates are set out in the 1980 CSO Male Table.  

 
Generally, we will deduct the COI charge on the Monthly Deduction Date.  

 
COI Rates: The highest current charge per thousand is $ $29.19, and applies to male Covered Persons age 99.  The 
lowest current rate per thousand is $0.02, and applies to female Covered Persons under age 30. 

 
The following table provides sample per thousand cost of insurance rates for Covered Persons who are in the 
standard class: 
 

Covered 
Person 

Males Females 

35 $0.05 $0.04 
45 $0.16 $0.13 
55 $0.54 $0.44 
65 $1.69 $1.37 

 
The following table provides sample per thousand cost of insurance rates for Covered Persons who are in the 
standard class, effective October 1, 2013: 
 

Covered 
Person 

Males Females 

35 $0.04 $0.04 
45 $0.16 $0.13 
55 $0.54 $0.44 
65 $1.69 $1.37 

 
Monthly Deductions from the Certificate Fund 
 
In addition to the Cost of Insurance Charge described above, Prudential will deduct the following charges from your 
Certificate Fund each month. We will take the charges from each investment option you have selected, in the same 
proportion that the value of your Certificate Fund is invested. 
 
Generally, we will deduct these charges on the Monthly Deduction Date.  
 
1. Charge for Additional Insurance Benefits:  The Additional Insurance Benefits section tells you about benefits 
that you may be able to buy in addition to the Group Variable Universal Life Insurance and the additional insurance 
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benefits that the Group Participant elected to buy. We will deduct a separate charge from your Certificate Fund each 
month for any additional insurance benefits that you have elected.  
 

Accelerated Benefit Option: There is no additional charge for this benefit. 
 

Child Term Insurance: The rate for child term insurance is currently $6.00 per year for $10,000 coverage.  This 
charge is deducted from the annual refund, if any.  
 
Waiver Benefit: The current waiver charges will vary from $0.002 to $0.07 per $1,000 of Net Amount of Risk per 
month.  The rates vary by Attained Age, gender, and rate class of the Covered Person. 

 
AD&D on the Covered Person’s life: The monthly charge is $0.02 for Covered Persons at ages less than 65 and 
$0.03 for ages 65 to 74 per $1,000 of Net Amount at Risk.  We will deduct a separate charge from your 
Certificate Fund each month for this additional insurance benefit.  

    
2. Charge for Administrative Expenses: Currently, we do not impose a monthly charge for administrative expenses, 
but we may deduct such a charge in the future. This charge would pay for maintaining records and for communicating 
with Participants and your Group Contract Holder. If we did deduct such a charge, it would not exceed $4 per month.   
 
3. Charge for other taxes: We reserve the right to deduct a charge to cover federal, state, or local taxes that are 
imposed on the operations of the Account. These are taxes other than those described under Charge For Taxes 
Attributable to Premiums section. Currently, we do not charge for these other taxes. 
 
Daily Deductions from the Variable Investment Options 
 
Each day, Prudential deducts a charge from the assets of each of the variable investment options in an amount equal 
to an effective annual rate of up to 0.90%.  This charge is intended to compensate us for assuming mortality and 
expense risks of the insurance provided under the Group Contract. The “mortality risk” assumed is the risk that 
Covered Persons may live for shorter periods of time than Prudential estimated when we determined what mortality 
charge to make. The "expense risk" assumed is the risk that expenses for issuing and administering the insurance will 
be more than Prudential estimated when we determined the charge for administrative expenses. 
    
We will earn a profit from this risk charge to the extent we do not need it to provide benefits and pay expenses under 
the Certificate. We do not assess this charge on amounts allocated to the Fixed Account. 
 
Transaction Charges 
 
Prudential may make the following Transaction Charges: 
 

• When you make a withdrawal from your Certificate Fund. The charge is $10 or 2% of the amount you 
withdraw, whichever amount is less. Prudential may increase this charge in the future, but it will not 
exceed $20. 

 
• When you request more that 12 transfers between investment options in a Certificate Year the charge 

is currently $10 for each transfer after the 12th transfer. Prudential may increase this charge in the 
future, but it will not exceed $20.  Currently, a transfer that occurs under the DCA feature is not counted 
towards the 20 transfers permitted each calendar year or the 12 free transfers permitted each 
Certificate year. 

 
• When you request a reprint of a quarterly report that was previously sent to you for a period that ended 

more than one year ago.  The charge is currently $2.50 for each quarterly report.  In the future, 
Prudential may charge for any reprints requested and may increase this charge, but it will not exceed 
$20 for reports covering each policy year.  

 
Also, Prudential has the right to assess a charge for any taxes that may be imposed on the operations of the Account. 
 
Portfolio Charges 
 
We deduct charges from and pay expenses out of the variable investment options as described in the Fund 
prospectuses.  Prudential also reserves the right to assess a charge for any taxes that may be imposed on the 
operations of the Account. 
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PERSONS HAVING RIGHTS UNDER THE CONTRACT 
 
Contract Holder 
 
The Contract Holder is the American Institute of Certified Public Accountants Insurance Trust.   
 
Certificate Holder 
 
The Participant is generally an Eligible Group Member who becomes a Covered Person under a group variable 
universal life plan.  However, if the Certificate is assigned, then the assignee will become the Participant replacing 
any previous Participant.   A Participant has all the rights and obligations to their Coverage, such as the right to 
surrender the Certificate.  Subject to the limitations set forth in the Certificate, the Participant may, with respect to 
their Coverage:  
 

(1) designate and change the beneficiary;  
(2) make premium payments;  
(3) access certificate values through loans and withdrawals;  
(4) surrender his or her coverage;  
(5) allocate amounts in his or her Certificate Fund among the Variable Investment Options and/or the 

Fixed Interest Rate Option; and 
(6) decrease face amount.  

 
A Participant may assign his or her coverage.  Any rights, benefits or privileges that the Participant has may be 
assigned without restriction.  The rights assigned include, but are not limited to, any right to designate a beneficiary or 
to convert to another contract of insurance. 
 
Applicant Owner  
 
The Group Contract has an “Applicant Owner” provision. An “Applicant Owner” is a person who may apply for 
coverage on the life of an Eligible Group Member. And if an Eligible Group Member agrees to let another person be 
the Applicant Owner of the Certificate, that person would have all of the rights to make decisions about the coverage. 
References to "Participant" and "You" in this prospectus also apply to an Applicant Owner. 
 
When naming an Applicant Owner, the Eligible Group Member must agree to have his or her life covered. Examples 
of people who may be Applicant Owners are the Eligible Group Member's spouse, child, parent, grandparent, 
grandchild, sister, brother, or the trustee of any trust set up by the Eligible Group Member. A person must have 
attained the age of majority to be an Applicant Owner.  At any one time, only one person may be an “Applicant 
Owner” under a Certificate. 
 
An “Applicant Owner” must fill out an enrollment form. The Eligible Group Member must sign the enrollment form to 
show his or her agreement. Prudential may require the Eligible Group Member to answer questions about his or her 
health, or to have a medical examination. If we approve the enrollment form, we will issue the Certificate to the 
Applicant Owner. 
 
However, states may require that the Certificate be initially issued to the insured Eligible Group Member.  In those 
cases, the three year rule contained in the Internal revenue Code section 2035 may apply.  You should consult your 
tax adviser if you are considering having the Certificate issued to someone other than the insured Eligible Group 
Member. 
 
Beneficiary 
 
You have the right to name the beneficiary who will receive the Death Benefit from your Certificate.  You must use the 
form that Prudential requires you to use.  You may change the beneficiary at any time.  You do not need the consent 
of the present beneficiary.  If you have more than one beneficiary at the time the Covered Person dies, we will pay the 
Death Benefit in equal parts to each beneficiary, unless you have given us other instructions. 
 

OTHER GENERAL CONTRACT PROVISIONS 
 
How Prudential Issues Certificates 
 
To apply for coverage under a Group Variable Universal Life Insurance contract, an Eligible Group Member must fill 
out an enrollment form. Prudential may ask questions about the health of the person whose life is to be covered, and 
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may ask that person to have a medical exam. If Prudential approves the person for coverage, that person will become 
a Covered Person under the Group Variable Universal Life Insurance.  
 
Usually, the Eligible Group Member buys coverage on his or her own life from the coverage options available under 
the Group Contract. But, under your Group Contract, an Eligible Group Member may allow another person the right to 
make decisions about the coverage. When that happens, Prudential Insurance considers the other person to be a 
Participant. No matter whose life is covered, the Participant is the person who "owns" the right to make decisions 
about the coverage (for example, deciding who the beneficiary will be). When we use the term “Participant” or “You,” 
we mean the person who owns those rights. When we use the term “Covered Person,” we mean the person whose 
life is covered. 

 
Prudential will issue a Certificate to each Participant. The Certificate tells you about your rights, benefits, coverage, 
and obligations under the Group Variable Universal Life Insurance. The minimum Face Amount of insurance for a 
Certificate is $10,000. 
 
Effective Date of Insurance 
 
When your insurance begins depends on what day of the month Prudential approves your completed enrollment form.  
If we approve your completed enrollment form prior to the twentieth day of a month, your insurance will begin on the 
first day of the next month after you meet all of the requirements.  If we approve your completed enrollment form on or 
after the twentieth day of a month, your insurance will begin on the first day of the month after the next month. 
 
Effective Date of More Favorable Rate Class 
 
When your more favorable rate class begins depends on what day of the month Prudential approves your completed 
enrollment form.  If we approve your completed enrollment form prior to the twentieth day of a month, your lower rates 
will begin on the first day of the month after you meet all of the requirements.  If we approve your completed 
enrollment form on or after the twentieth day of a month, your lower rates will begin on the first day of the second 
month after you meet all of the requirements. 
 
Maximum Age 
 
Generally, Prudential will not accept an enrollment form requesting coverage on an Eligible Group Member who is 
older than age 74. Also, a Participant's Face Amount of Insurance will end at the maximum age shown in the 
Certificate (usually, that is age 100). 
 
When a Participant reaches the maximum age, we make available these two options: 
 

• You may ask to receive the Cash Surrender Value of the Certificate. Prudential believes that a cash surrender 
upon termination of coverage will be subject to the same tax treatment as other surrenders. See the Taxes 
section.  

 
• You can remain invested in your investment options. Under this option, we will no longer deduct monthly 

charges for the cost of insurance. The Death Benefit will change. Specifically, the Death Benefit will be equal 
to the amount of the Certificate Fund, minus any Certificate Debt and outstanding charges. The Death Benefit 
will no longer include the Face Amount of insurance. Also, we will no longer allow you to make premium 
contributions. You can still make loan repayments. 

                                      
The Face Amount of your life insurance coverage may be reduced when you become 75 years old, and again when 
you become 80 years old. See Changes In Face Amount section.  Also, additional insurance coverages, such as 
Accidental Death and Dismemberment, will end according to separate rules. See the Additional Insurance Benefits 
section. You should refer to your Certificate to learn when coverage under your Certificate will end. 
 
“Free Look” Period 
 
Generally, you may return a Certificate for a refund within 30 days after you receive it. This 30-day period is known as 
the “free look” period. Some states allow a longer period. You can ask for a refund by mailing or delivering the 
Certificate to Aon Benfield Securities, Inc.  (You may not ask for a refund if your Certificate is a replacement for one 
previously issued under the Group Contract.) 
 
If you cancel your coverage during the free look period, we will generally refund the premium payments you made, 
minus any loans or withdrawals that you took. We will not add or subtract any gain or loss that would have come from 
the investment options you chose (unless a state law requires that we take those gains or losses into account when 



 18 

we make a refund). When we make a refund, we will not deduct any charges.  The amount refunded will be further 
reduced by any applicable federal and state income tax withholding. 

 
During the first 30 days after the initial Certificate Date, your premium payments will be invested in the Fixed Account. 
Prudential reserves the right to limit premiums and transactions during the free look period. 
 
If there is a change in your coverage that results in a new Certificate Date, the free look provision will not apply. 
 
Assignment 
 
You may assign your Certificate, including all rights, benefits and privileges that you have to someone else. If you do, 
you should consider the references to "you" in this prospectus as applying to the person to whom you validly assigned 
your Certificate. 
 
Prudential will honor the assignment only if:  
 

• You make the assignment in writing;  
• You sign it; and  
• Aon Benfield Securities, Inc. receives a copy of the assignment, or Prudential receives a copy of the 

assignment at the Prudential office shown in your Certificate.  
 
We are not responsible for determining whether the assignment is legal or valid.  Certificates that have been assigned 
are not permitted to use electronic transactions. 
 
If you assign a Certificate that is a Modified Endowment Contract, it might affect the way you are taxed. It might also 
affect the way the person to whom you assign the Certificate is taxed. See the Taxes section.  
 
Premium Refunds 
 
The Group Contract is eligible to receive Premium Refunds.  We do not guarantee that we will pay Premium Refunds. 
We decide the amount and manner of calculating any Premium Refunds.  This calculation may use factors, charges, 
expenses or other assumptions that differ from those actually charged or described in the Group Contract.  If there is 
a Premium Refund, Prudential Insurance will pay it to your Group Contract Holder, who will pass it on to the 
subscribers to the AICPA Insurance Trust in the form of a refund. Ordinarily, any refund will be reinvested in your 
insurance – that is, as a premium payment. However, you may choose to receive your refund in cash by notifying Aon 
Benfield Securities, Inc. in writing.  
 
Suicide Exclusion 
 
Generally, if the Covered Person dies by suicide within two years from the Certificate Date, Prudential will not pay the 
Death Benefit described in other sections of this prospectus. Instead, we will pay your beneficiary an amount equal to 
your premium payments minus any Certificate Debt and any withdrawals, since the Certificate Date or reinstatement. 
This limit will apply whether the suicide occurred while the Covered Person was sane or insane. 
 
If the Covered Person dies by suicide within two years after the effective date of an increase in the Face Amount of 
your Certificate that required our approval, we will not pay the increased amount of insurance. Instead of the amount 
of the increase, we will pay your beneficiary the monthly charges that were attributable to the increased amount. 
Again, this limit will apply whether the suicide occurred while the Covered Person was sane or insane. 
 
Incontestability 
 
After your Certificate has been in force for two years or more during the Covered Person's lifetime, Prudential will not 
contest liability under the Certificate. We will also not contest liability for any change in your Certificate that required 
our approval after the change has been in force for two years or more during the Covered Person's lifetime. 
 
Misstatement of Age and/or Gender 
 
If the Covered Person's age is stated incorrectly in the Certificate and the error is detected prior to their death, we will 
adjust the monthly cost of insurance deduction to reflect the proper amount based on the correct age. If an 
adjustment results in an increased cost of insurance, Aon Benfield Securities, Inc. will bill for the difference. If an 
adjustment results in a decreased cost of insurance, Aon Benfield Securities, Inc. will refund the difference. If the 
change in age affects the amount of the person’s insurance, Prudential will change the amount and the cost of 
insurance accordingly.   
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If the Covered person’s gender is updated in our records, the monthly cost of insurance will be revised starting with 
the next month.  Also, we will adjust the first monthly cost of insurance deduction after we update our records.  This 
adjustment will reflect the sum of the differences each month since October of 2005 (or effective date, if later). 
 
Termination of a Group Contract Holder’s Participation 
 
The Group Contract Holder may decide to terminate the Group Contract with Prudential, by giving Prudential 90 days' 
written notice. 
 
In addition, Prudential may terminate a Group Contract: 
 

• If the aggregate Face Amount of all Certificates, or the number of Certificates in force, falls below the 
permitted minimum, by giving the Group Contract Holder 90 days' written notice; or  

 
• If the Group Contract Holder fails to remit premium payments to Prudential in a timely way. 

 
Termination of the Group Contract means that the Group Contract Holder will not remit premiums to Prudential. In 
that event, no new Certificates will be issued under the Group Contract.  How the termination affects you is described 
in the Options on Termination of Coverage section. The options that are available to you from Prudential may 
depend on what other insurance options are available to you.  You should refer to your particular Certificate to find out 
more about your options at termination of coverage. 
 
Participants Who Are No Longer Eligible Group Members 
 
If you are no longer a member of either the AICPA, any State Society of CPAs or other qualifying organization, you 
are no longer eligible for coverage. Your Group Variable Universal Life Insurance will end on the last day of the month 
in which Aon Benfield Securities, Inc. receives notice that you are no longer eligible for coverage. 
 
If your insurance ends, you have the options of Conversion, Paid-Up Coverage, or payment of Cash Surrender Value, 
which are described in the Options on Termination of Coverage section below. If you are a member of both the 
AICPA and a State Society of CPAs or other qualifying organization, and you end one of those memberships, your 
coverage may be reduced. If that happens, you will have a Conversion Privilege to the extent of the reduction. 
 
Options on Termination of Coverage 
 
Your insurance coverage under the Group Contract will end when the Group Contract itself ends or when you are no 
longer an Eligible Group Member.  If the Group Contract ends, the effect on Participants depends on whether or not 
the Group Contract Holder replaces the Group Contract with another life insurance contract that allows for the 
accumulation of cash value.  Generally, here is what will happen: 
 

• If the Group Contract Holder does replace the Group Contract with another life insurance contract that allows 
for the accumulation of cash value, Prudential will terminate your Certificate. We will also transfer the Cash 
Surrender Value of your Certificate directly to that new contract, unless you elect to receive the Cash 
Surrender Value of your Certificate.  If you had Certificate Debt that is not carried forward as a loan on the 
new Certificate, that amount of your debt will be immediately taxable to the extent of any gain. 

 
• If the Group Contract Holder does not replace the Group Contract with another life insurance contract that 

allows for the accumulation of cash value, you will have the options of converting your Certificate, purchasing 
Paid-Up Coverage, or receiving the Cash Surrender Value.  Each option is listed below in more detail. 

 
Conversion 
 
You may elect to convert your Certificate to an individual life insurance policy without giving Prudential evidence that 
the Covered Person is in good health. To elect this option, you must apply for it and pay the first premium: 
 

• Within 31 days after your Certificate coverage ends or reduces without your request, if you were given 
notice no more than 15 days after the coverage under the Group Contract ends or is reduced, or; 

• Within 45 days after you were given notice that your Certificate coverage ends or reduces without your 
request, if you were given notice more than 15 days, but less than 90 days, after the coverage under the 
Group Contract ends or is reduced, or; 

• Within 90 days after your Certificate coverage ends or reduces without your request, if you were not given 
written notice. 
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You may select any form of individual life insurance policy (other than term insurance) that Prudential normally makes 
available to persons who are the same age as you and who are asking for the same amount of life insurance. Your 
premiums for the individual life insurance policy will be based on the type and amount of life insurance you select, 
your age and your risk class. 
 
If your coverage reduces without your request, you may convert the amount of the reduction. If your coverage ends 
because you are no longer an Eligible Group Member, the amount you are able to convert may not exceed the total 
amount of life insurance ending for you reduced by: 
 

• The amount of your Certificate Fund needed to cancel any loan due, 
 
• The amount of any paid-up insurance you may have purchased by using your Certificate Fund after the Face 

Amount of insurance ends, and 
 

• The amount of group life insurance, from any carrier, for which you become eligible within the next 45 days. 
 

If a Covered Person dies within 90 days after the Certificate ends or reduces it without your request and you 
otherwise had the right to convert to an individual policy, we will pay a Death Benefit under the Certificate. But, the 
Death Benefit will be equal to the amount of individual insurance you could have had if you had actually made the 
conversion to the individual policy. 
 
Paid-Up Coverage 
 
You may elect to use your Certificate's Cash Surrender Value for Paid-Up Coverage on the Covered Person. To use 
this option, you must have at least $1,000 of Cash Surrender Value on the day you elect Paid-Up Coverage. The 
insurance amount will depend on how much the Cash Surrender Value is and on the Covered Person’s date of birth. 
But, the amount of Paid-Up Coverage cannot be more than your Certificate's Death Benefit right before you elect 
Paid-Up Coverage. Once you elect Paid-Up Coverage, it will be the only coverage provided under your Certificate. 
 
You may elect this option within 61 days of the date your Certificate ended.  Prudential will make the Paid-Up 
Coverage effective as of the end of the Business Day on which Aon Benfield Securities, Inc. receives your request on 
the form we require you to use for this purpose. If you elect this option, your insurance may become a Modified 
Endowment Contract under the Internal Revenue Code. See the Taxes section. 
 
Payment of Cash Surrender Value 

 
You may receive the Cash Surrender Value by surrendering your Certificate. To do this, you must make a request to 
Aon Benfield Securities, Inc. on the form that we require you to use for this purpose. The election of this option may 
have tax consequences. See the Taxes section. 

 
If you do not choose one of the options described above within 61 days of the date the Certificate ends, we will 
exchange your Certificate Fund for Paid-Up Coverage if your Certificate Fund value is at least $1,000. If it does not 
have that much value, we will pay the Cash Surrender Value. 
 
When Proceeds Are Paid 

 
Prudential will generally pay any Death Benefit, Cash Surrender Value, withdrawal or loan proceeds within 7 days 
after Aon Benfield Securities, Inc. receives the request for payment.  We will determine the amount of the Death 
Benefit as of the date of the Covered Person's death.  For other types of redemptions, we will determine the amount 
of the proceeds as of the end of the Business Day on which we received the request in Good Order.  There are 
certain circumstances when we may delay payment of proceeds: 
 

• We may delay payment of proceeds that come from the Funds and the variable part of the Death Benefit if 
any of the following events occurs: the New York Stock Exchange is closed (other than for a regular holiday 
or a weekend), trading is restricted by the SEC, or the SEC declares that an emergency exists. 
 

• We expect to pay proceeds that come from the Fixed Account or from Paid-Up Coverage promptly upon 
request. But, we do have the right to delay these payments (other than the Death Benefit) for up to six months 
(or a shorter period, if required by state law). We will pay interest at the current rate for settlement options left 
with Prudential to accumulate with interest if we may delay payment for more than 10 days. 
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PROCEDURES 
 
Your Group Contract describes various transactions that can be made under your Group Variable Universal Life 
Insurance--for example, how you will submit an enrollment form, make premium payments, request loans and 
withdrawals, and transfer or reallocate money in your Certificate Fund. You should consult the appropriate form to 
learn what those procedures are. 
 
Premium payments must be sent to the AICPA Insurance Trust at the address on your form or bill.   Prudential will 
consider premium payments to be "received" when the AICPA Insurance Trust receives them in Good Order at the 
address on the premium bill or form.  If you send your premium payment to the wrong address or without the correct 
form, it will be forwarded to the correct address and the date of receipt will be the date it is received at the correct 
address and the correct account is determined.    
 
Loan repayments must be sent directly to Prudential at a unique address that appears on the loan repayment form.  
 
All other transactions or requests must be sent to Aon Benfield Securities, Inc. at the address on each respective 
form.  If you do not have the proper form, you may request one from Aon Benfield Securities Inc. at (800) 223-7473.    
Aon Benfield Securities, Inc. is the plan agent for the Contract and is a wholly-owned subsidiary of Aon Corporation 
and an affiliate of Aon Insurance Services. 
 
Electronic Transactions 
 
You may be able to perform some transactions electronically. These transactions include: transferring amounts 
among available investment options, making surrenders, requesting withdrawals, and requesting loans. 
 
Prudential will not be liable when we follow instructions that we receive electronically, if we reasonably believe the 
instructions were genuine. We have adopted security procedures that are reasonably designed to verify that such 
communications are genuine. We cannot guarantee that you will be able to get through to complete an electronic 
transaction during peak periods, such as periods of drastic economic or market change, or during system failures or 
power outages. 
 
When Prudential Reconciles Financial Transactions 
 
Transactions received in Good Order by us before 4 p.m. Eastern time on a Business Day are processed on the 
same day. Transactions received in Good Order after 4 p.m. Eastern time on a Business Day are processed on the 
next Business Day. Premium payments that are not in Good Order are placed in an account and we may earn interest 
on such amount. You will not be credited interest on those amounts. The monies held in the account may be subject 
to claims of our general creditors. 
  

ADDITIONAL INSURANCE BENEFITS  
 
The following additional insurance benefits are available to you, either automatically or as options.   
 
We will not pay a benefit on any Accidental Death Benefit type rider if the death or injury is caused or contributed to 
by war or act of war, declared or undeclared, including resistance to armed aggression.  This restriction includes 
service in the armed forces of any country at war. 
 
Child Term Insurance  
 
You may choose a child term insurance benefit.  This life insurance benefit covers your dependent child or children.  
The child must be unmarried, living at birth and less than 21 years old.  The age 21 limit does not apply to a child who 
is wholly dependent on you for support and maintenance, is enrolled full time as a student in a school and is less than 
age 25.  You should refer to your Certificate to learn the details of any benefit that may be available to you. 

 
If you choose this optional benefit, it will reduce the amount of the annual refund that you could otherwise receive 
from your Group Contract Holder. 
 
Accelerated Benefit Option  
 
You are automatically covered for the Accelerated Benefit Option.   Under an accelerated benefit option (referred to in 
your Certificate as Option to Accelerate Payment of Certain Death Benefits), you can elect to receive an early lump 
sum payment of part of the Certificate's Death Benefit when the Covered Person is diagnosed as being terminally ill. 
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"Terminally ill" means the Covered Person has a life expectancy of 6 months or less. You must give Prudential 
satisfactory evidence that the Covered Person is terminally ill.  
 
The amount of the accelerated payment will be equal to a portion of the Covered Person's Net Amount at Risk, plus a 
portion of the Covered Person's Certificate Fund.  If you elect to receive payment under the Accelerated Benefit 
Option, then the total amount otherwise payable on the Covered Person's death will be reduced by the amount of the 
accelerated payment. 
 
We will not pay an accelerated benefit if coverage was assigned or if you are required to elect it to meet the claims of 
creditors or to obtain a government benefit. We can furnish details about the amount of accelerated benefit that is 
available to you.   Unless required by law, you can no longer request an increase in the Face Amount of your 
Certificate once you have elected to receive an accelerated benefit. The amount of future premium payments you can 
make will also be limited. 
 
Adding the Accelerated Benefit Option to your Certificate will not affect the way you are taxed. This income tax 
exclusion may not apply if the benefit is paid to someone other than the Participant. But, if you actually receive 
proceeds from the Accelerated Benefit Option, it could have tax consequences and may affect your eligibility for 
certain government benefits or entitlements. In general, the accelerated benefit option is excluded from income if the 
Covered Person is terminally ill or chronically ill as defined in the tax law (although the exclusion in the latter case 
may be limited). You should consult a tax adviser before you elect to receive this benefit. 
 
Accidental Death and Dismemberment Benefit 
 
If you are younger than age 75, you may be covered for an Accidental Death and Dismemberment Benefit.  You may 
elect to decline an Accidental Death and Dismemberment Benefit.  An Accidental Death and Dismemberment Benefit 
provides you insurance for accidental loss of life, sight, hand, or foot. This benefit excludes certain types of losses. 
For example, losses due to suicide or attempted suicide, diseases and infirmities, medical or surgical treatments, and 
acts of war are not covered. The benefit may be subject to other exclusions from coverage, age limitations, and 
benefit limitations. You should refer to your Certificate to learn the details of any benefit that may be available to you. 
This benefit ends when you reach age 75. 
 
Extended Death Protection During Total Disability  
 
You may choose an extended Death Benefit option (also referred to as Waiver of Cost of Insurance Charges) that 
provides protection during your total disability. Under this provision, Prudential Insurance will waive your monthly 
charges if you became totally disabled prior to age 60 and your disability continues for at least 9 months. We will 
extend your insurance coverage for successive one-year periods, generally until age 75. You must provide 
satisfactory proof of continued total disability. At age 75, Monthly Charges will again be deducted and coverage may 
lapse if the Certificate Fund is insufficient. See the Lapse section. 
 

PREMIUMS 
 
Your Group Variable Universal Life Insurance has flexible premiums. 
 
Routine Premium Payments 
 
You will usually be able to decide how often to make premium payments and how much each premium payment will 
be. You must make sure that there is enough value in your Certificate Fund--minus Certificate Debt and outstanding 
charges-- to cover each month's charges. If there is not, your insurance will end (in insurance terms, it will "lapse"). If 
the balance in your Certificate Fund is less than the amount of any month's charges, you must make a premium 
payment that increases your Certificate Fund balance above this minimum amount. You must make that payment 
during the grace period. If you don't, your insurance coverage will end.  See the Lapse section to learn how your 
insurance will end and what you can do to stop it from ending. 
 
You will also be required to pay a minimum initial premium to become a Participant. The minimum initial premium 
equals the cost of coverage for the first two months.   
 
Additional Premium Payments 
 
In addition to routine premium payments, you may make additional premium payments at any time. Each additional 
premium payment must be at least $100. Prudential reserves the right to limit the amount of additional premiums. 
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How You Will Pay Premiums  
 
Participants will remit payments to Aon Benfield Securities, Inc. (who will pass them on to us).   
 
Deducting Premiums by Automatic Debit 
 
You may choose to have your premium deducted automatically from your checking or savings account. 
 
Effect of Premium Payments on Tax Status 
 
If you pay additional premiums, we may need to increase your Death Benefit (and corresponding cost of insurance 
charges) to continue to qualify it as life insurance for federal tax purposes.  Also, if you make premium payments 
above certain limits, the tax status of the insurance may change to that of a Modified Endowment Contract under the 
Internal Revenue Code.  That status could have significant disadvantages from a tax standpoint.  We have 
procedures designed to identify most situations in which a premium payment would cause your Certificate to be 
treated as a Modified Endowment Contract.  When we identify such a situation, we generally will notify you and ask 
whether you want us to refund the premium payment.  If you fail to respond within a reasonable time, we will continue 
to process the premium payment as usual. 
 
If you have notified us in the past 13 months that you want us to refund excess premium payments causing Modified 
Endowment Contract treatment and we receive any excess payment which is less than $100.00, then we may, 
without additional notification by you, sell the minimum number of shares necessary so as not to cause your 
Certificate to be treated as a Modified Endowment Contract. 
 
We reserve the right to return any premium payment that would cause your insurance to fail to qualify as life 
insurance under applicable tax laws, or that would increase the Death Benefit by more than it increases the Certificate 
Fund.  See the Taxes section. 
 
Allocation of Premiums 
 
Prudential will deposit premium payments in your Certificate Fund after we deduct any charges that apply. The 
amount of your premium after we deduct those charges is called the "Net Premium."  See the Charges and 
Expenses section.  Your Contract may include Funds that are not currently accepting additional investments. 
 
Here's how Prudential will deposit and invest your Net Premiums: we generally will make deposits to your investment 
options at the end of the Business Day on which Prudential receives the payment. Any payments received before the 
Certificate Date will be deposited as of the Certificate Date.  
 
• BEFORE THE CERTIFICATE DATE. All premium payments must be sent to the AICPA Insurance Trust at the 

address on your form or bill where they are held by the AICPA Insurance Trust for a period of time before they are 
transferred to Prudential.  During that period of time, the AICPA Insurance Trust will hold the payments in an 
account that may bear interest. They may return a portion of the interest in your annual Premium Refund. Once 
premium payments are received from the AICPA Insurance Trust Prudential will (on your behalf) temporarily hold 
any premium payment that it receives before the Certificate Date and any premium payment that is not in Good 
Order in an account and we may earn interest on such amount. You will not be credited interest on those 
amounts. The monies held in the account may be subject to claims of our general creditors. If we receive a 
premium payment before we have approved your enrollment under the Group Contract, however, we generally 
will return the premium payment to you. 

 
• DURING THE FIRST 30 DAYS THAT YOUR CERTIFICATE IS IN EFFECT.  We will invest any Net Premiums 

that we receive during the first 30 days in the Fixed Account.  We will leave the Net Premiums in the Fixed 
Account for those first 30 days.  

 
• AFTER YOUR CERTIFICATE HAS BEEN IN EFFECT FOR 30 DAYS. After your Certificate has been in effect for 

30 days, Prudential will invest the Net Premiums in your Certificate Fund and allocate them by your percentage 
for each investment option in our records. 

 
If you have not given us complete instructions on how you want Net Premiums to be invested, we will leave your Net 
Premiums invested in the Fixed Account until you furnish complete information.  
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Changing the Allocation of Future Premium Payments 
 
You may ask Prudential to change the way your future premium payments will be allocated among the investment 
options. Aon Benfield Securities, Inc. will give you a form to use for this purpose. We will start to allocate premium 
payments in the new way as of the end of the Business Day on which Aon Benfield Securities, Inc. receives your 
request form in Good Order.  The minimum percent that you may allocate to an available investment option is 5%. All 
allocations must be in whole percentages. 
 
You may not change the way Prudential allocates future premiums if, at the time we receive your request, there is not 
enough money in your Certificate Fund, minus Certificate Debt and outstanding charges, to cover each month’s 
charges. See the Lapse section. 
 
We do not currently charge for changing the allocation of your future premiums. But, we may charge for changes in 
the future. 
 
Transfers/Restrictions on Transfers 
 
You may transfer amounts from one investment option to another.  You may request a transfer in terms of dollars 
(such as a transfer of $10,000 from one available option to another) or in terms of a percent reallocation (such as a 
transfer of 25% of your Certificate Fund from one option to another).  
 
There are some rules about how transfers can be made: 
 

• The minimum amount you may transfer from one option to another is $100 (or the entire balance in the 
investment option, if it is less than $100). 

 
• The minimum percent that you may allocate to an available investment option is 5%. All allocations must 

be in whole percents. 
 

For the first 20 transfers in a Certificate Year, you may transfer amounts by proper written notice, or electronically.  
See the Electronic Transactions section. After you have submitted 20 transfers in a Certificate Year, we will accept 
subsequent transfer requests only if they are in a form acceptable to us, bear an original signature in ink, and are sent 
to us by U.S. regular mail.  After you have submitted 20 transfers in a Certificate Year, a subsequent transfer request 
by telephone, fax or electronic means will be rejected, even in the event that it is inadvertently processed. 
 
Multiple transfers that occur during the same day, but prior to the end of the valuation period for that day, will be 
counted as a single transfer. 

 
There is no transaction charge for the first 12 transfers among investment options per Certificate Year.  There is an 
administrative charge of up to $20 for each transfer exceeding 12 in any Certificate Year.     
 
For purposes of the 20 transfer limit, we currently do not count transfers that involve one of our systematic programs, 
such as Dollar Cost Averaging.   For additional information, please see the Dollar Cost Averaging section.   
  
The Group Contract was not designed for professional market timing organizations, other organizations, or individuals 
using programmed, large, or frequent transfers.  Large or frequent transfers among variable investment options in 
response to short-term fluctuations in markets, sometimes called “market timing,” can make it very difficult for Fund 
advisers/sub-advisers to manage the variable investment options.  Large or frequent transfers may cause the Funds 
to hold more cash than otherwise necessary, disrupt management strategies, increase transaction costs, or affect 
performance to the disadvantage of other Participants.  If we (in our own discretion) believe that a pattern of transfers 
or a specific transfer request, or group of transfer requests, may have a detrimental effect on the share prices of the 
variable investment options, or we are informed by a Fund (e.g., by the Fund’s adviser/sub-adviser) that the purchase 
or redemption of shares in the variable investment option must be restricted because the Fund believes the transfer 
activity to which such purchase or redemption relates would have a detrimental effect on share price of the affected 
variable investment option, we may modify your right to make transfers by restricting the number, timing, and amount 
of transfers.  We reserve the right to prohibit transfer requests made by an individual acting under a power of attorney 
on behalf of more than one Participant.  We will immediately notify you at the time of a transfer request if we exercise 
this right. 
 
Any restrictions on transfers will be applied uniformly to all Participants, and will not be waived.  However, due to the 
discretion involved in any decision to exercise our right to restrict transfers, it is possible that some Participants may 
be able to effect transactions that could affect Fund performance to the disadvantage of other Participants. 
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Your Contract may include Funds that are not currently accepting additional investments.  See the section titled The 
Prudential Variable Contract Account GI-2. 
 
Owners of variable life insurance or variable annuity contracts that do not impose the above-referenced transfer 
restrictions might make more numerous and frequent transfers than Participants and other contract owners who are 
subject to such limitations.  Contract owners who are not subject to the same transfer restrictions may have the same 
underlying variable investment options available to them, and unfavorable consequences associated with such 
frequent trading within the underlying variable investment option (e.g., greater portfolio turnover, higher transaction 
costs, or performance or tax issues) may affect all contract and Participants.   
 
The Funds have adopted their own policies and procedures with respect to excessive trading of their respective 
shares, and we reserve the right to enforce these policies and procedures.  The prospectuses for the Funds describe 
any such policies and procedures, which may be more or less restrictive than the policies and procedures we have 
adopted.  Under SEC rules, we are required to: (1) enter into a written agreement with each portfolio or its principal 
underwriter that obligates us to provide to the Fund promptly upon request certain information about the trading 
activity of individual Contract owners, and (2) execute instructions from the Fund to restrict or prohibit further 
purchases or transfers by specific Contract owners who violate the excessive trading policies established by the 
Fund.  In addition, you should be aware that some Funds may receive “omnibus” purchase and redemption orders 
from other insurance companies or intermediaries such as retirement plans.  The omnibus orders reflect the 
aggregation and netting of multiple orders from individual owners of variable insurance contracts and/or individual 
retirement plan Participants.  The omnibus nature of these orders may limit the Funds in their ability to apply their 
excessive trading policies and procedures.  In addition, the other insurance companies and/or retirement plans may 
have different policies and procedures or may not have any such policies and procedures because of contractual 
limitations.  For these reasons, we cannot guarantee that the Funds (and thus Contract owners) will not be harmed by 
transfer activity relating to other insurance companies and/or retirement plans that may invest in the Funds. 
 
A Fund also may assess a short term trading fee in connection with a transfer out of the variable investment option 
investing in that Fund that occurs within a certain number of days following the date of allocation to the variable 
investment option.  Each Fund determines the amount of the short term trading fee and when the fee is imposed. The 
fee is retained by or paid to the Fund and is not retained by us.  The fee will be deducted from your Contract Value to 
the extent allowed by law.  At present, no Fund has adopted a short-term trading fee. 
 
Although our transfer restrictions are designed to prevent excessive transfers, they are not capable of preventing 
every potential occurrence of excessive transfer activity. 

 
Transfers will take effect as of the end of the Business Day in which a proper transfer request is received by Aon 
Benfield Securities, Inc. on the form we require you to use for this purpose. Aon Benfield Securities, Inc. will give you 
a form to request a transfer.  
 
Dollar Cost Averaging 
 
As an administrative practice, we currently offer a feature called Dollar Cost Averaging, or DCA.  Once the free look 
period ends, this feature lets you systematically transfer specified dollar amounts from the Prudential Series Fund 
Money Market Portfolio to the other available Funds at monthly intervals, excluding any Funds that are not currently 
accepting additional investments.  See the section titled The Prudential Variable Contract Account GI-2. You can 
request that a designated number of transfers be made under the DCA feature. When we make transfers under the 
DCA feature, the transfers are effective as of the end of the first Business Day of the following month. 
  
You may use DCA at any time after your Certificate becomes effective. But, to start the DCA feature, you usually 
have to make a premium payment of at least $1,000 to the Series Fund Money Market Portfolio. And, the minimum 
transfer amount is $100. 
 
Aon Benfield Securities, Inc. will give you a form to request DCA. If Aon Benfield Securities, Inc. receives your 
request form in Good Order by the tenth of the month, we will start DCA processing during the next month.  If the 
request is received after the tenth day of the month, we will start DCA processing during the month after the next 
month. We will terminate the DCA arrangement when any of the following events occur: 
 

• We have completed the designated number of transfers;  
 

• The amount you have invested in the Prudential Series Fund Money Market Portfolio is not enough to 
complete the next transfer;  

 
• Aon Benfield Securities, Inc. receives your written request to end the DCA arrangement; or 
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• You no longer have coverage under the Group Variable Universal Life Insurance. 
    
Currently, we do not charge for the DCA arrangement but we may in the future.  
  
The main objective of DCA is to shield investments from short-term price fluctuations. Since the same dollar amount 
is transferred to an available Fund with each transfer, you buy more of the Fund when its price is low and less of the 
Fund when its price is high. Therefore, you may achieve a lower average cost over the long term. This plan of 
investing does not assure a profit or protect against a loss in declining markets. 
 
We reserve the right to change this practice, modify the requirements, or discontinue the feature. 
 

DEATH BENEFITS 
 
When Proceeds Are Paid 
 
Prudential will pay a Death Benefit to the beneficiary you have named, when the Covered Person dies. 
 
Amount of the Death Benefit 
 
The Death Benefit is the Face Amount of insurance plus the value of the Certificate Fund as of the date of death 
minus any Certificate Debt and any past due monthly charges. But, the Death Benefit will not be less than the Face 
Amount of insurance shown plus the amount of any additional insurance benefit, if the Covered Person’s insurance is 
not in default and there is no Certificate Debt or withdrawal. 
 
When a Covered Person attains age 100, the person’s Death Benefit will be equal to the Certificate Fund, less any 
Certificate Debt outstanding and any past due monthly charges.  The Face Amount of Insurance ends, the monthly 
Expense Charges for the Cost of Insurance will no longer be required and Prudential will no longer accept premiums.  
Any additional provisions that may have been part of the Variable Universal Life Coverage will end. 
 
Adjustment in The Death Benefit 
 
The Certificate Fund may have grown to the point where we would need to increase the Death Benefit to be certain 
that the insurance will meet the Internal Revenue Code's definition of life insurance using the “Cash Value 
Accumulation Test”. 

 
If that were the case for your Certificate, we would increase the Death Benefit (before we deduct any Certificate Debt 
and outstanding charges) to make it equal the Certificate Fund divided by the Net Single Premium per dollar of 
insurance for the Covered Person’s Attained Age. For this purpose, we base the Net Single Premium on the 1980 
CSO Male Table, and interest rates as described in The Internal Revenue Code, Section 7702.  
 
Death Claim Settlement Options  
 
Prudential may make a range of settlement and payment options available to group life insurance beneficiaries. The 
standard method of settling group life insurance benefits for the AICPA Insurance Trust is payment via a lump sum 
check.   
 
The following settlement options are also available (please note availability of options is subject to change): 
 
Another way of settling claims of $5,000 or more is via a retained asset account, such as Prudential’s Alliance 
Account whereby funds are held with Prudential. When the claim is paid, the full amount of life insurance proceeds 
payable to the claimant is settled in a single distribution by the establishment of an interest-bearing Alliance Account 
in the beneficiary’s name. Beneficiaries are notified of claim approval resulting in Alliance Account settlement and are 
mailed a welcome kit containing a personalized draft book with drafts that the beneficiary can use as he/she would 
use bank checks. Alliance Account kits also contain disclosures explaining the operation of the account. The 
beneficiary can access all funds immediately, may leave funds in the account as long as desired, and preserves the 
ability to transfer all or some funds to other settlement options as available. Statements are mailed at least quarterly, 
or as frequently as monthly based on activity in the account. The Alliance Account has no monthly charges, per check 
charges or check reorder charges but may incur fees for special services such as stop payment requests, requests 
for check copies, or requests for priority delivery of additional checks; a complete list of applicable fees is available 
upon request.  
 
The Alliance Account begins earning interest immediately and continues earning interest until all funds are withdrawn 
or the account is closed based on any minimum balance requirement, in which event a close-out check is sent to the 
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beneficiary. Interest is accrued daily, compounded daily, and credited monthly. The interest rate may change at any 
time, subject to a minimum rate applicable for successive 90 day periods, and is adjusted at Prudential’s discretion 
based on variable economic factors and may be more or less than the rate Prudential earns on the funds in the 
account. Changes in the minimum interest rate, if any, are communicated to Alliance accountholders in advance via 
their quarterly statements or by calling customer support. Alliance Accounts include dedicated customer support and 
can obtain information 24-hours a day via an automated system. State law requires that if there is no account activity 
and we have not had contact with the accountholder after a number of years (which time period varies by state), the 
account may be considered dormant. If the Alliance Account becomes dormant, the accountholder will be mailed a 
check for the remaining balance plus interest, at their last address shown on our records. If the accountholder does 
not timely cash that check, their funds will be transferred to the state as unclaimed property. If the funds are 
transferred to the state, the accountholder may claim those funds from the state but they may be charged a fee by the 
state. Once the funds are transferred to the state, we no longer have any liability with respect to the accountholder’s 
Alliance Account.  
 
The Alliance Account is backed by the financial strength of The Prudential Insurance Company of America. All funds 
are held within Prudential’s general account. It is not FDIC insured because it is not a bank product. Funds held in the 
Alliance Account are guaranteed by State Guaranty Associations. Please contact the National Organization of Life 
and Health Insurance Guaranty Associations (www.nolhga.com) to learn more about coverage or limitations. State 
Guaranty Fund coverages are not determined by Prudential. For further information, the State Department of 
Insurance may also be contacted. Prudential may contract with third parties to provide a check clearing, account 
servicing and processing support. Alliance is not available for payments less than $5,000, payments to individuals 
residing outside the United States and its territories, and certain other payments. These payments will be paid by 
check. Beneficiaries may wish to consult a tax advisor regarding interest earned on the account.  
 
Prudential’s Alliance Account is a registered trademark of The Prudential Insurance Company of America. Questions 
about Prudential’s Alliance Account can be directed to Alliance Customer Service toll free at 877-255-4262 or by 
writing to Prudential Alliance Account, PO BOX 41582, Philadelphia, PA 19176. 
 
Payments for a Fixed Period 
 
The Death Benefit plus interest may be paid over a fixed number of years (1 to 25) either monthly, quarterly, semi-
annually, or annually. The payment amount will be higher or lower depending on the period selected and the interest 
rate may change. Beneficiaries may withdraw the total present value of payments not yet made at any time. 
 
Payments in Installments for Life  
 
The Death Benefit may provide monthly payments in installments for as long as the beneficiary lives. Beneficiaries 
may choose a guaranteed minimum payment period (5, 10, or 20 years) or an installment refund, which will guarantee 
that the sum of the payments equals the amount of the Death Benefit payable under this option. If the beneficiary dies 
before Prudential has made all guaranteed payments, we will pay the present value of the remaining guaranteed 
payments to a payee your beneficiary designates. If your beneficiary does not choose a payment period, no Death 
Benefits will be paid.  
 
Payment of a Fixed Amount  
 
The beneficiary may choose an income payment of a stated amount either monthly, quarterly, semi-annually, or 
annually. Prudential will make the payment until the proceeds and interest earned are fully paid. Your beneficiary 
receives a guaranteed specified sum for a limited number of years. The interest rate can change. Any interest 
credited will be used to extend the payment period.  
 
Under each of the previously-mentioned alternative options, each payment must generally be at least $20.  
 
Interest Income  
 
All or part of the proceeds may be left with Prudential to earn interest, which can be paid annually, semi-annually, 
quarterly, or monthly. The minimum deposit is $1,000. This option allows your beneficiary to choose another 
settlement option at a later time. Withdrawals of $100 or more (including the entire unpaid Death Benefit) can be 
made at any time.  
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Lump Sum  
 
Your beneficiary may choose to receive the full death benefit in a single lump sum check.  
 
If the beneficiary elects one of these settlement options, the tax treatment of the Death Benefit may be different than it 
would have been had the option not been elected. Please consult your tax advisor for advice.  
 
Changes in Face Amount of Insurance  
 
The Face Amount of insurance may increase or decrease. You may choose to increase or decrease the Face Amount 
of your insurance at certain times according to the Group Contract and Prudential's rules. The Face Amount may also 
decrease automatically when you reach age 75 and age 80. Here are some general statements about changes in 
your Face Amount of insurance. But you should read your Certificate to learn how changes work in your case.  
 
When your Face Amount of insurance changes - whether it increases or decreases - the change may cause your 
insurance to be treated as a Modified Endowment Contract under the Internal Revenue Code. When we identify such 
a situation, we generally will notify you and ask whether you want us to process the Face Amount of insurance 
change. When you respond to this notification, we will process the change as you have requested in your response.  
The Good Order date that we receive your response to this notification will be the effective date of this Face Amount 
change.  Also, a decrease in coverage may limit the amount of premiums that you may contribute in the future. See 
the Taxes section.  You should consult your tax adviser before you change the Face Amount of your insurance. 
 
Increases in Face Amount 
 
Whether you are eligible to increase the Face Amount will depend on several factors at the time you request an 
increase.  These factors include: 
 

• your current Face Amount;. 
 

• your age; 
 
• your AICPA membership; 

 
• your State Society of CPA or other qualifying organization membership; and  

 
• the schedule of coverage available. 

    
When we receive a request to increase the Face Amount of insurance, Prudential may ask questions about the 
Covered Person's health, or require the Covered Person to have a medical exam, before the increase can become 
effective. Based on the answers to the questions or on the exam, Prudential may not allow the increase. 

 
An increase in the Face Amount will result in higher insurance charges because our Net Amount at Risk will increase. 
 
Decreases in Face Amount 
 
Whether you are eligible to decrease the Face Amount will depend on several factors at the time you request a 
decrease.  These factors include: 
 

• The reduced Face Amount must be a scheduled amount available to you. 
 

• A Participant may not decrease the Face Amount to less than $10,000 or below the minimum amount 
required to maintain status as life insurance under federal tax laws. 

 
• The Face Amount may decrease automatically when you attain ages 75 and 80. 

 
We will calculate the change in the Face Amount at the end of the first Business Day on or after the receipt of your 
instructions to decrease the Face Amount or when you attain age 75 or 80. The actual decrease will generally take 
effect on the first Monthly Deduction Date after that. Sometimes it may take an additional month before the charges 
change. If that happens, we will adjust the amount we deduct the first month after the decrease takes effect to credit 
you for any extra monthly charges we deducted the previous month. 
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How We Calculate the Face Amount of Your Insurance When You Reach Age 75 and Age 80 
 
When you reach age 75, we will reduce the Face Amount to: 

 
(1) Five times the value of the Certificate Fund, or 
 
(2) 75% of the Face Amount prior to age 75, whichever is greater 

 
When you reach age 80, we will reduce the Face Amount to: 

 
(1) Five times the value of the Certificate Fund, or 
 
(2) 50% of the Face Amount prior to age 75, whichever is greater 

 
Once the Face Amount is recalculated, it will be rounded to the next highest $10,000 increment.  We will determine 
the amount of any reduction that occurs due to your attainment of an age on the later of (1) the Contract Anniversary 
coinciding with or next following your attainment of the reduction age and (2) the Contract Anniversary (October 1) on 
or after the tenth anniversary of the day on which you became insured for GVUL under the Group Contract. 
 
The value of the Certificate Fund used in determining the reduced Face Amount will be calculated on the last 
Business Day prior to the effective date of the reduction. 
 
But in no event will your ultimate Face Amount of insurance, as determined above, exceed your amount of insurance 
on the day prior to your attainment of the reduction age.  Nor will your amount of insurance at anytime be reduced to 
an amount below an amount required to keep the coverage within the definition of the life insurance under the Internal 
Revenue Code of 1986, or successor law, without reducing the Certificate Fund. 
 

SURRENDER AND WITHDRAWALS 
 
Surrender of a Certificate 
 
You may surrender your Certificate for its Cash Surrender Value at any time. If you do, all insurance coverage will 
end. Prudential will calculate the Cash Surrender Value as of the end of the Business Day on which Aon Benfield 
Securities, Inc. receives your request form in Good Order. 
 
We will pay the proceeds as described in the When Proceeds Are Paid section. If you redeem units from your 
Certificate Fund that you just purchased and paid for by check or ACH (Automatic Clearing House) transfer, we will 
process your redemption, but will delay sending you the proceeds for up to 10 calendar days to allow the check or 
ACH transfer to clear.   
 
A surrender may have tax consequences. See the Taxes section. 
 
Cash Surrender Value 
 
The Cash Surrender Value of your Certificate is equal to your Certificate Fund minus any Certificate Debt, 
outstanding charges. On any day, your Certificate Fund equals the sum of the amounts in the Funds, the amount 
invested in the Fixed Account, and the Loan Account.  See the Loans section. 
 
The Cash Surrender Value will change daily to reflect: 
   

• Net Premiums; 
 

• Withdrawals; 
 

• Increases or decreases in the value of the Funds you selected; 
 

• Interest credited on any amounts allocated to the Fixed Account and on the Loan Account; 
 

• Interest accrued on any loan; 
 

• The daily asset charge for mortality and expense risks assessed against the variable investment options; 
and 
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• Monthly charges that Prudential deducts from your Certificate Fund. 

 
If you ask, Aon Benfield Securities, Inc. will tell you the amount of the Cash Surrender Value of your Certificate. 
Prudential does not guarantee a minimum Cash Surrender Value. It is possible for the Cash Surrender Value of your 
Certificate to be zero. 
 
Withdrawals 
 
While your Certificate is in effect, you may withdraw part of your Certificate's Cash Surrender Value (“Withdrawal”). 
We will take it from each investment option you selected in the same proportions as the value of your Certificate Fund 
is invested, unless your request tells us to take the withdrawal from only selected investment options. 
 
Withdrawals will be effective as of the end of the Business Day on which Aon Benfield Securities, Inc. receives your 
request form in Good Order. We will pay you the amount withdrawn as described in the When Proceeds Are Paid 
section. If you redeem units from your Certificate Fund that were recently purchased by check or ACH transfer, we 
will process your redemption, but will delay sending you the proceeds for up to 10 calendar days to allow the check or 
ACH transfer to clear. 
 
You must withdraw at least $200 in any withdrawal. You may withdraw any amount that is more than $200, but you 
must leave enough in your Certificate Fund (less any Certificate Debt and outstanding charges) to pay the next 
month's charges. 
 
There is no limit on the number of withdrawals you can make in a year. However, there is a transaction charge for 
each withdrawal. Currently, this charge is $10 or 2% of the amount you withdraw, whichever is less. In the future, 
Prudential Insurance may raise this charge, but not above $20. We will deduct the transaction charge from the 
amount you withdraw. A withdrawal will decrease the amount of the Death Benefit. 
 
You may not repay any amount that you withdraw, although you generally may make additional premium payments.  
Withdrawals may have tax consequences. See the Taxes section. 
 
Payment of Cash Surrender Value  
 
You may receive the Cash Surrender Value by surrendering your Certificate. To do this, you must make a request to 
Aon Benfield Securities, Inc. on the form that we require you to use for this purpose. The election of this option may 
have tax consequences. See the Taxes section. 
 
If you do not choose one of the options described above within 61 days of the date the Certificate ends, we will 
exchange your Certificate Fund for Paid-Up Coverage if your Certificate Fund value is at least $1,000. If it does not 
have that much value, we will pay the Cash Surrender Value. 
 

LOANS 
 
You may borrow up to the Maximum Loan Value of your Certificate Fund. The Maximum Loan Value is 90% of your 
Certificate Fund minus any existing loan (and its accrued interest), outstanding charges, and the amount of the next 
month's charges. In states that require it, you may borrow a greater amount. 
 
You cannot take a loan if the Certificate Debt exceeds the Maximum Loan Value. Prudential will pay loan proceeds as 
described in the When Proceeds Are Paid section. 
 
Interest charged on the loan accrues daily at a rate that Prudential sets each year.  Interest payments are due the last 
business day before the Contract Anniversary. If you do not pay the interest when it is due, we will add it to the 
principal amount of the loan. When this happens, we will take an amount out of your investment options to make the 
loan and the Loan Account equal in value. 

 
When you take a loan from your Certificate Fund, here's what happens: 
 

• We will take an amount equal to the loan out of each of your investment options on a pro-rata basis unless 
you tell us to take it only from selected investment options. 
 

• We will start a Loan Account for you and will credit the Loan Account with an amount equal to the loan. 
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• We will generally credit interest to the amount in the Loan Account at an effective annual rate that is 
currently 1% less than the rate Prudential Insurance charges as interest on the loan. The crediting rate will 
generally be equal to the Fixed Account crediting rate, but will never be less than 4%.   

 
You may repay all or part of a loan at any time. We will apply a loan repayment first against any unpaid loan interest 
and then to reduce the principal amount of the loan. You may repay a loan either by repayment or by withdrawing 
amounts from the Certificate Fund.  You should send your loan repayments directly to Prudential Insurance. You may 
request a loan repayment form from Aon Benfield Securities, Inc..   
 
If you repay a loan by using the Certificate Fund, we will treat the repayment as a withdrawal from the Certificate 
Fund. A withdrawal may have tax consequences. See the Withdrawals section and the Taxes section. 
 
A loan will not cause your Certificate to lapse. However, your loan plus accrued interest (together, these are called 
"Certificate Debt") may not equal or exceed the value of your Certificate Fund. If Certificate Debt exceeds the value of 
your Certificate Fund, you will not have enough money in your Certificate Fund to cover the month's charges and your 
coverage will end. See the Lapse section below. 
 
If you still have Certificate Debt outstanding when you surrender your Certificate or when you allow your Certificate to 
lapse, the amount you borrowed may become taxable. Also, loans from Modified Endowment Contracts may be 
treated for tax purposes as distributions of income. See the Taxes section. 
 
If we pay the Death Benefit or the Cash Surrender Value while a loan is outstanding, we will reduce the Death Benefit 
or the Cash Surrender Value by the amount of the loan plus any accrued interest. 
 
A loan will have a permanent effect on your Certificate's Cash Surrender Value. It may also have a permanent effect 
on the Death Benefit. This happens because the investment results of the investment options you selected will apply 
only to the amount remaining in those investment options after the loan amount is transferred to the Loan Account. 
The longer a loan is outstanding, the greater the effect is likely to be.  The effect could be favorable or unfavorable.  If 
investment results are greater than the rate being credited on the amount of the loan while the loan is outstanding, 
values under the Contract will not increase as rapidly as they would have if no loan had been made.  If investment 
results are below that rate, Contract values will be higher than they would have been had no loan been made. 
 

LAPSE AND REINSTATEMENT 
 
In general, your Certificate will remain in force as long as the balance in your Certificate Fund (less any Certificate 
Debt and outstanding charges) is enough to pay the monthly charges when due. If the Certificate Fund balance is not 
enough, Aon Benfield Securities, Inc. will send you a notice to tell you that your insurance is going to end, how much 
you must pay to stop it from ending, and when you must pay.  We will send the notice to the last known address we 
have on file for you.  This payment must be received by the end of the grace period, or the Certificate will no longer 
have any value.  The grace period is currently 71 days.  However, we guarantee that the grace period will be at least 
the later of 61 days after the Monthly Deduction Date, or 30 days after the date Aon Benfield Securities, Inc. mailed 
you the notice.  A Certificate that lapses with Certificate Debt may affect the way you are taxed. See the Taxes 
section. 
 
If the Covered Person dies during the grace period, we will reduce the Death Benefit by any past due monthly 
charges and by any Certificate Debt. 
 
You may request reinstatement of a lapsed Certificate any time within 3 years after the end of the grace period. But, 
you must be less than the maximum age at which a Certificate may be held. We will not reinstate a lapsed Certificate 
if the Group Contract under which the Certificate was issued ended or if you are no longer an Eligible Group Member.  
(If you are an Applicant Owner, we will not reinstate a lapsed Certificate if the Covered Person is no longer eligible for 
coverage under the Group Contract.)  
 
To reinstate your Certificate, you must send the following items to Aon Benfield Securities, Inc.: 
 

• A written request for reinstatement;  
 

• Evidence of the good health of the Covered Person. The evidence must be satisfactory to Prudential; 
 

• A premium payment that is at least enough, after deduction of any charges that apply, to pay the monthly 
charges for the grace period and for two more months. See the Charges and Expenses section; 
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• We will make your Certificate effective again on the Monthly Deduction Date that occurs after we approve 
your request for reinstatement. The terms of your original Certificate will still apply. We will apply a new two-
year period of incontestability.  See the Incontestability section.   

 
Currently, we do not charge for a reinstatement. But, we reserve the right to charge for reinstatements in the future.  
Reinstatement of your Certificate does not reverse or eliminate tax reporting related to a lapse with an outstanding 
loan. 
 

TAXES 
 
This summary provides general information on federal income tax treatment of a Certificate under the Group 
Contract. It is not a complete statement of what federal income taxes will be in all circumstances. It is based on 
current law and interpretations, which may change. It does not cover state taxes or other taxes. It is not intended as 
tax advice. You should consult your own tax adviser for complete information and advice. 
 
Treatment as Life Insurance and Investor Control 
 
The Certificate must meet certain requirements to qualify as life insurance for tax purposes. These requirements 
include certain definitional tests and rules for diversification of investments. For further information on the 
diversification requirements, see Dividends, Distributions and Taxes in the applicable Fund prospectuses or 
Statements of Additional Information.  
 
We believe we have taken adequate steps to insure that the Certificate qualifies as life insurance for tax purposes. 
Generally speaking, this means that: 
 

• You will not be taxed on the growth of the Funds in the Certificate Fund, unless you receive a distribution from 
the Certificate Fund, and 

    
• The Certificate's Death Benefit will be income tax free to your beneficiary. 

 
Although we believe that the Certificate should qualify as life insurance for tax purposes, there are some 
uncertainties, particularly because the Secretary of Treasury has not yet issued permanent regulations that bear on 
this question. Moreover, regulations issued to date do not provide guidance concerning the extent to which 
Participants may direct their investments to the particular available Subaccounts of a separate account without 
causing the Participants, instead of Prudential Insurance, to be considered the owners of the underlying assets. The 
ownership rights under the Certificate are similar to, but different in certain respects from, those addressed by the 
Internal Revenue Service (“IRS”) rulings holding that the insurance company was the owner of the assets. For 
example, Participants have the choice of more funds and the ability to reallocate amounts among available 
Subaccounts more frequently than in the rulings. While we believe that Prudential Insurance will be treated as the 
owner of the separate account assets, it is possible that the Participants may be considered to own the assets. 
 
Because of these uncertainties, we reserve the right to make changes--which will be applied uniformly to all 
Participants after advance written notice--that we deem necessary to insure that the Certificates under the Group 
Contract will qualify as life insurance and that Prudential Insurance will be treated as the owner of the underlying 
assets. 
 
In order to meet the definition of life insurance rules for federal income tax purposes, the Certificate must satisfy the 
Cash Value Accumulation Test under the Internal Revenue Code.   
 
Under the Cash Value Accumulation Test, the Certificate must maintain a minimum ratio of Death Benefit to cash 
value. Therefore, in order to ensure that the Certificate qualifies as life insurance, the Certificate's Death Benefit may 
increase as the Certificate Fund value increases.  The Death Benefit, at all times, must be at least equal to the 
Certificate Fund multiplied by the applicable Attained Age factor. 
 
Pre-Death Distributions 
 
The tax treatment of any distribution you receive before the Covered Person's death depends on whether your 
Certificate is classified as a Modified Endowment Contract. 
 
Certificates Not Classified As Modified Endowment Contracts 
 

• If you surrender your Certificate or allow it to lapse, you will be taxed on the amount you receive in excess of 
the premiums you paid less the untaxed portion of any prior withdrawals. For this purpose, you will be treated 
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as receiving any portion of the Cash Surrender Value used to repay Certificate Debt. In other words, you will 
immediately have taxable income to the extent of gain in the Contract.  Reinstatement of the Contract after 
lapse will not eliminate the taxable income which we are required to report to the Internal Revenue Service 
("IRS").  The tax consequences of a surrender may differ if you take the proceeds under an income payment 
settlement option. 

 
• Generally, you will be taxed on a withdrawal to the extent the amount you receive exceeds the premiums you 

paid for the Certificate less the untaxed portion of any prior withdrawals. However, under some limited 
circumstances, in the first 15 Certificate Years, all or a portion of a withdrawal may be taxed if the Certificate 
Fund exceeds the total premiums paid less the untaxed portions of any prior withdrawals, even if total 
withdrawals do not exceed total premiums paid. 

 
• Extra premiums for optional benefits and riders generally do not count in computing the premiums paid for the 

Certificate for the purposes of determining whether a withdrawal is taxable. 
 

• Loans you take against the Certificate are ordinarily treated as debt and are not considered distributions 
subject to tax. 

 
Modified Endowment Contracts 
 

• The rules change if the Certificate is classified as a Modified Endowment Contract. The Certificate could be 
classified as a Modified Endowment Contract if premiums in excess of certain IRS limits are paid, or a change 
in the Face Amount of insurance is made (or an additional benefit is added or removed).  You should first 
consult a tax adviser if you are contemplating any of these steps. 

 
• If the Certificate is classified as a Modified Endowment Contract, then amounts you receive under the 

Certificate before the Covered Person's death, including loans, withdrawals, and premium refunds (passed on 
to you as an annual refund) which are not reinvested are included in income to the extent that the Certificate 
Fund exceeds the premiums paid for the Certificate increased by the amount of any loans previously included 
in income and reduced by any untaxed amounts previously received other than the amount of any loans 
excludible from income. An assignment of a Modified Endowment Contract is taxable in the same way. 

 
• These rules also apply to loans, withdrawals, premium refunds which are not reinvested, and full surrenders 

made during the two-year period before the time that the Certificate became a Modified Endowment Contract. 
    

• Any taxable income on pre-death distributions (including full surrenders) is subject to a penalty tax of 10 
percent unless the amount is received on or after age 59½, on account of your becoming disabled or as a life 
annuity. 

     
• All Modified Endowment Contracts issued by us to you during the same calendar year are treated as a single 

Certificate for purposes of applying these rules. 
 
Withholding 
 
You must affirmatively elect that no taxes be withheld from a pre-death distribution. Otherwise, the taxable portion of 
any amounts you receive will be subject to withholding. You are not permitted to elect out of withholding if you do not 
provide a social security number or other taxpayer identification number. You may be subject to penalties under the 
estimated tax payment rules if your withholding and estimated tax payments are insufficient to cover the tax due. 
 
Other Tax Considerations 
 
If you transfer or assign the Certificate to someone else, there may be gift, estate and/or income tax consequences. If 
you transfer the Certificate to a person two or more generations younger than you (or designate such a younger 
person as a beneficiary), there may be Generation Skipping Transfer tax consequences. Deductions for interest paid 
or accrued on Certificate Debt or on other loans that are incurred or continued to purchase or carry the Certificate 
may be denied. Your individual situation or that of your beneficiary will determine the federal estate taxes and the 
state and local estate, inheritance and other taxes due if you or the Covered Person, if different, dies. 
 
The earnings of the Account are taxed as part of Prudential's operations. The Account does not intend to qualify as a 
regulated investment company under the Internal Revenue Code. 
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Federal Income Tax Status Of Amounts Received Under The Certificate 
 
Variable life insurance contracts receive the same Federal income tax treatment as conventional life insurance 
contracts (those where the amount of the Death Benefit is fixed instead of variable). Here's what that means: 
 

• First, the Death Benefit is generally not included in the gross income of the beneficiary; 
 

• Second, increases in the value of the Certificate Fund are generally not included in the taxable income of 
the Participant. This is true whether the increases are from income or capital gains; 
    

• Third, surrenders and withdrawals are generally treated first as a return of your investment in the Certificate 
and then as a distribution of taxable income. The taxable portion of the distribution is taxed as ordinary 
income. Different tax rules apply if your Certificate is classified as a Modified Endowment Contract. See the 
Pre-Death Distributions section. 
     

• Fourth, loans are not generally treated as distributions. Different tax rules apply if your Certificate is 
classified as a Modified Endowment Contract. See the Pre-Death Distribution section. 

 
You should consult your tax adviser for guidance on your specific situation. 
 
Company Taxes 
 
We will pay company income taxes on the taxable corporate earnings created by this separate account product.  
While we may consider company income taxes when pricing our products, we do not currently include such income 
taxes in the tax charges you pay under the contract.  We will periodically review the issue of charging for these taxes 
and may impose a charge in the future. 
 
In calculating our corporate income tax liability, we derive certain corporate income tax benefits associated with the 
investment of company assets, including separate account assets, which are treated as company assets under 
applicable income tax law.  These benefits reduce our overall corporate income tax liability.  Under current law, such 
benefits may include foreign tax credits and corporate dividend received deductions.  We do not pass these tax 
benefits through to holders of the separate account group variable life insurance contracts because (i) the contract 
owners are not the owners of the assets generating these benefits under applicable income tax law and (ii) we do not 
currently include company income taxes in the tax charges you pay under the contract.  We reserve the right to 
change these tax practices. 
 

LEGAL PROCEEDINGS  
 
Prudential is subject to legal and regulatory actions in the ordinary course of its businesses. Pending legal and 
regulatory actions include proceedings relating to aspects of Prudential’s businesses and operations that are specific 
to it and proceedings that are typical of the businesses in which it operates, including in both cases businesses that 
have been either divested or placed in wind-down status. Some of these proceedings have been brought on behalf of 
various alleged classes of complainants. In certain of these matters, the plaintiffs are seeking large and/or 
indeterminate amounts, including punitive or exemplary damages. The outcome of litigation or a regulatory matter, 
and the amount or range of potential loss at any particular time, is often inherently uncertain. 
  
In January 2013, a qui tam action on behalf of the State of Florida, Total Asset Recovery Services v. Met Life Inc., et 
al., Manulife Financial Corporation, et. al., Prudential Financial, Inc., The Prudential Insurance Company of America, 
and Prudential Insurance Agency, LLC., filed in the Circuit Court of Leon County, Florida, was served on Prudential. 
The complaint alleges that Prudential failed to escheat life insurance proceeds to the State of Florida in violation of 
the Florida False Claims Act and seeks injunctive relief, compensatory damages, civil penalties, treble damages, 
prejudgment interest, attorneys’ fees and costs.  In March 2013, Prudential filed a motion to dismiss the complaint. 
  
In September 2012, the State of West Virginia, through its State Treasurer, filed a lawsuit, State of West Virginia ex. 
Rel. John D. Perdue v. The Prudential Insurance Company of America, in the Circuit Court of Putnam County, West 
Virginia. The complaint alleges violations of the West Virginia Uniform Unclaimed Property Fund Act by failing to 
properly identify and report all unclaimed insurance policy proceeds which should either be paid to beneficiaries or 
escheated to West Virginia. The complaint seeks to examine the records of Prudential to determine compliance with 
the West Virginia Uniform Unclaimed Property Fund Act, and to assess penalties and costs in an undetermined 
amount. In October 2012, the State of West Virginia commenced a second action, State of West Virginia ex. Rel. 
John D. Perdue v. Pruco Life Insurance Company making the same allegations stated in the action against The 
Prudential Insurance Company of America. 
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In January 2012, a qui tam action on behalf of the State of Illinois, Total Asset Recovery Services v. Met Life Inc, et 
al., Prudential Financial, Inc., The Prudential Insurance Company of America, and Prudential Holdings, LLC , filed in 
the Circuit Court of Cook County, Illinois, was served on Prudential. The complaint alleges that Prudential failed to 
escheat life insurance proceeds to the State of Illinois in violation of the Illinois False Claims Whistleblower Reward 
and Protection Act and seeks injunctive relief, compensatory damages, civil penalties, treble damages, prejudgment 
interest, attorneys’ fees and costs. In April 2012, Prudential filed a motion to dismiss the complaint. In September 
2012, the complaint was withdrawn without prejudice. In March 2012, a  qui tam  action on behalf of the State of 
Minnesota,  Total Asset Recovery v. MetLife Inc., et al., Prudential Financial Inc., The Prudential Insurance Company 
of America and Prudential Holdings, Inc., filed in the Fourth Judicial District, Hennepin County, in the State of 
Minnesota was served on Prudential. The complaint alleges that Prudential failed to escheat life insurance proceeds 
to the State of Minnesota in violation of the Minnesota False Claims Act and seeks injunctive relief, compensatory 
damages, civil penalties, treble damages, prejudgment interest, attorneys’ fees and costs. In June 2012, Prudential 
filed a motion to dismiss the complaint. In December 2012, the Court granted Prudential’s motion to dismiss, and the 
complaint was dismissed with prejudice. 
  
In January 2012, a Global Resolution Agreement entered into by Prudential and a third party auditor became effective 
upon its acceptance by the unclaimed property departments of 20 states and jurisdictions. Under the terms of the 
Global Resolution Agreement, the third party auditor acting on behalf of the signatory states will compare expanded 
matching criteria to the Social Security Master Death File (“SSMDF”) to identify deceased insureds and contract 
holders where a valid claim has not been made. In February 2012, a Regulatory Settlement Agreement entered into 
by Prudential to resolve a multi-state market conduct examination regarding its adherence to state claim settlement 
practices became effective upon its acceptance by the insurance departments of 20 states and jurisdictions. The 
Regulatory Settlement Agreement applies prospectively and requires Prudential to adopt and implement additional 
procedures comparing its records to the SSMDF to identify unclaimed death benefits and prescribes procedures for 
identifying and locating beneficiaries once deaths are identified. Other jurisdictions that are not signatories to the 
Regulatory Settlement Agreement are considering proposals that would apply prospectively and require life insurance 
companies to take additional steps to identify unreported deceased policy and contract holders. These prospective 
changes and any escheatable property identified as a result of the audits and inquiries could result in: (1) additional 
payments of previously unclaimed death benefits; (2) the payment of abandoned funds to U.S. jurisdictions; and 
(3) changes in Prudential’s practices and procedures for the identification of escheatable funds and beneficiaries, 
which would impact claim payments and reserves, among other consequences. 
  
Prudential is one of several companies subpoenaed by the New York Attorney General regarding its unclaimed 
property procedures. Additionally, the New York State Department of Financial Services (“NYDFS”) has requested 
that 172 life insurers (including Prudential) provide data to the NYDFS regarding use of the SSMDF. The New York 
Office of Unclaimed Funds is conducting an audit of Prudential’s compliance with New York’s unclaimed property 
laws.  The Minnesota Attorney General has also requested information regarding Prudential’s use of the SSMDF and 
its claim handling procedures and Prudential is one of several companies subpoenaed by the Minnesota Department 
of Commerce, Insurance Division. In February, 2012, the Massachusetts Office of the Attorney General requested 
information regarding Prudential’s unclaimed property procedures. 

 
From July 2010 to December 2010, four purported nationwide class actions were filed challenging the use of retained 
asset accounts to settle death benefit claims of beneficiaries of a group life insurance contract owned by the United 
States Department of Veterans Affairs that covers the lives of members and veterans of the U.S. armed forces. In 
2011, the cases were consolidated in the United States District Court for the District of Massachusetts by the Judicial 
Panel for Multi-District Litigation as In re Prudential Insurance Company of America SGLI/VGLI Contract Litigation.  
The consolidated complaint alleges that the use of the retained assets accounts that earn interest and are available to 
be withdrawn by the beneficiary, in whole or in part, at any time, to settle death benefit claims is in violation of federal 
law, and asserts claims of breach of contract, breaches of fiduciary duty and the duty of good faith and fair dealing, 
fraud and unjust enrichment and seeks compensatory and punitive damages, disgorgement of profits, equitable relief 
and pre and post-judgment interest. In March 2011, the motion to dismiss was denied. In January 2012, plaintiffs filed 
a motion to certify the class. In August 2012, the court denied plaintiffs’ class certification motion without prejudice 
pending the filing of summary judgment motions on the issue of whether plaintiffs sustained an actual injury. In 
October 2012, the parties filed their summary judgment motions. 
  
In September 2010, Huffman v. The Prudential Insurance Company, a purported nationwide class action brought on 
behalf of beneficiaries of group life insurance contracts owned by ERISA-governed employee welfare benefit plans 
was filed in the United States District Court for the Eastern District of Pennsylvania, challenging the use of retained 
asset accounts in employee welfare benefit plans to settle death benefit claims as a violation of ERISA and seeking 
injunctive relief and disgorgement of profits. In July 2011, Prudential’s motion for judgment on the pleadings was 
denied. In February 2012, plaintiffs filed a motion to certify the class. In April 2012, the Court stayed the case pending 
the outcome of a case involving another insurer that is on appeal to the Third Circuit Court of Appeals. 
  
In January 2011, a purported state-wide class action, Garcia v. The Prudential Insurance Company of America was 
dismissed by the Second Judicial District Court, Washoe County, Nevada. The complaint was brought on behalf of 
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Nevada beneficiaries of individual life insurance policies for which, unless the beneficiaries elected another settlement 
method, death benefits were placed in retained asset accounts. The complaint alleges that by failing to disclose 
material information about the accounts, Prudential wrongfully delayed payment and improperly retained undisclosed 
profits, and seeks damages, injunctive relief, attorneys’ fees and pre and post-judgment interest. In February 2011, 
plaintiff appealed the dismissal to the Nevada Supreme Court. As previously reported, in December 2009, an earlier 
purported nationwide class action raising substantially similar allegations brought by the same plaintiff in the United 
States District Court for the District of New Jersey, Garcia v. The Prudential Insurance Company of America, was 
dismissed. In December 2011, plaintiff appealed the dismissal. In January 2013, the Nevada Supreme Court affirmed 
the dismissal of the complaint. 
  
In December 2010, a purported state-wide class action complaint, Phillips v. Prudential Financial, Inc., was filed in 
state court and removed to the United States District Court for the Southern District of Illinois. The complaint makes 
allegations under Illinois law, substantially similar to the Garcia cases, on behalf of a class of Illinois residents whose 
death benefit claims were settled by retained assets accounts. In March 2011, the complaint was amended to drop 
Prudential as a defendant and add Pruco Life Insurance Company as a defendant and is now captioned Phillips v. 
Prudential and Pruco Life Insurance Company.  In November 2011, the complaint was dismissed. In December 2011, 
plaintiff appealed the dismissal. 
  
In July 2010, Prudential, along with other life insurance industry participants, received a formal request for information 
from the State of New York Attorney General’s Office in connection with its investigation into industry practices 
relating to the use of retained asset accounts. In August 2010, Prudential received a similar request for information 
from the State of Connecticut Attorney General’s Office. Prudential is cooperating with these investigations. 
Prudential has also been contacted by state insurance regulators and other governmental entities, including the U.S. 
Department of Veterans Affairs and Congressional committees regarding retained asset accounts. These matters 
may result in additional investigations, information requests, claims, hearings, litigation, adverse publicity and 
potential changes to business practices. 
  
In February 2011, a fifth amended complaint was filed in the United States District Court for the District of New Jersey 
in Clark v. The Prudential Insurance Company. The complaint brought on behalf of a purported class of California, 
Indiana, Ohio and Texas residents who purchased individual health insurance policies alleges that Prudential failed to 
disclose that it had ceased selling this type of policy in 1981 and that, as a result, premiums would increase 
significantly. The complaint alleges claims of fraudulent misrepresentation and omission, breach of the duty of good 
faith and fair dealing, and California’s Unfair Competition Law and seeks compensatory and punitive damages. The 
matter was originally filed in 2008 and certain of the claims in the first four complaints were dismissed. In February 
2012, plaintiffs filed a motion for class certification. In July 2012, Prudential moved for summary judgment on certain 
of plaintiffs’ claims. In February 2013, the Court denied plaintiffs’ motion for class certification and granted the motion 
by Prudential for summary judgment against two of the named plaintiffs and denied summary judgment against two 
other plaintiffs.  In February 2013, plaintiffs filed a motion for reconsideration of the Court’s decision. 
  
In April 2009, Schultz v. The Prudential Insurance Company of America, a purported nationwide class action on 
behalf of participants claiming disability benefits under certain employee benefit plans insured by Prudential, was filed 
in the United States District Court for the Northern District of Illinois. As amended, the complaint alleges that 
Prudential and the defendant plans violated ERISA by characterizing family Social Security benefits as “loss of time” 
benefits that were offset against Prudential contract benefits. The complaint seeks a declaratory judgment that the 
offsets were improper, damages and other relief. Prudential has agreed to indemnify the named defendant plans. In 
April 2011, Schultz was dismissed with prejudice, and plaintiffs appealed to the Seventh Circuit Court of Appeals. In 
March 2012, the court affirmed the dismissal. 
  
From November 2002 to March 2005, eleven separate complaints were filed against Prudential and the law firm of 
Leeds Morelli & Brown in New Jersey state court and in the New Jersey Superior Court, Essex County as Lederman 
v. Prudential Financial, Inc., et al.  The complaints allege that an alternative dispute resolution agreement entered into 
among Prudential, over 235 claimants who are current and former Prudential employees, and Leeds Morelli & Brown 
(the law firm representing the claimants) was illegal and that Prudential conspired with Leeds Morelli & Brown to 
commit fraud, malpractice, breach of contract, and violate racketeering laws by advancing legal fees to the law firm 
with the purpose of limiting Prudential’s liability to the claimants. In February 2010, the New Jersey Supreme Court 
assigned the cases for centralized case management to the Superior Court, Bergen County. Prudential participated in 
a court-ordered mediation that resulted in a settlement involving 193 of the remaining 235 plaintiffs. The amounts paid 
to the 193 plaintiffs were within existing reserves for this matter. The remaining plaintiffs continue to pursue their 
individual lawsuits, and have filed offers of judgment totaling approximately $90 million. In February 2012, the court 
granted summary judgment against two of the remaining plaintiffs. In June 2012, the court granted summary 
judgment against an additional plaintiff reducing to 39 the number of plaintiffs asserting claims against Prudential. 
  
  
In October 2007, Prudential Retirement Insurance and Annuity Co. (“PRIAC”) filed an action in the United States 
District Court for the Southern District of New York,  Prudential Retirement Insurance & Annuity Co. v. State Street 
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Global Advisors,  in PRIAC’s fiduciary capacity and on behalf of certain defined benefit and defined contribution plan 
clients of PRIAC, against an unaffiliated asset manager, State Street Global Advisors (“SSgA”) and SSgA’s affiliate, 
State Street Bank and Trust Company (“State Street”). This action seeks, among other relief, restitution of certain 
losses attributable to certain investment funds sold by SSgA as to which PRIAC believes SSgA employed investment 
strategies and practices that were misrepresented by SSgA and failed to exercise the standard of care of a prudent 
investment manager. Given the unusual circumstances surrounding the management of these SSgA funds and in 
order to protect the interests of the affected plans and their participants while PRIAC pursues these remedies, PRIAC 
implemented a process under which affected plan clients that authorized PRIAC to proceed on their behalf have 
received payments from funds provided by PRIAC for the losses referred to above. Prudential’s consolidated financial 
statements, and the results of the Retirement segment included in Prudential’s U.S. Retirement Solutions and 
Investment Management Division, for the year ended December 31, 2007 include a pre-tax charge of $82 million, 
reflecting these payments to plan clients and certain related costs. In September 2008, the United States District 
Court for the Southern District of New York denied the State Street defendants’ motion to dismiss claims for damages 
and other relief under Section 502(a)(2) of ERISA, but dismissed the claims for equitable relief under 
Section 502(a)(3) of ERISA. In October 2008, defendants answered the complaint and asserted counterclaims for 
contribution and indemnification, defamation and violations of Massachusetts’ unfair and deceptive trade practices 
law. In February 2010, State Street reached a settlement with the SEC over charges that it misled investors about 
their exposure to sub-prime investments, resulting in significant investor losses in mid-2007. Under the settlement, 
State Street paid approximately $313 million in disgorgement, pre-judgment interest, penalty and compensation into a 
Fair Fund that was distributed to injured investors and consequently, State Street paid PRIAC, for deposit into its 
separate accounts, approximately $52.5 million. By the terms of the settlement, State Street’s payment to PRIAC 
does not resolve any claims PRIAC has against State Street or SSgA in connection with the losses in the investment 
funds SSgA managed, and the penalty component of State Street’s SEC settlement cannot be used to offset or 
reduce compensatory damages in the action against State Street and SSgA. In June 2010, PRIAC moved for partial 
summary judgment on State Street’s counterclaims. At the same time, State Street moved for summary judgment on 
PRIAC’s complaint. In March 2011, the district court denied State Street’s motion for summary judgment and denied 
in part and granted in part PRIAC’s motion for partial summary judgment on State Street’s counterclaims. In October 
2011, the court held a bench trial to determine whether State Street had breached its fiduciary duty to PRIAC’s plan 
clients. In February 2012, the court issued a decision holding that State Street breached its fiduciary duty to the plans 
under ERISA to manage the investment funds prudently and to diversify them. The court held that PRIAC did not 
prove that State Street breached its duty of loyalty to the plans under ERISA. The court held that State 
Street’s breaches caused the plans’ losses in the amount of $76.7 million and, after crediting State Street for an 
earlier payment, awarded $28.1 million in damages in addition to the amount previously recovered as a result of the 
SEC settlement. The court did not rule on State Street’s counterclaims and reserved judgment on PRIAC’s requests 
for pre-judgment interest and attorney’s fees. In May 2012, Prudential filed a motion seeking partial summary 
judgment to dismiss State Street’s counterclaims which was denied by the court in November 2012. In December 
2012, the parties reached an agreement in principle to settle the matter. Pursuant to the settlement agreement, 
PRIAC received $33 million in addition to the amount previously recovered as a result of the SEC settlement. These 
recoveries reimburse PRIAC for amounts previously paid to the plans for their losses and related costs. In January 
2013, the action was dismissed with prejudice in accordance with the settlement. 
   
In October 2006, a purported class action lawsuit, Bouder v. Prudential Financial, Inc. and The Prudential Insurance 
Company of America, was filed in the United States District Court for the District of New Jersey, claiming that 
Prudential failed to pay overtime to insurance agents in violation of federal and Pennsylvania law, and that improper 
deductions were made from these agents’ wages in violation of state law. The complaint seeks back overtime pay 
and statutory damages, recovery of improper deductions, interest, and attorneys’ fees. In March 2008, the court 
conditionally certified a nationwide class on the federal overtime claim. Separately, in March 2008, a purported 
nationwide class action lawsuit was filed in the United States District Court for the Southern District of California, 
Wang v. Prudential Financial, Inc. and Prudential, claiming that Prudential failed to pay its agents overtime and 
provide other benefits in violation of California and federal law and seeking compensatory and punitive damages in 
unspecified amounts. In September 2008, Wang was transferred to the United States District Court for the District of 
New Jersey and consolidated with the Bouder matter. Subsequent amendments to the complaint have resulted in 
additional allegations involving purported violations of an additional nine states’ overtime and wage payment laws. In 
February 2010, Prudential moved to decertify the federal overtime class that had been conditionally certified in March 
2008 and moved for summary judgment on the federal overtime claims of the named plaintiffs. In July 2010, plaintiffs 
filed a motion for class certification of the state law claims. In August 2010, the district court granted Prudential’s 
motion for summary judgment, dismissing the federal overtime claims. In January 2013, the Court denied plaintiffs’ 
motion for class certification in its entirety. 
  
In April 2012, Prudential filed two actions in New Jersey state court captioned The Prudential Insurance Company of 
America, et al. v. JP Morgan Chase, et al.  and The Prudential Insurance Company of America, et al. v. Morgan 
Stanley, et al.  Both matters seek to recover damages attributable to Prudential and affiliate entities’ and funds’ 
investments in residential mortgage-backed securities (“RMBS”). Among other allegations stemming from the 
defendants’ origination, underwriting and sales of RMBS, the complaints assert claims of common law fraud, 
negligent misrepresentation, breaches of the New Jersey Uniform Securities Act and breaches of the New Jersey 
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Civil RICO statute. The complaints seek unspecified damages. In August 2012, Prudential filed four additional actions 
in New Jersey state court captioned The Prudential Insurance Company of America, et al. v. Nomura Securities 
International, Inc., et al., The Prudential Insurance Company of America, et al. v. Barclays Bank PLC, et al., The 
Prudential Insurance Company of America, et al. v. Goldman Sachs & Company, et al. and The Prudential Insurance 
Company of America, et al.  v. RBS Financial Products, Inc., et al. upon the same grounds and seeking the same 
damages, as articulated above. In November 2012, Prudential filed a similar matter captioned The Prudential 
Insurance Company of America v. Credit Suisse Securities (USA) LLC, et al.  In December 2012, the Goldman Sachs 
matter was removed to the United States District Court for the District of New Jersey. In December 2012, defendants 
filed a motion to dismiss the complaint. In January 2013, the Morgan Stanley defendants filed a motion to dismiss the 
complaint.  In March 2013, the Court dismissed Morgan Stanley’s motion to dismiss.  In March 2013, Prudential filed 
a complaint in the United States District Court for the District of New Jersey against Bank of America National 
Association and Merrill Lynch & Company, Incorporated, et al.  Separately, in March 2013, Prudential filed a 
complaint in New Jersey state court against Countrywide Financial Corporation, et al.  Both complaints assert the 
same claims and seek the same damages as articulated in earlier filed actions. 
  
Prudential’s litigation and regulatory matters are subject to many uncertainties, and given their complexity and scope, 
their outcome cannot be predicted. It is possible that Prudential’s results of operations or cash flow in a particular 
quarterly or annual period could be materially affected by an ultimate unfavorable resolution of pending litigation and 
regulatory matters depending, in part, upon the results of operations or cash flow for such period. In light of the 
unpredictability of Prudential’s litigation and regulatory matters, it is also possible that in certain cases an ultimate 
unfavorable resolution of one or more pending litigation or regulatory matters could have a material adverse effect on 
Prudential’s financial position. Management believes, however, that, based on information currently known to it, the 
ultimate outcome of all pending litigation and regulatory matters, after consideration of applicable reserves and rights 
to indemnification, is not likely to have a material adverse effect on Prudential’s financial position. 
 

FINANCIAL STATEMENTS 
 
The audited financial statements of the Account should be distinguished from the consolidated financial statements of 
Prudential, which should be considered only as bearing upon the ability of Prudential to meet its obligations under the 
Contracts.  The audited financial statements of the Account and the consolidated financial statements of Prudential 
are made available in the Statement of Additional Information to this prospectus.  
 

ADDITIONAL INFORMATION 
 
Prudential has filed a registration statement with the SEC under the Securities Act of 1933, relating to the offering 
described in this prospectus.  This prospectus does not include all 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 Public Reference Room at 100 F Street, N.E., Washington, 
D.C. 20549, or by telephoning (202) 551-5850, upon payment of a prescribed fee.   
 
 
You may contact the depositor for further information at the address and telephone number inside the front cover of 
this prospectus.  For service or questions on your Certificate, please contact Aon Benfield Securities, Inc. at the 
phone number on the back cover. 
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DEFINITIONS OF SPECIAL TERMS 
USED IN THIS PROSPECTUS 

 
Account - The Account is a variable contract account, 
also known as a separate account, that is identified as 
the Prudential Variable Contract Account GI-2. The 
Account is divided into Subaccounts. Each variable 
investment option is a Subaccount of the Account. The 
Account holds assets that are segregated from all of 
Prudential’s other assets. The assets of each 
Subaccount are segregated from the assets of each 
other Subaccount. 
 
Aon Benfield Securities, Inc. – A direct wholly-
owned subsidiary of Aon Corporation and an affiliate 
of Aon Insurance Services, the plan agent for the 
Contract. 
 
Applicant Owner – A person other than the Eligible 
Group Member who obtains new insurance coverage 
on the life of an Eligible Group Member.   
 
Attained Age - Your age on your last birthday on or 
prior to October 1 of each year. 
 
Business Day - A day on which the New York Stock 
Exchange is open for trading. 
 
Cash Surrender Value - The amount you receive 
upon surrender of the Certificate.  The Cash Surrender 
Value is equal to your Certificate Fund on the date of 
surrender, less any Certificate Debt and any other 
outstanding charge.  
 
Certificate - A document issued to you, as a 
Participant under a Group Contract, setting forth or 
summarizing your rights and benefits. 
 
Certificate Anniversary - The same date each year 
as the Certificate Date. 
 
Certificate Date - The effective date of coverage 
under a Certificate. 
 
Certificate Debt - The principal amount of any 
outstanding loans you borrowed under your Certificate 
plus any accrued interest. 
 
Certificate Fund - The total amount credited to you 
under your Certificate. On any date it is equal to the 
sum of the amounts under that Certificate allocated to: 
(1) the Subaccounts, (2) the Fixed Account, and (3) 
the Loan Account. 
 
Certificate Year - The year from the Certificate Date 
to the first Certificate Anniversary or from one 
Certificate Anniversary to the next. 
 
Contract Anniversary - October 1 of  each year. 

 
Contract Date - The date on which the Group 
Contract is issued. 

 
Covered Person - The person whose life is insured 
under the Group Contract. The Covered Person is 
generally the Participant.  
 
Death Benefit - The amount payable upon the death 
of the Covered Person (before the deduction of any 
Certificate Debt or any outstanding charges). 
 
Eligible Group Members - Members of the AICPA 
and/or a State Society of CPAs and/or other qualifying 
organization who are less than age 75 and not 
disabled under the terms of the CPA Life Insurance 
Plan.  You may only be covered under either the CPA 
Life Insurance Plan or the Group Variable Universal 
Life Insurance, but not both. 

 
Face Amount - The amount of life insurance in your 
Certificate. The Face Amount, along with your 
Certificate Fund are each parts of your Death Benefit. 

 
Fixed Account - An investment option under which 
Prudential guarantees that interest will be added to the 
amount deposited at a rate we declare periodically. 

 
Funds - A Fund is a portfolio of a series mutual fund. 
Each of these mutual funds is an open-end 
management investment company registered under 
the Investment Company Act of 1940. The shares of 
such Fund are purchased only by insurance company 
separate accounts, such as the Account, and qualified 
plans, and are not available on a retail basis. Each 
variable investment option buys shares of one specific 
Fund. 

 
Group Contract - A Group Variable Universal Life 
insurance contract that Prudential issues to the 
American Institute of Certified Public Accountants 
Insurance Trust. 

 
Group Contract Holder - The American Institute of 
Certified Public Accountants Insurance Trust. 

 
Issue Age - The Covered Person's Attained Age on 
the date that the insurance on that Covered Person 
goes into effect as defined by the Group Contract. 

 
Loan Account - An account within Prudential's 
general account to which we transfer from the Account 
and/or the Fixed Account an amount equal to the 
amount of any loan. 

 
Maximum Loan Value - The amount (before any 
applicable transaction charge) that you may borrow at 
any given time under your Certificate. We calculate the 
Loan Value by multiplying the Certificate Fund by 90% 
(or higher where required by state law) and then 
subtracting any existing loan with accrued interest, 
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outstanding charges, and the amount of the next 
month's charges. 

 
Modified Endowment Contract - A type of life 
insurance contract or Certificate under the Internal 
Revenue Code which has been funded in excess of 
certain IRS limits. Less favorable tax rules, and in 
some cases a penalty tax, apply if you take 
distributions (such as withdrawals, loans, Premium 
Refunds (passed on to you as refunds) which are not 
reinvested or assignments) from a Modified 
Endowment Contract.  Regardless of classification as 
a Modified Endowment Contract cash value accrues 
on a tax deferred basis and the Death Benefit is 
generally received free of income tax. See the Taxes 
section for a more complete description of the 
Modified Endowment Contract rules. 

 
Monthly Deduction Date - The Contract Date and the 
first day of each succeeding month, except that 
whenever the Monthly Deduction Date falls on a date 
other than a Business Day, the Monthly Deduction 
Date will be the next Business Day. 

 
Net Amount at Risk - The amount by which your 
Certificate’s Death Benefit (computed as if there were 
no Certificate Debt) exceeds your Certificate Fund. 

 
Net Premium - Your premium payment minus any 
charges for taxes attributable to premiums. Net 
Premiums are the amounts that we allocate to the 
Account and/or the Fixed Account. 

 
Paid-Up Coverage - This type of life insurance 
coverage pays a Death Benefit of a specific amount 
that does not change. You make one premium 
payment to begin the coverage and never make any 
additional payments. 
 
Participant - An Eligible Group Member or "Applicant 
Owner" under a Group Contract who obtains 
insurance under the Group Contract and is eligible to 
exercise the rights described in the Certificate. The 
Participant will be the person entitled to exercise all 
rights under a Certificate, regardless of whether the 
Covered Person under the Certificate is the Participant 
or his or her spouse. We refer to Participants as "you" 
in this prospectus. If you validly assign your rights as a 
Participant to someone else, then that person may 
exercise those rights. 

 
Premium Refund - A refund that Prudential may 
provide under certain Group Contracts based on 
favorable experience. 

 
Series Fund - The Prudential Series Fund, Inc., a 
mutual fund with separate portfolios, some of which 
are available as investment options for the Group 
Contract. 

 

Subaccount - A division of the Account. Each 
Subaccount invests its assets in the shares of a 
corresponding Fund. 

 
The Prudential Insurance Company of America - 
Prudential, us, we, our.  The company offering the 
Contract. 
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 The SAI is legally a part of this prospectus, both of which are filed with the Securities and Exchange Commission 
(“SEC”) under the Securities Act of 1933, Registration No. 333-01031.  The SAI contains additional information about 
the Prudential Variable Contract Account GI-2.  All of these filings can be reviewed and copied at the SEC’s Public 
Reference Room in Washington, D.C.  Information on the operation of the public reference room may be obtained by 
calling the Commission at (202) 551-8090.  The SEC also maintains a Web site (http://www.sec.gov) that contains the 
Prudential Group Variable Universal Life SAI, material incorporated by reference, and other information about the 
Prudential Insurance Company of America.  Copies of these materials can also be obtained, upon payment of 
duplicating fees, from the SEC’s Public Reference Room, 100 F Street, N.E., Washington, D.C. 20549. 
 
You can call us at 1-800-562-9874 to ask us questions, request information about the Contract, and obtain copies of 
the Statement of Additional Information or other documents.     
 
Group Variable Universal Life Insurance (contract series: 89759) is issued by The Prudential Insurance Company of 
America, 751 Broad Street, Newark NJ 07102, and is distributed by Prudential Investment Management Services LLC 
(PIMS), Three Gateway Center, 14th Floor, Newark NJ 07102-4077, each being a Prudential Financial company and 
each is solely responsible for its financial condition and contractual obligation.  Coverage is offered and administered 
through Aon Benfield Securities, Inc., Member FINRA/SIPC, 159 East County Line Road, Hatboro, PA 19040-1218, 1-
800-223-7473.  The Plan Agent of the AICPA Insurance Trust is Aon Insurance Services.  Aon Benfield Securities, 
Inc. and Aon Insurance Services are not affiliated with either Prudential or PIMS.  Aon Insurance Services is a division 
of Affinity Insurance Services, Inc.; in CA, MN & OK, (CA License #0795465) Aon Insurance Services is a division of 
AIS Affinity Insurance Agency, Inc.; and in NY, AIS Affinity Insurance Agency. 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Investment Company Act of 1940: Registration No.:  811-07545 



 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 

 
 

 

 

 

 

 
Dreyfus Variable Investment Funds 

Dreyfus VIF - International Equity Portfolio  
(Initial Shares) 
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International Equity 
Portfolio

A Series of Dreyfus Variable Investment Fund 
     

Summary Prospectus 
May 1, 2013 

 Initial Shares 
Service Shares  

 
Before you invest, you may want to review the fund's prospectus, which contains more information about the fund and its risks.  You can find the fund's 
prospectus and other information about the fund, including the statement of additional information and most recent reports to shareholders, online at 
www.dreyfus.com/vifunddocuments.  You can also get this information at no cost by calling 1-800-DREYFUS (inside the U.S. only) or by sending an 
e-mail request to info@dreyfus.com.  The fund's prospectus and statement of additional information, dated May 1, 2013 (each as revised or 
supplemented), are incorporated by reference into this summary prospectus. 

Investment Objective 
The fund seeks capital growth. 

Fees and Expenses 
This table describes the fees and expenses that you may pay if you buy and hold shares of the fund.  These figures do not reflect 
any fees or charges imposed by participating insurance companies under their Variable Annuity contracts (VA contracts) or 
Variable Life Insurance policies (VLI policies). 
  
Annual Fund Operating Expenses (expenses that you pay each year as a percentage of the value of your investment) 

 Initial Shares Service Shares 
Management fees .75 .75 
Distribution and/or service (Rule 12b-1) fees none .25 
Other expenses .31 .31 
Total annual fund operating expenses 1.06 1.31 

Example 

The Example below is intended to help you compare the cost of investing in the fund with the cost of investing in other mutual 
funds.  The Example assumes that you invest $10,000 in the fund for the time periods indicated and then redeem all of your 
shares at the end of those periods.  The Example also assumes that your investment has a 5% return each year and that the fund's 
operating expenses remain the same.  The Example does not reflect fees and expenses incurred under VA contracts and VLI 
policies; if they were reflected, the figures in the Example would be higher.  Although your actual costs may be higher or lower, 
based on these assumptions your costs would be: 
 

 1 Year 3 Years 5 Years 10 Years 
Initial Shares $108 $337 $585 $1,294 
Service Shares $133 $415 $718 $1,579 

Portfolio Turnover 

The fund pays transaction costs, such as commissions, when it buys and sells securities (or "turns over" its portfolio).  A higher 
portfolio turnover may indicate higher transaction costs.  These costs, which are not reflected in annual fund operating expenses 
or in the example, affect the fund's performance.  During the most recent fiscal year, the fund's portfolio turnover rate was 
45.03% of the average value of its portfolio. 
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Principal Investment Strategy 
To pursue its goal, the fund normally invests at least 80% of its net assets, plus any borrowings for investment purposes, in 
common stocks or securities convertible into common stocks of foreign companies (i.e. organized under the laws of countries 
other than the U.S.) and depositary receipts evidencing ownership in such securities.  At least 75% of the fund's net assets will be 
invested in countries represented in the Morgan Stanley Capital International Europe, Australasia and the Far East (MSCI 
EAFE®) Index.  The fund may invest up to 20% of its assets in emerging market countries. 

The core of the investment philosophy of Newton Capital Management Limited (Newton), an affiliate of The Dreyfus 
Corporation and the fund's sub-investment adviser, is the belief that no company, market or economy can be considered in 
isolation; each must be understood within a global context.  Newton believes that a global comparison of companies is the most 
effective method of stock analysis, researching investment opportunities by global sector rather than by region.  The process 
begins by identifying a core list of investment themes that Newton believes will positively affect certain sectors or industries and 
cause stocks within these sectors or industries to outperform others.  Newton then identifies specific companies, through 
fundamental global sector and stock research, using investment themes to help focus on areas where thematic and strategic 
research indicates superior returns are likely to be achieved. 

The fund may, but is not required to, use derivatives, such as futures, options and forward contracts, as a substitute for investing 
directly in an underlying asset or currency, to increase returns, to manage currency risk, or as part of hedging strategy. 

Principal Risks 
An investment in the fund is not a bank deposit.  It is not insured or guaranteed by the Federal Deposit Insurance Corporation 
(FDIC) or any other government agency.  It is not a complete investment program.  The fund's share price fluctuates, sometimes 
dramatically, which means you could lose money. 

• Risks of stock investing.  Stocks generally fluctuate more in value than bonds and may decline significantly over short time periods.  
There is the chance that stock prices overall will decline because stock markets tend to move in cycles, with periods of rising 
prices and falling prices.  The market value of a stock may decline due to general weakness in the stock market or because of 
factors that affect the company or its particular industry. 

• Foreign investment risk.  To the extent the fund invests in foreign securities, the fund's performance will be influenced by political, 
social and economic factors affecting investments in foreign issuers.  Special risks associated with investments in foreign issuers 
include exposure to currency fluctuations, less liquidity, less developed or less efficient trading markets, lack of comprehensive 
company information, political and economic instability and differing auditing and legal standards.  Investments denominated in 
foreign currencies are subject to the risk that such currencies will decline in value relative to the U.S. dollar and affect the value 
of these investments held by the fund.   

• Emerging market risk.  The securities of issuers located in emerging markets tend to be more volatile and less liquid than securities 
of issuers located in more mature economies, and emerging markets generally have less diverse and less mature economic 
structures and less stable political systems than those of developed countries.  The securities of issuers located or doing 
substantial business in emerging markets are often subject to rapid and large changes in price. 

• Foreign currency risk.  Investments in foreign currencies are subject to the risk that those currencies will decline in value relative to 
the U.S. dollar or, in the case of hedged positions, that the U.S. dollar will decline relative to the currency being hedged.  
Currency exchange rates may fluctuate significantly over short periods of time.  Foreign currencies are also subject to risks 
caused by inflation, interest rates, budget deficits and low savings rates, political factors and government intervention and 
controls. 

• Derivatives risk.  A small investment in derivatives could have a potentially large impact on the fund's performance.  The use of 
derivatives involves risks different from, or possibly greater than, the risks associated with investing directly in the underlying 
assets.  Derivatives can be highly volatile, illiquid and difficult to value.   

• Liquidity risk.  When there is little or no active trading market for a security, the fund may not be able to sell the security in a 
timely manner at its perceived value, which could cause the fund's share price to fall.  Investments in foreign securities, 
particularly those of issuers located in emerging markets, tend to have greater exposure to liquidity risk than domestic securities. 

• Non-diversification risk.  The fund is non-diversified, which means that the fund may invest a relatively high percentage of its 
assets in a limited number of issuers.  Therefore, the fund's performance may be more vulnerable to changes in the market 
value of a single issuer or group of issuers and more susceptible to risks associated with a single economic, political or 
regulatory occurrence than a diversified fund.  
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Performance 
The following bar chart and table provide some indication of the risks of investing in the fund.  The bar chart shows changes in 
the performance of the fund's Initial shares from year to year.  The table compares the average annual total returns of the fund's 
shares to those of a broad measure of market performance.  The fund's past performance is not necessarily an indication of how 
the fund will perform in the future.  More recent performance information may be available at www.dreyfus.com. 

Performance information reflects the fund's expenses only and does not reflect the fees and charges imposed by participating 
insurance companies under their VA contracts or VLI policies.  Because these fees and charges will reduce total return, 
policyowners should consider them when evaluating and comparing the fund's performance.  Policyowners should consult the 
prospectus for their contract or policy for more information. 
 
Year-by-Year Total Returns as of 12/31 each year (%) 
Initial Shares 

12111009080706050403

23.15
42.89

24.57
14.75

23.31 17.12

-42.22

25.26
10.03

-14.68

 

Best Quarter 
Q2, 2003:  23.49% 
Worst Quarter 
Q3, 2008:  -22.88% 

 
 
Average Annual Total Returns (as of 12/31/12) 

 1 Year 5 Years 10 Years 
Initial Shares 23.15% -3.50% 9.46% 
Service Shares 22.83% -3.76% 9.18% 
MSCI EAFE® Index reflects no deduction for fees, expenses or taxes 17.32% -3.69% 8.21%  

Portfolio Management 
The fund's investment adviser is The Dreyfus Corporation and the fund's sub-investment adviser is Newton Capital Management 
Limited (Newton).  Paul Markham and Jeff Munroe are the fund's primary portfolio managers, positions they have held since 
January 2012 and June 2012, respectively.  Mr. Markham, the fund's lead portfolio manager, is an investment manager for global 
equities, and is a member of the global investment meeting as well as the global equity ex-U.S. model and equity strategy groups at 
Newton.  Mr. Munroe is an investment leader of the global equities team at Newton. 

Purchase and Sale of Fund Shares 
Fund shares are offered only to separate accounts established by insurance companies to fund VA contracts and VLI policies.  
Individuals may not purchase shares directly from, or place sell orders directly with, the fund.  The VA contracts and the VLI 
policies are described in the separate prospectuses issued by the participating insurance companies, over which the fund assumes 
no responsibility.  Policyowners should consult the prospectus of the separate account of the participating insurance company for 
more information about buying, selling (redeeming), or exchanging fund shares. 

Tax Information 
The fund's distributions are taxable as ordinary income or capital gains.  Since the fund's shareholders are the participating 
insurance companies and their separate accounts, the tax treatment of dividends and distributions will depend on the tax status of 
the participating insurance company.  Accordingly, no discussion is included as to the federal personal income tax consequences 
to policyowners.  For this information, policyowners should consult the prospectus of the separate account of the participating 
insurance company or their tax advisers. 

Payments to Broker-Dealers and Other Financial Intermediaries 
If you purchase shares through a broker-dealer or other financial intermediary (such as an insurance company), the fund and its 
related companies may pay the intermediary for the sale of fund shares and related services.  These payments may create a conflict 
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of interest by influencing the broker-dealer or other intermediary and your salesperson to recommend the fund over another 
investment.  Ask your salesperson or visit your financial intermediary's website for more information. 



 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 

 
 

 

 

 

 

 
Dreyfus Variable Investment Funds 

Dreyfus VIF - Opportunistic Small Cap Portfolio  
(Initial Class Shares) 
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October 16, 2013

DREYFUS VARIABLE INVESTMENT FUND
-Opportunistic Small Cap Portfolio

Supplement to Summary and Statutory Prospectuses
dated May 1, 2013

IMPORTANT NOTICE REGARDING CHANGE IN INVESTMENT POLICY

The following information will supersede and replace the second sentence of the first paragraph
in the “Principal Investment Strategy” in the summary prospectus and “Fund Summary –
Principal Investment Strategy” in the prospectus and the third through fifth sentences of the first
paragraph and the last sentence of the third paragraph in “Fund Details – Goal and Approach”
in the prospectus:

The fund currently considers small cap companies to be those companies with market capitalizations that
fall within the range of the companies in the Russell 2000® Index, the fund’s benchmark index. As of
September 30, 2013, the market capitalization of the largest company in the index was approximately $4.79
billion, and the weighted average and median market capitalizations of the index were approximately $1.63
billion and $651 million, respectively. These capitalization measures vary with market changes and
reconstitutions of the index.  

0121STK1013
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May 14, 2013

DREYFUS VARIABLE INVESTMENT FUND
- OPPORTUNISTIC SMALL CAP PORTFOLIO

Supplement to Summary and Statutory Prospectus
dated May 1, 2013

The following information supersedes and replaces the information contained in the
section of the prospectus entitled “Fund Summary – Portfolio Management”:

The fund’s investment adviser is The Dreyfus Corporation. The fund is managed since June 2011
by a team of portfolio managers employed by The Dreyfus Corporation and The Boston Company
Asset Management, LLC (TBCAM), an affiliate of The Dreyfus Corporation. The team consists of
David Daglio, the lead portfolio manager, James Boyd and Dale Dutile. Mr. Daglio, a senior vice
president at TBCAM, has been the fund’s primary or lead portfolio manager since February 2010.
Messrs. Boyd and Dutile are each equity research analysts and portfolio managers at TBCAM and
have been portfolio managers of the fund since February 2010.

The following information supersedes and replaces the portfolio manager information
contained in the section of the prospectus entitled “Fund Details – Management”:

Investment decisions for the fund are made by a team of portfolio managers. The team members
are David Daglio, the lead portfolio manager, James Boyd and Dale Dutile. The team has managed
the fund since June 2011. Mr. Daglio has been the primary or lead portfolio manager of the fund
since February 2010 and is a senior vice president at The Boston Company Asset Management
Company LLC (TBCAM), an affiliate of Dreyfus, where he has been employed since 1998. He
has been a dual employee of TBCAM and Dreyfus since April 2001. Mr. Boyd has been a portfolio
manager of the fund since February 2010 and is an equity research analyst and portfolio manager
at TBCAM, where he has been employed since 2005. He has been a dual employee of TBCAM
and Dreyfus since December 2008. Mr. Dutile has been a portfolio manager of the fund since
February 2010 and is an equity research analyst and portfolio manager at TBCAM, where he has
been employed since July 2006. He has been a dual employee of TBCAM and Dreyfus since
December 2008.

0121STK0513
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Opportunistic Small Cap 
Portfolio

A Series of Dreyfus Variable Investment Fund 
     

Summary Prospectus 
May 1, 2013 

 Initial Shares 
Service Shares  

 
Before you invest, you may want to review the fund's prospectus, which contains more information about the fund and its risks.  You can find the fund's 
prospectus and other information about the fund, including the statement of additional information and most recent reports to shareholders, online at 
www.dreyfus.com/vifunddocuments.  You can also get this information at no cost by calling 1-800-DREYFUS (inside the U.S. only) or by sending an 
e-mail request to info@dreyfus.com.  The fund's prospectus and statement of additional information, dated May 1, 2013, are incorporated by reference 
into this summary prospectus. 

Investment Objective 
The fund seeks capital growth. 

Fees and Expenses 
This table describes the fees and expenses that you may pay if you buy and hold shares of the fund.  These figures do not reflect 
any fees or charges imposed by participating insurance companies under their Variable Annuity contracts (VA contracts) or 
Variable Life Insurance policies (VLI policies). 
  
Annual Fund Operating Expenses (expenses that you pay each year as a percentage of the value of your investment) 

 Initial Shares Service Shares 
Management fees .75 .75 
Distribution and/or service (Rule 12b-1) fees none .25 
Other expenses .13 .13 
Total annual fund operating expenses .88 1.13 

Example 

The Example below is intended to help you compare the cost of investing in the fund with the cost of investing in other mutual 
funds.  The Example assumes that you invest $10,000 in the fund for the time periods indicated and then redeem all of your 
shares at the end of those periods.  The Example also assumes that your investment has a 5% return each year and that the fund's 
operating expenses remain the same.  The Example does not reflect fees and expenses incurred under VA contracts and VLI 
policies; if they were reflected, the figures in the Example would be higher.  Although your actual costs may be higher or lower, 
based on these assumptions your costs would be: 
 

 1 Year 3 Years 5 Years 10 Years 
Initial Shares $90 $281 $488 $1,084 
Service Shares $115 $359 $622 $1,375 

Portfolio Turnover 

The fund pays transaction costs, such as commissions, when it buys and sells securities (or "turns over" its portfolio).  A higher 
portfolio turnover may indicate higher transaction costs.  These costs, which are not reflected in annual fund operating expenses 
or in the example, affect the fund's performance.  During the most recent fiscal year, the fund's portfolio turnover rate was 
61.38% of the average value of its portfolio. 
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Principal Investment Strategy 
To pursue its goal, the fund normally invests at least 80% of its net assets, plus any borrowings for investment purposes, in the 
stocks of small cap companies.  The fund considers small cap companies to be those companies with market capitalizations that 
fall within the range of the companies in the Russell 2000® Index at the time of purchase.  Stocks are selected for the fund's 
portfolio based primarily on bottom-up fundamental analysis.  The fund's portfolio managers use a disciplined investment process 
that relies, in general, on proprietary fundamental research and valuation.  Generally, elements of the process include analysis of 
mid-cycle business prospects, estimation of the intrinsic value of the company and the identification of a revaluation catalyst.  In 
general, the fund seeks exposure to securities and sectors that the fund's portfolio managers perceive to be attractive from a 
valuation and fundamental standpoint. 

Principal Risks 
An investment in the fund is not a bank deposit.  It is not insured or guaranteed by the Federal Deposit Insurance Corporation 
(FDIC) or any other government agency.  It is not a complete investment program.  The fund's share price fluctuates, sometimes 
dramatically, which means you could lose money. 

• Risks of stock investing.  Stocks generally fluctuate more in value than bonds and may decline significantly over short time periods.  
There is the chance that stock prices overall will decline because stock markets tend to move in cycles, with periods of rising 
prices and falling prices.  The market value of a stock may decline due to general weakness in the stock market or because of 
factors that affect the company or its particular industry. 

• Small and midsize company risk.  Small and midsize companies carry additional risks because the operating histories of these 
companies tend to be more limited, their earnings and revenues less predictable (and some companies may be experiencing 
significant losses), and their share prices more volatile than those of larger, more established companies.  The shares of smaller 
companies tend to trade less frequently than those of larger, more established companies, which can adversely affect the pricing 
of these securities and the fund's ability to sell these securities. 

• Growth and value stock risk.  By investing in a mix of growth and value companies, the fund assumes the risks of both.  Investors 
often expect growth companies to increase their earnings at a certain rate.  If these expectations are not met, investors can 
punish the stocks inordinately, even if earnings do increase.  In addition, growth stocks typically lack the dividend yield that can 
cushion stock prices in market downturns.  Value stocks involve the risk that they may never reach their expected full market 
value, either because the market fails to recognize the stock's intrinsic worth, or the expected value was misgauged.  They also 
may decline in price even though in theory they are already undervalued. 

• Market sector risk.  The fund may significantly overweight or underweight certain companies, industries or market sectors, which 
may cause the fund's performance to be more or less sensitive to developments affecting those companies, industries or sectors. 

• Liquidity risk.  When there is little or no active trading market for a security, the fund may not be able to sell the security in a 
timely manner at its perceived value, which could cause the fund's share price to fall.   

Performance 
The following bar chart and table provide some indication of the risks of investing in the fund.  The bar chart shows changes in 
the performance of the fund's Initial shares from year to year.  The table compares the average annual total returns of the fund's 
shares to those of a broad measure of market performance.  The fund's past performance is not necessarily an indication of how 
the fund will perform in the future.  More recent performance information may be available at www.dreyfus.com. 

Performance information reflects the fund's expenses only and does not reflect the fees and charges imposed by participating 
insurance companies under their VA contracts or VLI policies.  Because these fees and charges will reduce total return, 
policyowners should consider them when evaluating and comparing the fund's performance.  Policyowners should consult the 
prospectus for their contract or policy for more information. 
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Year-by-Year Total Returns as of 12/31 each year (%) 
Initial Shares 

12111009080706050403

20.56
31.69

11.34 5.80 3.77

-11.06

-37.59

26.04 31.11

-13.82

 

Best Quarter 
Q4, 2010:  21.59% 
Worst Quarter 
Q3, 2011:  -30.07% 

 
 
Average Annual Total Returns (as of 12/31/12) 

 1 Year 5 Years 10 Years 
Initial Shares 20.56% 1.39% 4.37% 
Service Shares 20.24% 1.13% 4.11% 
Russell 2000 Index reflects no deduction for fees, expenses or taxes 16.35% 3.56% 9.72%  

Portfolio Management 
The fund's investment adviser is The Dreyfus Corporation.  The fund is managed since June 2011 by a team of portfolio 
managers employed by The Dreyfus Corporation and The Boston Company Asset Management, LLC (TBCAM), an affiliate of 
The Dreyfus Corporation.  The team consists of David Daglio, the lead portfolio manager, James Boyd, Dale Dutile and 
Creighton Kang.  Mr. Daglio, a senior vice president at TBCAM, has been the fund's primary or lead portfolio manager since 
February 2010.  Messrs. Boyd, Dutile and Kang are each equity research analysts and portfolio managers at TBCAM and have 
been portfolio managers of the fund since February 2010, February 2010 and June 2011, respectively. 

Purchase and Sale of Fund Shares 
Fund shares are offered only to separate accounts established by insurance companies to fund VA contracts and VLI policies.  
Individuals may not purchase shares directly from, or place sell orders directly with, the fund.  The VA contracts and the VLI 
policies are described in the separate prospectuses issued by the participating insurance companies, over which the fund assumes 
no responsibility.  Policyowners should consult the prospectus of the separate account of the participating insurance company for 
more information about buying, selling (redeeming), or exchanging fund shares. 

Tax Information 
The fund's distributions are taxable as ordinary income or capital gains.  Since the fund's shareholders are the participating 
insurance companies and their separate accounts, the tax treatment of dividends and distributions will depend on the tax status of 
the participating insurance company.  Accordingly, no discussion is included as to the federal personal income tax consequences 
to policyowners.  For this information, policyowners should consult the prospectus of the separate account of the participating 
insurance company or their tax advisers. 

Payments to Broker-Dealers and Other Financial Intermediaries 
If you purchase shares through a broker-dealer or other financial intermediary (such as an insurance company), the fund and its 
related companies may pay the intermediary for the sale of fund shares and related services.  These payments may create a conflict 
of interest by influencing the broker-dealer or other intermediary and your salesperson to recommend the fund over another 
investment.  Ask your salesperson or visit your financial intermediary's website for more information.   
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Summary Prospectus May 1, 2013

DWS HIGH INCOME VIP

Class A

Before you invest, you may want to review the fund’s prospectus, which contains more information about the fund and its risks.You can find
the fund’s prospectus, Statement of Additional Information and other information about the fund online at www.dws-investments.com/vipros.
You can also get this information at no cost by e-mailing a request to service@dws.com, calling (800) 728-3337 or by contacting your insur-
ance company.The prospectus and Statement of Additional Information, both dated May 1, 2013, as supplemented, are incorporated by
reference into this Summary Prospectus.

INVESTMENT OBJECTIVE

The fund seeks to provide a high level of current income.

FEES AND EXPENSES OF THE FUND

This table describes the fees and expenses you may pay if
you buy and hold shares of the fund. This information does
not reflect fees associated with the separate account that
invests in the fund or any variable life insurance policy or
variable annuity contract for which the fund is an invest-
ment option. These fees will increase expenses.

SHAREHOLDER FEES
(paid directly from your investment) None

ANNUAL FUND OPERATING EXPENSES (expenses

that you pay each year as a % of the value of your investment)

A

Management fee 0.50

Distribution/service
(12b-1) fees None

Other expenses 0.22

Total annual fund operating expenses 0.72

EXAMPLE
This Example is intended to help you compare the cost of
investing in the fund with the cost of investing in other
mutual funds. The Example assumes that you invest
$10,000 in the fund for the time periods indicated and then
redeem all of your shares at the end of those periods. The
Example also assumes that your investment has a 5%
return each year and that the fund’s operating expenses
remain the same. This example does not reflect any fees or
sales charges imposed by a variable contract for which
the fund is an investment option. If they were included,
your costs would be higher.

Although your actual costs may be higher or lower, based
on these assumptions your costs would be:

1 YEAR 3 YEARS 5 YEARS 10 YEARS

$74 $230 $401 $894

PORTFOLIO TURNOVER
The fund pays transaction costs, such as commissions,
when it buys and sells securities (or “turns over” its port-
folio). A higher portfolio turnover may indicate higher
transaction costs. These costs are not reflected in annual
fund operating expenses or in the expense example, but
can affect the fund’s performance.

Portfolio turnover rate for fiscal year 2012: 58%.

PRINCIPAL INVESTMENT STRATEGY

Main investments. Under normal circumstances, the fund
generally invests at least 65% of net assets, plus the
amount of any borrowings for investment purposes, in junk
bonds, which are those rated below the fourth highest
credit rating category (that is, grade BB/Ba and below). The
fund may invest up to 50% of total assets in bonds denomi-
nated in US dollars or foreign currencies from foreign
issuers. The fund invests in securities of varying maturities
and intends to maintain a dollar-weighted effective average
portfolio maturity that will not exceed ten years. Subject to
its portfolio maturity policy, the fund may purchase indi-
vidual securities with any stated maturity.

Management process. Portfolio management focuses on
cash flow and total return analysis, and broad diversifica-
tion among countries, sectors, industries and individual
issuers and maturities. Portfolio management uses an
active process that emphasizes relative value in a global
environment, managing on a total return basis, and using
intensive research to identify stable to improving credit
situations that may provide yield compensation for the risk
of investing in junk bonds.

The investment process involves a bottom-up approach,
where relative value and fundamental analysis are used to
select the best securities within each industry, and a
top-down approach to assess the overall risk and return in
the market and which considers macro trends in the
economy. To select securities or investments, portfolio
management:
� analyzes economic conditions for improving or under-

valued sectors and industries;

1
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� uses independent credit research and on-site manage-
ment visits to evaluate individual issuers’ debt service,
growth rate, and both downgrade and upgrade potential;

� assesses new offerings versus secondary market oppor-
tunities; and

� seeks issuers within attractive industry sectors and with
strong long-term fundamentals and improving credits.

Derivatives. Portfolio management generally may use
credit default swaps, which are a type of derivative (a
contract whose value is based on, for example, indices,
currencies or securities) to seek to increase the fund’s
income, to gain exposure to a bond issuer’s credit quality
characteristics without directly investing in the bond, or
to hedge the risk of default on bonds held in the fund’s
portfolio. In addition, portfolio management generally may
use forward currency contracts to hedge the fund’s expo-
sure to changes in foreign currency exchange rates on its
foreign currency denominated portfolio holdings or to facili-
tate transactions in foreign currency denominated
securities.

The fund may also use various types of derivatives (i) for
hedging purposes; (ii) for risk management; (iii) for
non-hedging purposes to seek to enhance potential gains;
or (iv) as a substitute for direct investment in a particular
asset class or to keep cash on hand to meet shareholder
redemptions.

Securities Lending. The fund may lend securities (up to
one-third of total assets) to approved institutions.

MAIN RISKS

There are several risk factors that could hurt the fund’s
performance, cause you to lose money or cause the fund’s
performance to trail that of other investments. The fund
may not achieve its investment objective, and is not
intended to be a complete investment program. An invest-
ment in the fund is not a deposit of a bank and is not
insured or guaranteed by the Federal Deposit Insurance
Corporation or any other governmental agency.

Credit risk. The fund’s performance could be hurt if an
issuer of a debt security suffers an adverse change in finan-
cial condition that results in a payment default, security
downgrade or inability to meet a financial obligation. Credit
risk is greater for lower-rated securities.

Because the issuers of high-yield debt securities or junk
bonds (debt securities rated below the fourth highest
credit rating category) may be in uncertain financial health,
the prices of their debt securities can be more vulnerable
to bad economic news or even the expectation of bad
news, than investment-grade debt securities.

Interest rate risk. When interest rates rise, prices of debt
securities generally decline. The longer the duration of
the fund’s debt securities, the more sensitive it will be to
interest rate changes. (As a general rule, a 1% rise in
interest rates means a 1% fall in value for every year of
duration.)

Prepayment and extension risk. When interest rates fall,
issuers of high interest debt obligations may pay off the
debts earlier than expected (prepayment risk), and the
fund may have to reinvest the proceeds at lower yields.
When interest rates rise, issuers of lower interest debt
obligations may pay off the debts later than expected
(extension risk), thus keeping the fund’s assets tied up in
lower interest debt obligations. Ultimately, any unexpected
behavior in interest rates could increase the volatility of
the fund’s share price and yield and could hurt fund
performance.

Foreign investment risk. The fund faces the risks
inherent in foreign investing. Adverse political, economic
or social developments could undermine the value of the
fund’s investments or prevent the fund from realizing the
full value of its investments. Financial reporting standards
for companies based in foreign markets differ from those
in the US. Additionally, foreign securities markets generally
are smaller and less liquid than US markets. To the extent
that the fund invests in non-US dollar denominated foreign
securities, changes in currency exchange rates may affect
the US dollar value of foreign securities or the income or
gain received on these securities.

Emerging markets risk. Foreign investment risks are
greater in emerging markets than in developed markets.
Investments in emerging markets are often considered
speculative.

Security selection risk. The securities in the fund’s port-
folio may decline in value. Portfolio management could be
wrong in its analysis of industries, companies, economic
trends, the relative attractiveness of different securities or
other matters.

Derivatives risk. Risks associated with derivatives include
the risk that the derivative is not well correlated with the
security, index or currency to which it relates; the risk that
derivatives may result in losses or missed opportunities;
the risk that the fund will be unable to sell the derivative
because of an illiquid secondary market; the risk that a
counterparty is unwilling or unable to meet its obligation;
and the risk that the derivative transaction could expose
the fund to the effects of leverage, which could increase
the fund’s exposure to the market and magnify poten-
tial losses.

Counterparty risk. A financial institution or other
counterparty with whom the fund does business, or that
underwrites, distributes or guarantees any investments or
contracts that the fund owns or is otherwise exposed to,
may decline in financial health and become unable to
honor its commitments. This could cause losses for the
fund or could delay the return or delivery of collateral or
other assets to the fund.

Liquidity risk. In certain situations, it may be difficult or
impossible to sell an investment in an orderly fashion at an
acceptable price.

2 DWS High Income VIP
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Pricing risk. If market conditions make it difficult to value
some investments, the fund may value these investments
using more subjective methods, such as fair value pricing.
In such cases, the value determined for an investment
could be different than the value realized upon such invest-
ment’s sale. As a result, you could pay more than the
market value when buying fund shares or receive less than
the market value when selling fund shares.

Securities lending risk. Any decline in the value of a port-
folio security that occurs while the security is out on loan
is borne by the fund and will adversely affect performance.
Also, there may be delays in recovery of securities loaned
or even a loss of rights in the collateral should the
borrower of the securities fail financially while holding the
security.

PAST PERFORMANCE

How a fund’s returns vary from year to year can give an
idea of its risk; so can comparing fund performance to
overall market performance (as measured by an appro-
priate market index). Past performance may not indicate
future results. All performance figures below assume that
dividends were reinvested. For more recent performance
figures, go to www.dws-investments.com (the Web site
does not form a part of this prospectus) or call the phone
number included in this prospectus. This information
doesn’t reflect fees associated with the separate account
that invests in the fund or any variable life insurance policy
or variable annuity contract for which the fund is an invest-
ment option. These fees will reduce returns.

CALENDAR YEAR TOTAL RETURNS (%) (Class A)

24.62

12.42
3.89

10.47
0.96

-23.94

39.99

14.00
3.84

14.91

-40

-20

0

20

40

2012201120102009200820072006200520042003

Best Quarter: 14.85%, Q2 2009 Worst Quarter: -16.35%, Q4 2008
Year-to-Date as of 3/31/2013: 3.03%

AVERAGE ANNUAL TOTAL RETURNS
(For periods ended 12/31/2012 expressed as a %)

Class
Inception

1
Year

5
Years

10
Years

Class A 4/6/1982 14.91 7.69 8.92

Credit Suisse HighYield
Index (reflects no deduc-
tion for fees, expenses
or taxes) 14.71 9.53 10.24

MANAGEMENT

Investment Advisor

Deutsche Investment Management Americas Inc.

Portfolio Manager(s)

Gary Russell, CFA, Managing Director. Portfolio Manager
of the fund. Joined the fund in 2006.

PURCHASE AND SALE OF FUND SHARES

The fund is intended for use in a variable insurance

product. You should contact the sponsoring insurance
company for information on how to purchase and sell
shares of the fund.

TAX INFORMATION

The fund normally distributes its net investment income
and realized capital gains, if any, to its shareholders, the
separate accounts of participating insurance companies.
These distributions may not be taxable to the holders of
variable annuity contracts and variable life insurance poli-
cies. For information concerning federal income tax
consequences for the holders of such contracts or poli-
cies, holders should consult the prospectus used in
connection with the issuance of their particular contracts
or policies.

PAYMENTS TO FINANCIAL INTERMEDIARIES

If you purchase the fund through selected affiliated and
unaffiliated brokers, dealers, participating insurance compa-
nies or other financial intermediaries, the fund and its
related companies may pay the financial intermediary for
the sale of fund shares and related services. These
payments may create a conflict of interest by influencing
the financial intermediary and your salesperson to recom-
mend the fund over another investment. Ask your
salesperson or visit your insurance company’s web site for
more information.
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MAY 1, 2013

Before you invest, you may want to review the Fund’s prospectus, which contains more information about the 
Fund and its risks. You can find the Fund’s prospectus, statement of additional information and other information 
about the Fund online at franklintempleton.com/ftviptfunds. You can also get this information at no cost by calling 
1-888-FRANKLIN or by sending an e-mail request to FTVIPTprospectus@franklintempleton.com. The Fund’s 
prospectus and statement of additional information, both dated May 1, 2013, as may be amended from time to 
time, are incorporated by reference into this Summary prospectus, which means that they are legally a part of this 
Summary prospectus. Shares of the insurance funds of Franklin Templeton Variable Insurance Products Trust are 
not offered to the public; they are offered and sold only to: (1) insurance company separate accounts to serve as the 
underlying investment vehicles for variable contracts; (2) certain qualified plans; and (3) other mutual funds (fund 
of funds). This Summary prospectus is not intended for use by other investors. Please check with your insurance 
company for availability. Please read this Summary prospectus together with your variable annuity or variable life 
insurance product prospectus.

SUMMARY PROSPECTUSFRANKLIN TEMPLETON VARIABLE INSURANCE PRODUCTS TRUST | CLASS 2

Templeton Developing 
Markets Securities Fund
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Investment Goal
Long-term capital appreciation.

Fees and Expenses of the Fund
This table describes the fees and expenses that you 
may pay if you buy and hold shares of the Fund. 
The table and the example do not include any fees 
or sales charges imposed by variable insurance 
contracts, qualified retirement plans or funds of 
funds. If they were included, your costs would 
be higher.

ANNUAL FUND OPERATING EXPENSES
(expenses that you pay each year as a percentage of the 
value of your investment)

Class 2

Management fees 1.10%

Distribution and service (12b‑1) fees 0.25%

Other expenses 0.25%

Total annual Fund operating expenses 1.60%

Example
This Example is intended to help you compare the 
cost of investing in the Fund with the cost of investing 
in other mutual funds. The Example assumes that 
you invest $10,000 in the Fund for the time periods 
indicated and then redeem all of your shares at the end 
of the period. The Example also assumes that your 
investment has a 5% return each year and that the 
Fund’s operating expenses remain the same. Although 
your actual costs may be higher or lower, based on 
these assumptions your costs would be:

1 Year 3 Years 5 Years 10 Years

Class 2 $163 $505 $871 $1,900

Portfolio Turnover
The Fund pays transaction costs, such as 
commissions, when it buys and sells securities 
(or “turns over” its portfolio). A higher portfolio 
turnover rate may indicate higher transaction costs. 
These costs, which are not reflected in annual Fund 
operating expenses or in the example, affect the Fund’s 
performance. During the most recent fiscal year, the 
Fund’s portfolio turnover rate was 24.45% of the 
average value of its portfolio.

Principal Investment Strategies
Under normal market conditions, the Fund invests 
at least 80% of its net assets in emerging markets 
investments. Emerging market or “developing 
market” countries include those considered to be 
developing by the World Bank, the International 
Finance Corporation, the United Nations, or the 
countries’ authorities, or countries with a stock market 
capitalization of less than 3% of the MSCl World 
Index. These countries typically are located in the 
Asia-Pacific region, Eastern Europe, Central and South 
America, and Africa. The Fund invests primarily in 
equity securities of developing market companies, 
principally common and preferred stock and 
American, Global and European Depositary Receipts.

The Fund’s investments in equity securities may 
include investments in the securities of companies 
of any capitalization, including smaller and mid-size 
companies. The Fund, from time to time, may have 
significant investments in one or more countries 
or in particular industries or sectors, based on 
economic conditions. In addition to the Fund’s main 
investments, the Fund may invest up to 20% of its net 
assets in the securities of issuers in developed market 
countries.

When choosing equity investments for the Fund, the 
investment manager applies a fundamental research, 
value-oriented, long-term approach, focusing on the 
market price of a company’s securities relative to the 
investment manager’s evaluation of the company’s 
long-term earnings, asset value and cash flow 
potential. The investment manager also considers 
a company’s profit and loss outlook, balance sheet 
strength, cash flow trends and asset value in relation to 
the current price.

Principal Risks
You could lose money by investing in the Fund. 
Mutual fund shares are not deposits or obligations of, 
or guaranteed or endorsed by, any bank, and are not 
insured by the Federal Deposit Insurance Corporation, 
the Federal Reserve Board, or any other agency of the 
U.S. government.

Market The market values of securities owned by 
the Fund will go up or down, sometimes rapidly 
or unpredictably. A security’s market value may be 



SUMMARY  PROSPECTUS

3  - Templeton Developing Markets Securities Fund - Class 2

reduced by market activity or other results of supply 
and demand unrelated to the issuer. This is a basic risk 
associated with all securities. When there are more 
sellers than buyers, prices tend to fall. Likewise, when 
there are more buyers than sellers, prices tend to rise.

Stock prices tend to go up and down more 
dramatically than those of debt securities. A slower-
growth or recessionary economic environment could 
have an adverse effect on the prices of the various 
stocks held by the Fund.

Foreign Securities Investing in foreign securities 
typically involves more risks than investing in U.S. 
securities, and includes risks associated with: political 
and economic developments - the political, economic 
and social structures of some foreign countries may 
be less stable and more volatile than those in the 
U.S.; trading practices - government supervision and 
regulation of foreign securities and currency markets, 
trading systems and brokers may be less than in the 
U.S.; availability of information - foreign issuers may 
not be subject to the same disclosure, accounting and 
financial reporting standards and practices as U.S. 
issuers; limited markets - the securities of certain 
foreign issuers may be less liquid (harder to sell) and 
more volatile; and currency exchange rate fluctuations 
and policies. The risks of foreign investments may be 
greater in developing or emerging market countries.

Developing Market Countries The Fund’s investments 
in developing market countries are subject to all of the 
risks of foreign investing generally, and have additional 
heightened risks due to a lack of established legal, 
political, business and social frameworks to support 
securities markets, including: delays in settling 
portfolio securities transactions; currency and capital 
controls; greater sensitivity to interest rate changes; 
pervasiveness of corruption and crime; currency 

exchange rate volatility; and inflation, deflation or 
currency devaluation.

Focus To the extent that the Fund focuses on 
particular countries, regions, industries, sectors or 
types of investment from time to time, the Fund may 
be subject to greater risks of adverse developments in 
such areas of focus than a fund that invests in a wider 
variety of countries, regions, industries, sectors or 
investments.

Smaller and Midsize Companies Securities issued by 
smaller and midsize companies may be more volatile 
in price than those of larger companies, involve 
substantial risks and should be considered speculative. 
Such risks may include greater sensitivity to economic 
conditions, less certain growth prospects, lack of 
depth of management and funds for growth and 
development and limited or less developed product 
lines and markets. In addition, smaller and midsize 
companies may be particularly affected by interest rate 
increases, as they may find it more difficult to borrow 
money to continue or expand operations, or may have 
difficulty in repaying any loans.

Value Style Investing A value stock may not increase 
in price as anticipated by the investment manager if 
other investors fail to recognize the company’s value 
and bid up the price, the markets favor faster-growing 
companies, or the factors that the investment manager 
believes will increase the price of the security do 
not occur.

Management The Fund is subject to management risk 
because it is an actively managed investment portfolio. 
The Fund’s investment manager applies investment 
techniques and risk analyses in making investment 
decisions for the Fund, but there can be no guarantee 
that these decisions will produce the desired results.
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Performance
The following bar chart and table provide some indication of the risks of investing in the Fund. The bar chart shows 
changes in the Fund’s performance from year to year for Class 2 shares. The table shows how the Fund’s average annual 
returns for 1 year, 5 years, 10 years or since inception, as applicable, compare with those of a broad measure of market 
performance. The Fund’s past performance is not necessarily an indication of how the Fund will perform in the future.

The inclusion of the S&P/IFCI Composite Index shows how the Fund’s performance compares to a group of securities 
in an additional leading emerging markets index.

Performance reflects all Fund expenses but does not include any fees or sales charges imposed by variable insurance 
contracts, qualified plans or funds of funds. If they had been included, the returns shown below would be lower. 
Investors should consult the variable insurance contract prospectus, or the disclosure documents for qualified plans or 
funds of funds for more information.

ANNUAL TOTAL RETURNS

13.16%

-15.86%

17.58%

72.59%

-52.70%

28.78%28.09%27.43%
24.71%

52.99%

2012201120102009200820072006200520042003
Year

Best Quarter: Q2’09 31.88%

Worst Quarter: Q4’08 -28.86%

As of March 31, 2013, the Fund’s year-to-date return was 
1.05%.

AVERAGE ANNUAL TOTAL RETURNS
For the periods ended December 31, 2012

1 Year 5 Years 10 Years

Templeton 
Developing 
Markets 
Securities Fund - 
Class 2 13.16% ‑1.78% 13.87%

MSCI Emerging 
Markets Index 
(index reflects 
no deduction for 
fees, expenses 
or taxes) 18.63% ‑0.61% 16.88%

S&P/IFCI 
Composite Index 
(index reflects 
no deduction for 
fees, expenses 
or taxes) 18.89% ‑0.56% 17.50%
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Investment Manager
Templeton Asset Management Ltd. (Asset 
Management)

Portfolio Managers
MARK MOBIUS, PH.D.
Executive Chairman of Templeton Emerging Markets Group, 
Portfolio Manager of Asset Management and portfolio manager of 
the Fund since inception (1996).
TOM WU
Director of Asset Management and portfolio manager of the Fund 
since inception (1996).
DENNIS LIM
Co‑Chief Executive Officer and Director of Asset Management and 
portfolio manager of the Fund since inception (1996).
ALLAN LAM
Portfolio Manager of Asset Management and portfolio manager of 
the Fund since 2011.

Purchase and Sale of Fund Shares
Shares of the Fund are sold to insurance companies’ 
separate accounts (Insurers) to fund variable annuity 
or variable life insurance contracts and to qualified 
plans. Insurance companies offer variable annuity 
and variable life insurance products through separate 
accounts. Shares of the Fund may also be sold to other 
mutual funds, either as underlying funds in a fund of 
funds or in other structures. In addition, Fund shares 
are held by a limited number of Insurers, qualified 
retirement plans and, when applicable, funds of funds 
or feeder funds. Substantial withdrawals by one or 
more Insurers, qualified retirement plans or funds of 
funds could reduce Fund assets, causing total Fund 
expenses to become higher than the numbers shown 
in the fees and expenses table above.

The terms of the offering of interests in separate 
accounts are included in the variable annuity or 
variable life insurance product prospectus. The terms 

of offerings of funds of funds and feeder funds are 
included in those funds’ prospectuses. The terms of 
offering of qualified retirement plans are described in 
their disclosure documents. Investors should consult 
the variable contract prospectus, fund of fund or 
feeder fund prospectus, or plan disclosure documents 
for more information on fees and expenses imposed 
by variable insurance contracts, funds of funds or 
qualified retirement plans.

Taxes
Because shares of the Fund are generally purchased 
through variable annuity contracts or variable life 
insurance contracts, the Fund’s distributions (which 
the Fund expects, based on its investment objectives 
and strategies to consist of ordinary income, capital 
gains or some combination of both) will be exempt 
from current taxation if left to accumulate within the 
variable contract. You should refer to your contract 
prospectus for more information on these tax 
consequences.

Payments to Sponsoring Insurance 
Companies and Other Financial Intermediaries
The Fund or its distributor (and related companies) 
may pay broker/dealers or other financial 
intermediaries (such as banks and insurance 
companies, or their related companies) for the sale and 
retention of variable contracts which offer Fund shares 
and/or for other services. These payments may create a 
conflict of interest for a financial intermediary, or be a 
factor in the insurance company’s decision to include 
the Fund as an investment option in its variable 
contract. For more information, ask your financial 
advisor, visit your financial intermediary’s website, or 
consult the variable insurance contract prospectus or 
this Fund’s prospectus.
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MAY 1, 2013

Before you invest, you may want to review the Fund’s prospectus, which contains more information about the 
Fund and its risks. You can find the Fund’s prospectus, statement of additional information and other information 
about the Fund online at franklintempleton.com/ftviptfunds. You can also get this information at no cost by calling 
1-888-FRANKLIN or by sending an e-mail request to FTVIPTprospectus@franklintempleton.com. The Fund’s 
prospectus and statement of additional information, both dated May 1, 2013, as may be amended from time to 
time, are incorporated by reference into this Summary prospectus, which means that they are legally a part of this 
Summary prospectus. Shares of the insurance funds of Franklin Templeton Variable Insurance Products Trust are 
not offered to the public; they are offered and sold only to: (1) insurance company separate accounts to serve as the 
underlying investment vehicles for variable contracts; (2) certain qualified plans; and (3) other mutual funds (fund 
of funds). This Summary prospectus is not intended for use by other investors. Please check with your insurance 
company for availability. Please read this Summary prospectus together with your variable annuity or variable life 
insurance product prospectus.

SUMMARY PROSPECTUSFRANKLIN TEMPLETON VARIABLE INSURANCE PRODUCTS TRUST | CLASS 2

Templeton Foreign 
Securities Fund
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Investment Goal
Long-term capital growth.

Fees and Expenses of the Fund
This table describes the fees and expenses that you 
may pay if you buy and hold shares of the Fund. 
The table and the example do not include any fees 
or sales charges imposed by variable insurance 
contracts, qualified retirement plans or funds of 
funds. If they were included, your costs would 
be higher.

ANNUAL FUND OPERATING EXPENSES
(expenses that you pay each year as a percentage of the 
value of your investment)

Class 2

Management fees 0.64%

Distribution and service (12b‑1) fees 0.25%

Other expenses 0.15%

Total annual Fund operating expenses 1.04%

Example
This Example is intended to help you compare the 
cost of investing in the Fund with the cost of investing 
in other mutual funds. The Example assumes that 
you invest $10,000 in the Fund for the time periods 
indicated and then redeem all of your shares at the end 
of the period. The Example also assumes that your 
investment has a 5% return each year and that the 
Fund’s operating expenses remain the same. Although 
your actual costs may be higher or lower, based on 
these assumptions your costs would be:

1 Year 3 Years 5 Years 10 Years

Class 2 $106 $331 $574 $1,271

Portfolio Turnover
The Fund pays transaction costs, such as 
commissions, when it buys and sells securities 
(or “turns over” its portfolio). A higher portfolio 
turnover rate may indicate higher transaction costs. 
These costs, which are not reflected in annual Fund 
operating expenses or in the example, affect the Fund’s 
performance. During the most recent fiscal year, the 
Fund’s portfolio turnover rate was 12.53% of the 
average value of its portfolio.

Principal Investment Strategies
Under normal market conditions, the Fund invests 
at least 80% of its net assets in investments of issuers 
located outside the U.S., including those in emerging 
markets. Under normal market conditions, the Fund 
invests predominantly in equity securities, primarily to 
predominantly in common stock. While there are no 
set percentage targets, the Fund invests predominantly 
in large to medium capitalization companies and may 
invest a portion in smaller companies. The Fund also 
invests in American, European and Global Depositary 
Receipts. Although the investment manager will search 
for investments across a large number of sectors, from 
time to time, based on economic conditions, the Fund 
may have significant positions in particular countries 
or sectors.

When choosing equity investments for the Fund, 
the investment manager applies a “bottom-up,” 
value-oriented, long-term approach, focusing on the 
market price of a company’s securities relative to the 
investment manager’s evaluation of the company’s 
long-term earnings, asset value and cash flow 
potential. The investment manager also considers a 
company’s price/earnings ratio, profit margins and 
liquidation value.

Principal Risks
You could lose money by investing in the Fund. 
Mutual fund shares are not deposits or obligations of, 
or guaranteed or endorsed by, any bank, and are not 
insured by the Federal Deposit Insurance Corporation, 
the Federal Reserve Board, or any other agency of the 
U.S. government.

Market The market values of securities owned by 
the Fund will go up or down, sometimes rapidly 
or unpredictably. A security’s market value may be 
reduced by market activity or other results of supply 
and demand unrelated to the issuer. This is a basic risk 
associated with all securities. When there are more 
sellers than buyers, prices tend to fall. Likewise, when 
there are more buyers than sellers, prices tend to rise.

Stock prices tend to go up and down more 
dramatically than those of debt securities. A slower-
growth or recessionary economic environment could 
have an adverse effect on the prices of the various 
stocks held by the Fund.



SUMMARY  PROSPECTUS

3  - Templeton Foreign Securities Fund - Class 2

Foreign Securities Investing in foreign securities 
typically involves more risks than investing in U.S. 
securities, and includes risks associated with: political 
and economic developments - the political, economic 
and social structures of some foreign countries may 
be less stable and more volatile than those in the 
U.S.; trading practices - government supervision and 
regulation of foreign securities and currency markets, 
trading systems and brokers may be less than in the 
U.S.; availability of information - foreign issuers may 
not be subject to the same disclosure, accounting and 
financial reporting standards and practices as U.S. 
issuers; limited markets - the securities of certain 
foreign issuers may be less liquid (harder to sell) and 
more volatile; and currency exchange rate fluctuations 
and policies. The risks of foreign investments may be 
greater in developing or emerging market countries.

Focus To the extent that the Fund focuses on 
particular countries, regions, industries, sectors or 
types of investment from time to time, the Fund may 
be subject to greater risks of adverse developments in 
such areas of focus than a fund that invests in a wider 
variety of countries, regions, industries, sectors or 
investments.

Value Style Investing A value stock may not increase 
in price as anticipated by the investment manager if 

other investors fail to recognize the company’s value 
and bid up the price, the markets favor faster-growing 
companies, or the factors that the investment manager 
believes will increase the price of the security do 
not occur.

Smaller and Midsize Companies Securities issued by 
smaller and midsize companies may be more volatile 
in price than those of larger companies, involve 
substantial risks and should be considered speculative. 
Such risks may include greater sensitivity to economic 
conditions, less certain growth prospects, lack of 
depth of management and funds for growth and 
development and limited or less developed product 
lines and markets. In addition, smaller and midsize 
companies may be particularly affected by interest rate 
increases, as they may find it more difficult to borrow 
money to continue or expand operations, or may have 
difficulty in repaying any loans.

Management The Fund is subject to management risk 
because it is an actively managed investment portfolio. 
The Fund’s investment manager applies investment 
techniques and risk analyses in making investment 
decisions for the Fund, but there can be no guarantee 
that these decisions will produce the desired results.
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Performance
The following bar chart and table provide some indication of the risks of investing in the Fund. The bar chart shows 
changes in the Fund’s performance from year to year for Class 2 shares. The table shows how the Fund’s average annual 
returns for 1 year, 5 years, 10 years or since inception, as applicable, compare with those of a broad measure of market 
performance. The Fund’s past performance is not necessarily an indication of how the Fund will perform in the future.

Performance reflects all Fund expenses but does not include any fees or sales charges imposed by variable insurance 
contracts, qualified plans or funds of funds. If they had been included, the returns shown below would be lower. 
Investors should consult the variable insurance contract prospectus, or the disclosure documents for qualified plans or 
funds of funds for more information.

ANNUAL TOTAL RETURNS

Best Quarter: Q3’09 22.85%

Worst Quarter: Q4’08 -19.82%

As of March 31, 2013, the Fund’s year-to-date return was 
0.70%.

18.23%

-10.63%

8.41%

37.04%

-40.38%

15.46%

21.44%

10.17%

18.53%

32.21%

2012201120102009200820072006200520042003
Year

AVERAGE ANNUAL TOTAL RETURNS
For the periods ended December 31, 2012

1 Year 5 Years 10 Years

Templeton Foreign 
Securities Fund - 
Class 2 18.23% ‑1.32% 8.52%

MSCI EAFE Index 
(index reflects 
no deduction for 
fees, expenses or 
taxes) 17.90% ‑3.21% 8.70%
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Investment Manager
Templeton Investment Counsel, LLC (Investment 
Counsel)

Portfolio Managers
PETER A. NORI, CFA
Executive Vice President/Portfolio Manager ‑ Research Analyst of 
Investment Counsel and portfolio manager of the Fund since 1999.
CINDY L. SWEETING, CFA
President of Investment Counsel and portfolio manager of the Fund 
since June 2012.

Purchase and Sale of Fund Shares
Shares of the Fund are sold to insurance companies’ 
separate accounts (Insurers) to fund variable annuity 
or variable life insurance contracts and to qualified 
plans. Insurance companies offer variable annuity 
and variable life insurance products through separate 
accounts. Shares of the Fund may also be sold to other 
mutual funds, either as underlying funds in a fund of 
funds or in other structures. In addition, Fund shares 
are held by a limited number of Insurers, qualified 
retirement plans and, when applicable, funds of funds 
or feeder funds. Substantial withdrawals by one or 
more Insurers, qualified retirement plans or funds of 
funds could reduce Fund assets, causing total Fund 
expenses to become higher than the numbers shown 
in the fees and expenses table above.

The terms of the offering of interests in separate 
accounts are included in the variable annuity or 
variable life insurance product prospectus. The terms 
of offerings of funds of funds and feeder funds are 
included in those funds’ prospectuses. The terms of 
offering of qualified retirement plans are described in 

their disclosure documents. Investors should consult 
the variable contract prospectus, fund of fund or 
feeder fund prospectus, or plan disclosure documents 
for more information on fees and expenses imposed 
by variable insurance contracts, funds of funds or 
qualified retirement plans.

Taxes
Because shares of the Fund are generally purchased 
through variable annuity contracts or variable life 
insurance contracts, the Fund’s distributions (which 
the Fund expects, based on its investment objectives 
and strategies to consist of ordinary income, capital 
gains or some combination of both) will be exempt 
from current taxation if left to accumulate within the 
variable contract. You should refer to your contract 
prospectus for more information on these tax 
consequences.

Payments to Sponsoring Insurance 
Companies and Other Financial Intermediaries
The Fund or its distributor (and related companies) 
may pay broker/dealers or other financial 
intermediaries (such as banks and insurance 
companies, or their related companies) for the sale and 
retention of variable contracts which offer Fund shares 
and/or for other services. These payments may create a 
conflict of interest for a financial intermediary, or be a 
factor in the insurance company’s decision to include 
the Fund as an investment option in its variable 
contract. For more information, ask your financial 
advisor, visit your financial intermediary’s website, or 
consult the variable insurance contract prospectus or 
this Fund’s prospectus.
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SUMMARY PROSPECTUS DATED MAY 1, 2013

Enterprise Portfolio
Ticker: JAAGX Institutional Shares

INVESTMENT OBJECTIVE

Enterprise Portfolio seeks long-term growth of capital.

FEES AND EXPENSES OF THE PORTFOLIO

This table describes the fees and expenses that you may pay if you buy and hold Shares of the Portfolio. Owners of variable
insurance contracts that invest in the Shares should refer to the variable insurance contract prospectus for a
description of fees and expenses, as the following table and examples do not reflect deductions at the separate account
level or contract level for any charges that may be incurred under a contract. Inclusion of these charges would increase
the fees and expenses described below.

ANNUAL FUND OPERATING EXPENSES
(expenses that you pay each year as a percentage of the value of your investment)

Management Fees 0.64%

Other Expenses 0.05%

Total Annual Fund Operating Expenses 0.69%

EXAMPLE:
The Example is intended to help you compare the cost of investing in the Portfolio with the cost of investing in other mutual
funds. The Example assumes that you invest $10,000 in the Portfolio for the time periods indicated, reinvest all dividends
and distributions, and then redeem all of your Shares at the end of each period. The Example also assumes that your
investment has a 5% return each year and that the Portfolio’s operating expenses remain the same. Although your actual costs
may be higher or lower, based on these assumptions your costs would be:

1 Year 3 Years 5 Years 10 Years

Institutional Shares $ 70 $ 221 $ 384 $ 859

Portfolio Turnover: The Portfolio pays transaction costs, such as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may indicate higher transaction costs. These costs, which are not reflected
in annual fund operating expenses or in the Example, affect the Portfolio’s performance. During the most recent fiscal year,
the Portfolio’s turnover rate was 15% of the average value of its portfolio.

PRINCIPAL INVESTMENT STRATEGIES

The Portfolio pursues its investment objective by investing primarily in common stocks selected for their growth potential,
and normally invests at least 50% of its equity assets in medium-sized companies. Medium-sized companies are those whose
market capitalization falls within the range of companies in the Russell Midcap˛ Growth Index. Market capitalization is a
commonly used measure of the size and value of a company. The market capitalizations within the index will vary, but as of
December 31, 2012, they ranged from approximately $418 million to $24.9 billion. The Portfolio may also invest in foreign
equity and debt securities, which may include investments in emerging markets.

The portfolio manager applies a “bottom up” approach in choosing investments. In other words, the portfolio manager looks
at companies one at a time to determine if a company is an attractive investment opportunity and if it is consistent with the
Portfolio’s investment policies.

Before you invest, you may want to review the Portfolio’s Prospectus, which
contains more information about the Portfolio and its risks. You can find the
Portfolio’s Prospectus and other information about the Portfolio online at
janus.com/variable-insurance. You can also get this information at no cost by
calling a Janus representative at 1-877-335-2687 or by sending an email request
to prospectusrequest@janus.com.

1 Enterprise Portfolio



PRINCIPAL INVESTMENT RISKS

The biggest risk is that the Portfolio’s returns will vary, and you could lose money. The Portfolio is designed for long-term
investors seeking an equity portfolio, including common stocks. Common stocks tend to be more volatile than many other
investment choices.

Market Risk. The value of the Portfolio’s holdings may decrease if the value of an individual company or security, or multiple
companies or securities, in the Portfolio decreases or if the portfolio manager’s belief about a company’s intrinsic worth is
incorrect. Further, regardless of how well individual companies or securities perform, the value of the Portfolio’s holdings
could also decrease if there are deteriorating economic or market conditions. It is important to understand that the value of
your investment may fall, sometimes sharply, in response to changes in the market, and you could lose money.

Mid-Sized Companies Risk. The Portfolio’s investments in securities issued by mid-sized companies may involve greater risks
than are customarily associated with larger, more established companies. Securities issued by mid-sized companies tend to be
more volatile than securities issued by larger or more established companies and may underperform as compared to the
securities of larger companies.

Growth Securities Risk. The Portfolio invests in companies after assessing their growth potential. Securities of companies
perceived to be “growth” companies may be more volatile than other stocks and may involve special risks. If the portfolio
manager’s perception of a company’s growth potential is not realized, the securities purchased may not perform as expected,
reducing the Portfolio’s returns. In addition, because different types of stocks tend to shift in and out of favor depending on
market and economic conditions, “growth” stocks may perform differently from the market as a whole and other types of
securities.

Foreign Exposure Risk. The Portfolio may have significant exposure to foreign markets as a result of its investments in
foreign securities, including investments in emerging markets, which can be more volatile than the U.S. markets. As a result,
its returns and net asset value may be affected to a large degree by fluctuations in currency exchange rates or political or
economic conditions in a particular country. In some foreign markets, there may not be protection against failure by other
parties to complete transactions. It may not be possible for the Portfolio to repatriate capital, dividends, interest, and other
income from a particular country or governmental entity. In addition, a market swing in one or more countries or regions
where the Portfolio has invested a significant amount of its assets may have a greater effect on the Portfolio’s performance
than it would in a more geographically diversified portfolio. To the extent the Portfolio invests in foreign debt securities, such
investments are sensitive to changes in interest rates. Additionally, investments in securities of foreign governments involve
the risk that a foreign government may not be willing or able to pay interest or repay principal when due.

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

PERFORMANCE INFORMATION

The following information provides some indication of the risks of investing in the Portfolio by showing how the Portfolio’s
performance has varied over time. The bar chart depicts the change in performance from year to year during the periods
indicated, but does not include charges or expenses attributable to any insurance product, which would lower the
performance illustrated. The Portfolio does not impose any sales or other charges that would affect total return computations.
Total return figures include the effect of the Portfolio’s expenses. The table compares the average annual returns for the
Institutional Shares of the Portfolio for the periods indicated to a broad-based securities market index. The index is not
actively managed and is not available for direct investment. All figures assume reinvestment of dividends and distributions.

The Portfolio’s past performance does not necessarily indicate how it will perform in the future. Updated performance information is
available at janus.com/variable-insurance or by calling 1-877-335-2687.
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Annual Total Returns for Institutional Shares (calendar year-end)

35.10%
20.75%

12.31% 13.61%
22.04%

�43.72%

44.83%

25.85%

�1.42%

17.29%

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Best Quarter: Second Quarter 2009 22.11% Worst Quarter: Fourth Quarter 2008 �29.10%

Average Annual Total Returns (periods ended 12/31/12)

1 Year 5 Years 10 Years

Since
Inception
(9/13/93)

Enterprise Portfolio

Institutional Shares 17.29% 3.47% 11.66% 9.51%

Russell Midcap˛ Growth Index 15.81% 3.23% 10.32% 8.47%
(reflects no deduction for fees, expenses, or taxes)

MANAGEMENT

Investment Adviser: Janus Capital Management LLC

Portfolio Manager: Brian Demain, CFA, is Executive Vice President and Portfolio Manager of the Portfolio, which he has
managed since November 2007.

PURCHASE AND SALE OF PORTFOLIO SHARES

Purchases of Shares may be made only by the separate accounts of insurance companies for the purpose of funding variable
insurance contracts or by certain qualified retirement plans. Redemptions, like purchases, may be effected only through the
separate accounts of participating insurance companies or through qualified retirement plans. Requests are duly processed at
the NAV next calculated after your order is received in good order by the Portfolio or its agents. Refer to the appropriate
separate account prospectus or plan documents for details.

TAX INFORMATION

Because Shares of the Portfolio may be purchased only through variable insurance contracts and certain qualified retirement
plans, it is anticipated that any income dividends or net capital gains distributions made by the Portfolio will be exempt from
current federal income taxation if left to accumulate within the variable insurance contract or qualified retirement plan. The
federal income tax status of your investment depends on the features of your qualified retirement plan or variable insurance
contract.

3 Enterprise Portfolio



PAYMENTS TO INSURERS, BROKER-DEALERS, AND OTHER FINANCIAL INTERMEDIARIES

Portfolio shares are generally available only through an insurer’s variable contracts, or through certain employer or other
retirement plans (Retirement Products). Retirement Products are generally purchased through a broker-dealer or other
financial intermediary. The Portfolio or its distributor (and/or their related companies) may make payments to the insurer
and/or its related companies for distribution and/or other services; some of the payments may go to broker-dealers and other
financial intermediaries. These payments may create a conflict of interest for an intermediary, or be a factor in the insurer’s
decision to include the Portfolio as an underlying investment option in a variable contract. Ask your financial advisor, visit
your intermediary’s website, or consult your insurance contract prospectus for more information.

4 Janus Aspen Series
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Before you invest, you may want to review the Portfolio’s Prospectus, which contains more information about the Portfolio and its risks. The
Portfolio’s Prospectus and Statement of Additional Information (“SAI”), both dated May 1, 2013 (as revised or supplemented), are incorporated by
reference into this Summary Prospectus. You can find the Portfolio’s Prospectus, SAI and other information about the Portfolio online at
www.LazardNet.com/lam/us/lazardfunds.shtml. You can also get this information at no cost by calling (800) 823-6300 or by sending an e-mail
request to ContactUs@LazardNet.com.

This Portfolio is closed to investment by new participants.

Lazard Retirement Emerging Markets Equity Portfolio

Investment Objective

The Portfolio seeks long-term capital appreciation.

Fees and Expenses

This table describes the fees and expenses that you may pay if you buy and hold shares of the Portfolio, a series of

Lazard Retirement Series, Inc., but does not reflect the fees or charges imposed by the separate accounts of certain

insurance companies (the “Participating Insurance Companies”) under variable annuity contracts or variable life

insurance policies (“the “Policies” and each, a “Policy”).

Service
Shares

Investor
Shares

Annual Portfolio Operating Expenses (expenses that you pay each year as a percentage

of the value of your investment)

Management Fees 1.00% 1.00%

Distribution and Service (12b-1) Fees .25% None

Other Expenses .14% .14%

Total Annual Portfolio Operating Expenses 1.39% 1.14%

Example

This Example is intended to help you compare the cost

of investing in the Portfolio with the cost of investing in

other mutual funds.

The Example assumes that you invest $10,000 in the

Portfolio for the time periods indicated and then redeem

all of your shares at the end of those periods. The

Example also assumes that your investment has a 5%

return each year and that the Portfolio’s operating

expenses remain the same. The Example does not reflect

fees and expenses imposed by the Participating Insurance

Companies under the Policies; if they were reflected, the

figures in the Example would be higher. Although your

actual costs may be higher or lower, based on these

assumptions your costs would be:

1 Year 3 Years 5 Years 10 Years

Service Shares $142 $440 $761 $1,669

Investor Shares $116 $362 $628 $1,386

Portfolio Turnover

The Portfolio pays transaction costs, such as commissions,

when it buys and sells securities (or “turns over” its

portfolio). These costs, which are not reflected in annual

portfolio operating expenses or in the Example, affect the

Portfolio’s performance. During the most recent fiscal

year, the Portfolio’s portfolio turnover rate was 23% of the

average value of its portfolio.

 May 1, 2013Lazard Retirement SeriesLazard Retirement Series Summary Prospectus



Principal Investment Strategies

The Portfolio invests primarily in equity securities,

principally common stocks, of non-US companies whose

principal activities are located in emerging market

countries and that Lazard Asset Management LLC (the

“Investment Manager”) believes are undervalued based

on their earnings, cash flow or asset values.

Emerging market countries include all countries

represented by the Morgan Stanley Capital International

(“MSCI�”) Emerging Markets� Index, which currently

includes: Brazil, Chile, China, Colombia, Czech Republic,

Egypt, Hungary, India, Indonesia, Korea, Malaysia,

Mexico, Morocco, Peru, Philippines, Poland, Russia, South

Africa, Taiwan, Thailand and Turkey.

Under normal circumstances, the Portfolio invests at least

80% of its assets in equity securities of companies whose

principal business activities are located in emerging

market countries.

Principal Investment Risks

The value of your investment in the Portfolio will

fluctuate, which means you could lose money.

Market Risk. Market risks, including political, regulatory,

market and economic developments, and developments

that impact specific economic sectors, industries or

segments of the market, can affect the value of the

Portfolio’s investments. In addition, turbulence in

financial markets and reduced liquidity in equity, credit

and/or fixed income markets may negatively affect many

issuers, which could adversely affect the Portfolio.

Issuer Risk. The value of a security may decline for a

number of reasons which directly relate to the issuer, such

as management performance, financial leverage and

reduced demand for the issuer’s goods or services, as well

as the historical and prospective earnings of the issuer and

the value of its assets.

Non-US Securities Risk. The Portfolio’s performance will

be influenced by political, social and economic factors

affecting the non-US countries and companies in which

the Portfolio invests. Non-US securities carry special risks,

such as exposure to currency fluctuations, less developed

or less efficient trading markets, political instability, a lack

of company information, differing auditing and legal

standards, and, potentially, less liquidity. In addition,

investments denominated in currencies other than US

dollars carry the risk that such currencies will decline in

value relative to the US dollar and affect the value of

these investments held in the Portfolio.

Emerging Market Risk. Emerging market countries can

generally have economic structures that are less diverse

and mature, and political systems that are less stable, than

those of developed countries. The securities markets of

emerging market countries have historically been

extremely volatile. However, the capital markets in the

US and internationally have experienced unprecedented

volatility in recent years, causing significant declines in

the value and liquidity of many securities. These market

conditions may continue or worsen. Significant

devaluation of emerging market currencies against the US

dollar may occur subsequent to investments denominated

in emerging market currencies.

Value Investing Risk. The Portfolio invests in stocks

believed by the Investment Manager to be undervalued,

but that may not realize their perceived value for

extended periods of time or may never realize their

perceived value. The stocks in which the Portfolio invests

may respond differently to market and other

developments than other types of stocks.

Performance Bar Chart and Table

Year-by-Year Total Returns for Service Shares

As of 12/31

The accompanying bar chart and table provide some

indication of the risks of investing in Lazard Retirement

Emerging Markets Equity Portfolio by showing the

Portfolio’s year-by-year and average annual performance

compared to those of a broad measure of market

performance. The bar chart shows how the performance of

the Portfolio’s Service Shares has varied from year to year

over the past 10 calendar years. Performance information

does not reflect the fees or charges imposed by the

Participating Insurance Companies under the Policies, and

such fees will have the effect of reducing performance.

Updated performance information is available at

www.LazardNet.com or by calling (800) 823-6300. The

Portfolio’s past performance is not necessarily an indication

of how the Portfolio will perform in the future.
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40.78%

30.59%

52.94%

-18.00%

-48.72%

Best Quarter:

6/30/09 34.36%

Worst Quarter:

12/31/08 -31.03%

Average Annual Total Returns

(for the periods ended December 31, 2012)

Inception
Date 1 Year 5 Years 10 Years

Life of
Portfolio

Service Shares 11/4/97 22.05% 1.35% 17.94% 9.43%

Investor Shares 5/1/06 22.34% 1.61% N/A 7.32%

MSCI Emerging Markets Index
(reflects no deduction for fees, expenses or taxes)

18.22% -0.92% 16.52% 8.42%

(Service)

5.62%

(Investor)

Management

Investment Manager

Lazard Asset Management LLC

Portfolio Manager/Analysts

James M. Donald, portfolio manager/analyst on the

Investment Manager’s Emerging Markets Equity team,

has been with the Portfolio since November 2001.

Rohit Chopra, portfolio manager/analyst on the

Investment Manager’s Emerging Markets Equity team,

has been with the Portfolio since May 2007.

Erik McKee, portfolio manager/analyst on the Investment

Manager’s Emerging Markets Equity team, has been with

the Portfolio since July 2008.

John R. Reinsberg, portfolio manager/analyst on the

Investment Manager’s Global Equity and International

Equity teams, has been with the Portfolio since inception.

Purchase and Sale of Portfolio Shares

Portfolio shares are currently offered only to Participating

Insurance Companies. Portfolio shares may be sold each

business day by the separate accounts of the Participating

Insurance Companies.

Tax Information

Owners of the Policies offered by the separate accounts of

Participating Insurance Companies should consult the

prospectuses or other disclosure documents of the separate

accounts regarding the federal tax consequences of

investing in the Portfolio through a separate account.
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Financial Intermediary Compensation

Payments to Participating Insurance Companies and

Financial Intermediaries

The Portfolio and the Investment Manager and its

affiliates may pay Participating Insurance Companies, or

their affiliates, for the sale of Portfolio shares and related

services. Participating Insurance Companies, or their

affiliates, may pay broker-dealers or other financial

intermediaries that sell Policies for the sale of shares of

the Portfolio and related services. When received by a

Participating Insurance Company, such payments may be

a factor that the Participating Insurance Company

considers in including the Portfolio as an investment

option in its Policies. The prospectus or other disclosure

document for the Policies may contain additional

information about these payments. When received by a

financial intermediary, such payments may create a

conflict of interest by influencing the financial

intermediary and salespersons to recommend the Portfolio

over other mutual funds available as investment options

under a Policy. Ask the salesperson or visit the financial

intermediary’s website for more information.

Lazard Asset Management LLC
30 Rockefeller Plaza
New York, NY 10112-6300
800-823-6300

www.LazardNet.com

© 2013 Lazard Retirement Series, Inc. and Lazard Asset Management Securities LLC
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SUMMARY PROSPECTUS 

April 30, 2013  

MFS
®
 Research Series 

Initial Class 
 

VFR-ISUM-043013 Page 1 of 3 

 

Before you invest, you may 
want to review the fund’s 
prospectus, which contains 
more information about the 
fund and its risks. You can 
find the fund’s prospectus 
and other information about 
the fund, including the 
fund’s statement of 
additional information, online 
at insurancefunds.mfs.com.  
You can also get this 
information at no cost by 
calling 1-800-225-2606 or by 
sending an e-mail request to 
orderliterature@mfs.com.  
The fund’s prospectus and 
statement of additional 
information, both dated April 
30, 2013, as may be 
supplemented from time to 
time, are incorporated by 
reference into this Summary 
Prospectus. 
 

CLASS TICKER 
SYMBOL 

Initial Class  N/A 

 

   

Summary of Key Information 

Investment Objective 
The fund’s investment objective is to seek capital appreciation.  

Fees and Expenses 
This table describes the fees and expenses that you may pay when you hold shares of the fund.  If the fees 
and expenses imposed by the insurance company that issued your variable contracts through which the fund 
is offered were included, your expenses would be higher. 

Annual Fund Operating Expenses (expenses that you pay each year as a percentage of the value of your 
investment): 

  

Management Fee 0.75% 

Distribution and/or Service (12b-1) Fees None 

Other Expenses 0.12% 

Total Annual Fund  
Operating Expenses 

0.87% 

 



MFS Research Series  

 Page 2 of 3 

Example  
This example is intended to help you compare the cost of investing 
in the fund with the cost of investing in other mutual funds. If the 
fees and expenses imposed by the investment vehicle through which 
an investment in the fund is made were included, your expenses 
would be higher. 

The example assumes that: you invest $10,000 in the fund for the 
time periods indicated and you redeem your shares at the end of the 
time periods; your investment has a 5% return each year; and the 
fund’s operating expenses remain the same.  

Although your actual costs will likely be higher or lower, under 
these assumptions your costs would be:  

 

 1 YEAR 3 YEARS 5 YEARS 10 YEARS 

Initial Class Shares  $89 $278 $482 $1,073 

 

Portfolio Turnover 
The fund pays transaction costs, such as commissions, when it buys 
and sells securities (or “turns over” its portfolio). A higher portfolio 
turnover rate may indicate higher transaction costs. These 
transaction costs, which are not reflected in “Annual Fund 
Operating Expenses” or in the “Example,” affect the fund’s 
performance.  During the most recent fiscal year, the fund’s 
portfolio turnover rate was 83% of the average value of its portfolio. 

Principal Investment Strategies 
MFS (Massachusetts Financial Services Company, the fund's 
investment adviser) normally invests the fund’s assets primarily in 
equity securities. Equity securities include common stocks, 
preferred stocks, securities convertible into stocks, equity interests 
in real estate investment trusts (REITs), and depositary receipts for 
such securities. 

In selecting investments for the fund, MFS is not constrained to any 
particular investment style. MFS may invest the fund’s assets in the 
stocks of companies it believes to have above average earnings 
growth potential compared to other companies (growth companies), 
in the stocks of companies it believes are undervalued compared to 
their perceived worth (value companies), or in a combination of 
growth and value companies. 

While MFS may invest the fund’s assets in companies of any size, 
MFS generally focuses on companies with large capitalizations. 

MFS may invest the fund’s assets in foreign securities. 

While MFS may use derivatives for any investment purpose, to the 
extent MFS uses derivatives, MFS expects to use derivatives 
primarily to increase or decrease exposure to a particular market, 
segment of the market, or security. Derivatives include futures, 
forward contracts, options, structured securities, inverse floating rate 
instruments, and swaps. 

A team of investment research analysts selects investments for the 
fund. MFS allocates the fund’s assets to analysts by broad market 
sectors. 

MFS uses a bottom-up investment approach to buying and selling 
investments for the fund. Investments are selected primarily based 
on fundamental analysis of individual issuers. Quantitative models 
that systematically evaluate issuers may also be considered. 

Principal Risks  
As with any mutual fund, the fund may not achieve its objective 
and/or you could lose money on your investment in the fund. An 
investment in the fund is not a bank deposit and is not insured or 

guaranteed by the Federal Deposit Insurance Corporation or any 
other governmental agency. 

The principal risks of investing in the fund are: 

Stock Market/Company Risk:  Stock markets are volatile and can 
decline significantly in response to issuer, market, economic, 
industry, political, regulatory, geopolitical, and other conditions, as 
well as to investor perceptions of these conditions. The price of an 
equity security can decrease significantly in response to these 
conditions, and these conditions can affect a single issuer or type of 
security, issuers within a broad market sector, industry or 
geographic region, or the market in general.  

Foreign Risk:  Exposure to foreign markets through issuers or 
currencies can involve additional risks relating to market, economic, 
industry, political, regulatory, geopolitical, and other conditions. 
These factors can make foreign investments, especially those in 
emerging markets, more volatile and less liquid than U.S. 
investments. In addition, foreign markets can react differently to 
these conditions than the U.S. market. 

Derivatives Risk:  Derivatives can be highly volatile and involve 
risks in addition to the risks of the underlying indicator(s) on which 
the derivative is based. Gains or losses from derivatives can be 
substantially greater than the derivatives’ original cost.  Derivatives 
can involve leverage. 

Leveraging Risk:  Leverage involves investment exposure in an 
amount exceeding the initial investment. Leverage can cause 
increased volatility by magnifying gains or losses.  

Investment Selection Risk:  MFS' investment analysis and its 
selection of investments may not produce the intended results 
and/or can lead to an investment focus that results in the fund 
underperforming other funds with similar investment strategies 
and/or underperforming the markets in which the fund invests. 

Counterparty and Third Party Risk:  Transactions involving a 
counterparty or third party other than the issuer of the instrument are 
subject to the credit risk of the counterparty or third party, and to the 
counterparty’s or third party’s ability to perform in accordance with 
the terms of the transaction. 

Liquidity Risk:  It may not be possible to sell certain investments, 
types of investments, and/or segments of the market at any 
particular time or at an acceptable price. 

Performance Information 
The bar chart and performance table below are intended to provide 
some indication of the risks of investing in the fund by showing 
changes in the fund’s performance over time and how the fund's 
performance over time compares with that of a broad measure of 
market performance. 

The fund’s past performance does not necessarily indicate how the 
fund will perform in the future. Updated performance is available at 
mfs.com or by calling 1-877-411-3325. If the fees and expenses 
imposed by the investment vehicle through which an investment in 
the fund is made were included, they would reduce the returns 
shown. 



MFS Research Series 

 Page 3 of 3 

Initial Class Bar Chart.   
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The total return for the three-month period ended March 31, 2013 
was 10.34%. During the period(s) shown in the bar chart, the 
highest quarterly return was 16.62% (for the calendar quarter ended 
September 30, 2009) and the lowest quarterly return was (22.52)% 
(for the calendar quarter ended December 31, 2008). 

Performance Table.   

Average Annual Total Returns  
(for the Periods Ended December 31, 2012) 

Share Class  1 YEAR 5 YEARS 10 YEARS 

Initial Class Shares 17.27% 2.45% 8.20% 

Index Comparison (Reflects no deduction for 
fees, expenses or taxes)    

Standard & Poor’s 500 Stock Index  16.00% 1.66% 7.10% 

 

Investment Adviser 
MFS serves as the investment adviser for the fund. 

Portfolio Manager(s) 
 

Portfolio Manager Since Title 

Joseph G. MacDougall 2008 Investment Officer of MFS 

 

Purchase and Sale of Fund Shares 
You should consult with the insurance company that issued your 
variable contract, or other eligible investor through which your 
investment in the fund is made, for minimum investment 
requirements and redemption procedures. 

Taxes 
You should consult with the insurance company that issued your 
variable contract, or other eligible investor through which your 
investment in the fund is made, to understand the tax treatment of 
your investment. 

Payments to Financial Intermediaries 
The fund, MFS, and its affiliates may make payments to insurance 
companies, other financial intermediaries, and all of their affiliates, 
for distribution and/or other services. These payments may create a 
conflict of interest for the insurance company or other financial 
intermediary to include the fund as an investment option in its 

product or to recommend the fund over another investment option. 
Ask your financial intermediary or insurance company, or visit your 
financial intermediary's or insurance company's Web site, for more 
information. 
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Neuberger Berman  

 
Advisers Management Trust 

Neuberger Berman AMT Short Duration Portfolio  
(Class I Shares) 
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May 1, 2013

SHORT DURATION BOND PORTFOLIO

SUMMARY PROSPECTUS
I Class Shares

Before you invest, you may want to review the Fund’s prospectus, which contains more information about the Fund and its risks. You can find the Fund’s prospectus and

other information about the Fund (including the Fund’s SAI) online at https://www.nb.com/VariableAnnuityLiterature.aspx?id=1278. You can also get this information at

no cost by calling 800-877-9700 or by sending an e-mail request to fundinfo@nb.com. You can also get this information from your investment provider or any

investment provider authorized to sell the Fund’s shares. The Fund’s prospectus and SAI, each dated May 1, 2013 (as each may be amended or supplemented), are

incorporated herein by reference.

GOAL
The Fund seeks the highest available current income consistent with liquidity and low risk to principal; total return is a
secondary goal.

FEES AND EXPENSES
These tables describe the fees and expenses that you may pay if you buy, hold or sell shares of the Fund. These tables do not
reflect any expenses or charges that are, or may be, imposed under a variable annuity or variable life insurance separate
account or a qualified pension or retirement plan. If expenses or charges imposed under a variable annuity or variable life
insurance separate account or a qualified pension or retirement plan were reflected in the tables, then expenses would be
higher than shown in the tables. For information on these expenses and charges, please refer to the applicable variable
contract prospectus, prospectus summary or disclosure statement, or if you purchased shares through a qualified plan, please
consult the plan administrator.

Shareholder Fees (fees paid directly
from your investment) N/A

Annual Fund Operating Expenses
(expenses that you pay each year as a %
of the value of your investment)
Management fees 0.65
Distribution (12b-1) fees None
Other expenses 0.17
Total annual operating expenses 0.82

The expense example can help you compare costs among mutual
funds. The example assumes that you invested $10,000 for the periods
shown, that you redeemed all of your shares at the end of those
periods, that the Fund earned a hypothetical 5% total return each year,
and that the Fund’s expenses were those in the table. Actual
performance and expenses may be higher or lower.

1 Year 3 Years 5 Years 10 Years
Expenses $84 $262 $455 $1,014

PORTFOLIO TURNOVER
The Fund pays transaction costs, such as commissions, when it buys and sells securities (or “turns over” its portfolio). A
higher portfolio turnover rate may indicate higher transaction costs and may result in distributions causing higher taxes when
Fund shares are held in a taxable account. These costs, which are not reflected in annual operating expenses or in the example,
affect the Fund’s performance. During the most recent fiscal year, the Fund’s portfolio turnover rate was 67% of the average
value of its portfolio.

PRINCIPAL INVESTMENT STRATEGIES
To pursue its goals, the Fund invests mainly in investment-grade bonds and other debt securities from U.S. government and
corporate issuers. These may include mortgage- and asset-backed securities. The Fund considers debt securities to be
investment grade if, at the time of investment, they are rated within the four highest categories by at least one independent
credit rating agency or, if unrated, are determined by the Portfolio Managers to be of comparable quality.

The Portfolio Managers monitor national trends in the corporate and government securities markets, as well as a range of
economic and financial factors. If particular sectors of the bond market appear relatively inexpensive, the Portfolio Managers
may increase the Fund’s exposure in those sectors and decrease exposure in other sectors. The Portfolio Managers look for



securities that appear under-priced compared to securities of similar structure and credit quality. In choosing lower-rated
securities, the Portfolio Managers generally look for bonds from issuers whose financial health appears comparatively strong,
and that may have their credit ratings raised. The Fund may sell securities if the Portfolio Managers find an opportunity they
believe is more compelling or if the Portfolio Managers’ outlook on the investment or the market changes.

To enhance yield and add diversification, the Fund may invest up to 10% of its net assets in securities that are below
investment grade, provided that, at the time of investment, they are rated at least B by Standard & Poor’s or Moody’s Investors
Service (or comparably rated by at least one independent credit rating agency) or, if unrated, determined by the Portfolio
Managers to be of comparable quality. In choosing lower-rated securities, the Portfolio Managers generally look for bonds
from issuers whose financial health appears comparatively strong, and that may have their credit ratings raised. The Fund does
not normally continue to hold securities that are in default or have defaulted with respect to the payment of interest or
repayment of principal, but may do so depending on market conditions. The Fund may invest in securities whose ratings
imply an imminent risk of default with respect to such payments.

The Fund may also invest a significant amount of its asset in U.S. Treasury securities or other money market instruments,
depending on market conditions.

The Fund seeks to reduce credit risk by diversifying among many issuers and different types of securities. Although it may
invest in securities of any maturity, the Fund normally seeks to maintain an average portfolio duration of two years or less.

In an effort to achieve its goals, the Fund may engage in active and frequent trading.

The Fund normally invests at least 80% of its net assets, plus the amount of any borrowings for investment purposes, in bonds
and other debt securities. The Fund will not alter this policy without providing shareholders at least 60 days’ notice. This test
is applied at the time the Fund invests; later percentage changes caused by a change in Fund assets, market values or company
circumstances will not require the Fund to dispose of a holding.

PRINCIPAL INVESTMENT RISKS
Most of the Fund’s performance depends on what happens in the bond market. The market’s behavior is unpredictable,
particularly in the short term. There can be no guarantee that the Fund will achieve its goal.

The Fund is a mutual fund, not a bank deposit, and is not guaranteed or insured by the Federal Deposit Insurance
Corporation or any other government agency. The value of your investment may fall, sometimes sharply, and you could lose
money by investing in the Fund. While this Fund may have a shorter duration than many other income funds, this Fund is not
intended to operate like a money market fund.

The following factors can significantly affect the Fund’s performance:

Market Volatility. Markets are volatile and values of individual securities and other investments can decline significantly in
response to adverse issuer, political, regulatory, market, economic or other developments that may cause broad changes in
market value. To the extent that the Fund sells a portfolio position before it reaches its market peak, it may miss out on
opportunities for higher performance.

Interest Rate Risk. The Fund’s yield and share price will fluctuate in response to changes in interest rates. In general, the value
of investments with interest rate risk, such as fixed income securities, will move in the direction opposite to movements in
interest rates. In general, the longer the maturity or duration of a fixed income security, the greater the effect a change in
interest rates could have on the security’s price. Thus, the Fund’s sensitivity to interest rate risk will increase with any increase
in the Fund’s overall duration. Interest rates have been unusually low in recent years.

Prepayment and Extension Risk. The Fund’s performance could be affected if unexpected interest rate trends cause the
Fund’s mortgage- or asset-backed securities to be paid off earlier or later than expected, shortening or lengthening their
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duration. An increase in market interest rates would likely extend the effective duration of mortgage-back securities, thereby
magnifying the effect of the rate increase on the securities’ price.

Call Risk. When interest rates are low, issuers will often repay the obligation underlying a “callable security” early, in which
case the Fund may have to reinvest the proceeds in an investment offering a lower yield and may not benefit from any increase
in value that might otherwise result from declining interest rates.

Credit Risk. A downgrade or default affecting any of the Fund’s securities could affect the Fund’s performance.

Issuer-Specific Risk. The value of an individual security or particular type of security can be more volatile than the market as
a whole and can perform differently from the value of the market as a whole.

U.S. Government Securities Risk. Although the Fund may hold securities that carry U.S. Government guarantees, these
guarantees do not extend to shares of the Fund itself and do not guarantee the market price of the security. Furthermore, not
all securities issued by the U.S. Government and its agencies and instrumentalities are backed by the full faith and credit of the
U.S. Treasury.

Lower-Rated Debt Securities. Lower-rated debt securities (commonly known as “junk bonds”) involve greater risks than
investment grade debt securities. Lower-rated debt securities may fluctuate more widely in price and yield than investment
grade debt securities and may fall in price during times when the economy is weak or is expected to become weak. Lower-
rated debt securities carry a greater risk that the issuer of such securities will default in the timely payment of principal and
interest. Issuers of securities that are in default may fail to resume principal or interest payments, in which case the Fund may
lose its entire investment.

Sector Risk. To the extent the Fund invests more heavily in particular bond market sectors, its performance will be especially
sensitive to developments that significantly affect those sectors. Individual sectors may move up and down more than the
broader market. The industries that constitute a sector may all react in the same way to economic, political or regulatory
events.

Illiquid Securities Risk. Illiquid securities may be more difficult to purchase or sell at an advantageous price or time, and
there is a greater risk that the securities may not be sold for the price at which the Fund is carrying them.

Restricted Securities Risk. Restricted securities are subject to legal restrictions on their sale. Difficulty in selling securities
may result in a loss or be costly to the Fund.

Risk Management. Risk is an essential part of investing. No risk management program can eliminate the Fund’s exposure to
adverse events; at best, it can only reduce the possibility that the Fund will be affected by such events, and especially those risks
that are not intrinsic to the Fund’s investment program.

Recent Market Conditions. The financial crisis in the U.S. and many foreign economies over the past several years, including
the European sovereign debt and banking crisis, has resulted, and may continue to result, in an unusually high degree of
volatility in the financial markets, both domestic and foreign, and in the net asset values of many mutual funds, including to
some extent the Fund. In addition, global economies and financial markets are becoming increasingly interconnected, which
increases the possibilities that conditions in one country or region might adversely impact issuers in a different country or
region. The severity or duration of adverse economic conditions may also be affected by policy changes made by governments
or quasi-governmental organizations. Because the situation is widespread and largely unprecedented, it may be unusually
difficult to identify both risks and opportunities using past models of the interplay of market forces, or to predict the duration
of these market conditions.
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PERFORMANCE
The bar chart and table below provide an indication of the risks of investing in the Fund. The bar chart shows how the Fund’s
performance has varied from year to year. The table next to the bar chart shows what the returns would equal if you averaged
out actual performance over various lengths of time and compares the returns with the returns of a broad-based market
index, which appear immediately below the Fund’s returns. The performance information does not reflect insurance product
or qualified plan expenses. If such information were reflected, returns would be less than those shown.

Past performance is not a prediction of future results. Visit www.nb.com or call 800-877-9700 for updated performance
information.

YEAR-BY-YEAR % RETURNS
AS OF 12/31 EACH YEAR

4.61

0.290.78
2.42 1.44

4.20 4.77 5.28

13.33

-13.43

2003 2004 2005 2006 2007 2008 2009 2010 20122011

Best quarter: Q3 ’09, 5.06%
Worst quarter: Q4 ’08, -7.75%

AVERAGE ANNUAL TOTAL % RETURNS
AS OF 12/31/12

1 Year 5 Years 10 Years

Short Duration Bond Portfolio
(Class I) 4.61 1.62 2.16

Barclays 1-3 Year U.S.
Government/Credit Index (reflects
no deduction for fees, expenses or
taxes) 1.26 2.88 3.13

INVESTMENT MANAGERS
Neuberger Berman Management LLC (NBM) is the Fund’s investment manager. Neuberger Berman Fixed Income LLC
(NBFI) is the Fund’s sub-adviser.

PORTFOLIO MANAGERS
The Fund is managed by Thomas Sontag (Managing Director of NBM and NBFI), Michael Foster (Vice President of NBM
and NBFI) and Richard Grau (Vice President of NBM and NBFI). Mr. Sontag has managed the Fund’s assets since 2006, and
Messrs. Foster and Grau have managed the Fund’s assets since 2008.

BUYING AND SELLING FUND SHARES
The Fund is designed for use with certain variable insurance contracts and qualified plans. Because shares of the Fund are held
by the insurance company or qualified plans involved, you will need to follow the instructions provided by your insurance
company or qualified plan for matters involving allocations to this Fund.

When you buy and sell shares of the Fund, the share price is the Fund’s net asset value per share. When you buy shares, you
will receive the next share price to be calculated after your order has been accepted.

SHORT DURATION BOND PORTFOLIO May 1, 2013
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The Fund generally is open for business every day the New York Stock Exchange (“Exchange”) is open. The Fund will not be
opened for business on Columbus Day and Veterans Day even if the Exchange is open, when fixed income securities generally
will not be traded on those days.

TAX INFORMATION
Distributions made by the Fund to a variable annuity or variable life insurance separate account or a qualified pension or
retirement plan, and exchanges and redemptions of Fund shares made by a separate account or qualified plan ordinarily do
not cause the corresponding contract holder or plan participant to recognize income or gain for federal income tax purposes.
Please see your variable contract prospectus or the governing documents of your qualified plan for information regarding the
federal income tax treatment of the distributions to separate accounts or qualified plans and the holders of the contracts or
plan participants.

PAYMENTS TO FINANCIAL INTERMEDIARIES
NBM and/or its affiliates may pay insurance companies or their affiliates, qualified plan administrators, broker-dealers or
other financial intermediaries, for services they provide respecting the Fund to current and prospective variable contract
owners and qualified plan participants who choose the Fund as an investment option. These payments may create a conflict of
interest as they may be made to the intermediaries participating in the Fund to render services to variable contract owners and
qualified plan participants, and may also provide incentive for the intermediaries to recommend the Fund’s shares or make
them available to their current or prospective variable contract owners and qualified plan participants, and therefore promote
distribution of the Fund’s shares.

SHORT DURATION BOND PORTFOLIO May 1, 2013
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T. Rowe Price Equity Income Portfolio 
T. Rowe Price Equity Income Portfolio–II 
 
Supplement to Prospectuses and Summary Prospectuses Dated May 1, 2013 

 

The following information amends the summary prospectus and prospectus, each 
dated May 1, 2013, and supersedes the supplement dated August 16, 2013. 

On October 22, 2013, the Equity Income Portfolio’s shareholders approved the 
proposed amendment to the fund’s investment objective. Accordingly, the investment 
objective is revised as follows: 

The fund seeks a high level of dividend income and long-term capital 
growth primarily through investments in stocks.  

In connection with the investment objective change, the first paragraph under 
“Principal Investment Strategies” is revised as follows: 

The fund will normally invest at least 80% of its net assets (including any 
borrowings for investment purposes) in common stocks, with an emphasis 
on large-capitalization stocks that have a strong track record of paying 
dividends or that are believed to be undervalued. 

In addition, the first sentence of the fourth paragraph under “Principal Investment 
Strategies” is replaced with the following: 

The fund generally seeks investments in large-capitalization companies and 
the fund’s yield, which reflects the level of dividends paid by the fund, is 
expected to normally exceed the yield of the S&P 500 Stock Index. 

 
 

The date of this supplement is November 1, 2013. 
E300-042    11/1/13 
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 Summary Prospectus  
     

May 1, 2013  T. Rowe Price  
   

Equity Income 
Portfolio 

 

     
   A fund seeking substantial dividend income and long-term 

capital growth through investments in common stocks of 

established companies and a value approach to stock 

selection. The fund is only available as an investment 

option for variable annuity and variable life insurance 

contracts. 

 

 

 

 

 

 

 

 

 
Before you invest, you may want to review the fund’s prospectus, which contains 
more information about the fund and its risks. You can find the fund’s prospectus 
and other information about the fund online at troweprice.com/prospectus. You can 
also get this information at no cost by calling 1-800-638-8790 or by sending an e-
mail request to info@troweprice.com. This Summary Prospectus incorporates by 
reference the fund’s prospectus, dated May 1, 2013, and Statement of Additional 
Information, dated May 1, 2013. 

 

 

 
The Securities and Exchange Commission (SEC) has not approved or 
disapproved these securities or passed upon the adequacy of this 
prospectus. Any representation to the contrary is a criminal offense. 

 

  
  



SUMMARY 1

  

 Investment Objective 
The fund seeks to provide substantial dividend income as well as long-term growth of capital through investments in the 
common stocks of established companies. 

Fees and Expenses 

This table describes the fees and expenses that you may pay if you buy and hold shares of the fund. There may be 
additional expenses that apply as described in your insurance contract prospectus. 

Fees and Expenses of the Fund 

 

Annual fund operating expenses 
(expenses that you pay each year as a 

percentage of the value of your investment) 
Management fees 0.85% 

Other expenses  0.00% 
 
Total annual fund operating expenses 0.85% 

 

 
Example  This example is intended to help you compare the cost of investing in the fund with the cost of investing in 
other mutual funds. The example assumes that you invest $10,000 in the fund for the time periods indicated and then 
redeem all of your shares at the end of those periods. The example also assumes that your investment has a 5% return 
each year and that the fund’s operating expenses remain the same. Although your actual costs may be higher or lower, 
based on these assumptions your costs would be: 

1 year 3 years 5 years 10 years 

$87 $271 $471 $1,049 
 
Portfolio Turnover  The fund pays transaction costs, such as commissions, when it buys and sells securities (or “turns 
over” its portfolio). A higher portfolio turnover rate may indicate higher transaction costs and may result in higher taxes 
when fund shares are held in a taxable account. These costs, which are not reflected in annual fund operating expenses 
or in the example, affect the fund’s performance. During the most recent fiscal year, the fund’s portfolio turnover rate 
was 15.9% of the average value of its portfolio. 

Investments, Risks, and Performance 
Principal Investment Strategies  The fund will normally invest at least 80% of its net assets (including any borrowings 
for investment purposes) in common stocks, with 65% in the common stocks of well-established companies paying 
above-average dividends. 

The fund typically employs a “value” approach in selecting investments. Our in-house research team seeks companies 
that appear to be undervalued by various measures and may be temporarily out of favor but have good prospects for 
capital appreciation and dividend growth. 

In selecting investments, we generally look for companies in the aggregate with one or more of the following: 

• an established operating history; 
• above-average dividend yield relative to the S&P 500; 
• low price/earnings ratio relative to the S&P 500; 
• a sound balance sheet and other positive financial characteristics; and 
• low stock price relative to a company’s underlying value as measured by assets, cash flow, or business franchises. 

Under normal market conditions, substantial dividend income means that the yield on the fund’s portfolio securities 
generally exceeds the yield on the fund’s benchmark. In pursuing its investment objective, the fund has the discretion to 
deviate from its normal investment criteria, as previously described, and purchase securities that the fund’s management 
believes will provide an opportunity for substantial appreciation. These situations might arise when the fund’s 
management believes a security could increase in value for a variety of reasons, including an extraordinary corporate 
event, a new product introduction or innovation, a favorable competitive development, or a change in management. 

While most assets will typically be invested in U.S. common stocks, the fund may invest in foreign stocks in keeping 
with the fund’s objectives. 
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The fund may sell securities for a variety of reasons, such as to secure gains, limit losses, or redeploy assets into more 
promising opportunities. 

Principal Risks  As with any mutual fund, there is no guarantee that the fund will achieve its objective. The fund’s share 
price fluctuates, which means you could lose money by investing in the fund. The principal risks of investing in this 
fund are summarized as follows: 

Active management risk  The fund is subject to the risk that the investment adviser’s judgments about the attractiveness, 
value, or potential appreciation of the fund’s investments may prove to be incorrect. If the securities selected and 
strategies employed by the fund fail to produce the intended results, the fund could underperform other funds with 
similar objectives and investment strategies. 

Risks of stock investing  Stocks generally fluctuate in value more than bonds and may decline significantly over short 
time periods. There is a chance that stock prices overall will decline because stock markets tend to move in cycles, with 
periods of rising prices and falling prices. The value of a stock in which the fund invests may decline due to general 
weakness in the stock market or because of factors that affect a company or a particular industry.  

Investment style risk  Different investment styles tend to shift in and out of favor, depending on market conditions and 
investor sentiment. The fund’s value approach to investing could cause it to underperform other stock funds that employ 
a different investment style. The intrinsic value of a stock with value characteristics may not be fully recognized by the 
market for a long time or a stock judged to be undervalued may actually be appropriately priced at a low level. 

Foreign investing risk  This is the risk that the fund’s investments in foreign securities may be adversely affected by 
political and economic conditions overseas, reduced liquidity, or decreases in foreign currency values relative to the U.S. 
dollar. 

Performance  The bar chart showing calendar year returns and the average annual total returns table indicate risk by 
illustrating how much returns can differ from one year to the next and how fund performance compares with that of a 
comparable market index. The fund’s past performance is not necessarily an indication of future performance. 

The fund can also experience short-term performance swings, as shown by the best and worst calendar quarter returns 
during the years depicted. 

 

Calendar Year Returns
Equity Income Portfolio

Best Quarter  6/30/09 19.54%

Worst Quarter  12/31/08 -22.47%

’10
’09
’08
’07

’12
’11

’06
’05
’04
’03

Quarter
Ended

Total
Return

17.15

-0.71

15.02

25.60

-36.11

3.26

18.97

3.92
14.92

25.50

-60 -48 -36 -24 -12 0 12 24 36 48%
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Average Annual Total Returns           
    Periods ended  

   
December 31, 2012 

 
   1 Year  5 Years   10 Years   

  Equity Income Portfolio 17.15 %   1.43 %   7.05 %     

  S&P 500 Index (reflects no deduction for fees, expenses, or taxes) 16.00     1.66     7.10       

  
 

Lipper Variable Annuity Underlying Equity Income Funds Average 14.96     0.76     6.90       
                      
 
Updated performance information is available through troweprice.com or may be obtained by calling 1-800-638-8790. 

Management 
Investment Adviser  T. Rowe Price Associates, Inc. (T. Rowe Price) 

 

 Portfolio Manager 

 

Title 
Managed Fund 

Since 
Joined Investment 

 Adviser 

Brian C. Rogers 
Chairman of Investment 

 Advisory Committee 1994 1982 

 
Purchase and Sale of Fund Shares 

The fund is not sold directly to the general public but is instead offered as an underlying investment option for variable 
annuity or variable life insurance contracts. Although the fund does not require a minimum amount for initial or 
subsequent purchases from insurance companies, your insurance company may impose investment minimums for your 
purchases of the fund. 

You may purchase, redeem, or exchange shares of the fund on any day the New York Stock Exchange is open for 
business. You must purchase, redeem, and exchange shares through your insurance company. 

Tax Information 
Any dividends are declared and paid quarterly in March, June, September, and December. Any capital gains are declared 
and paid annually, usually in December. Distributions by the fund, whether or not you reinvest these amounts in 
additional fund shares, may be taxed as ordinary income or capital gains unless you invest through a tax-deferred 
account. A redemption or exchange of fund shares may be taxable.  

Payments to Insurance Companies, Broker-Dealers, and Other Financial Intermediaries 

The fund is generally available only through variable annuity or variable life insurance contracts. The fund and/or its 
related companies may make payments to a sponsoring insurance company or other financial intermediary for the sale of 
fund shares and related services. These payments may create a conflict of interest by influencing the insurance company 
or other financial intermediary to recommend the fund over another investment option or by influencing an insurance 
company to include the fund as an underlying investment option in a variable contract. The prospectus (or other 
offering document) for your variable contract may contain additional information about these payments. Ask your 
insurance company or financial intermediary, or visit your insurance company’s or financial intermediary’s website, for 
more information.  
 

 

 

 

 

T. Rowe Price Associates, Inc. 
100 East Pratt Street 
Baltimore, MD 21202 
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 Summary Prospectus  
     

May 1, 2013  T. Rowe Price  
   

Mid-Cap Growth 
Portfolio 

 

     
   A fund seeking long-term capital appreciation through 

investments in mid-cap companies and a growth approach 

to stock selection. The fund is only available as an 

investment option for variable annuity and variable life 

insurance contracts. 

 

 

 

 

 

 

 

 

 
Before you invest, you may want to review the fund’s prospectus, which contains 
more information about the fund and its risks. You can find the fund’s prospectus 
and other information about the fund online at troweprice.com/prospectus. You can 
also get this information at no cost by calling 1-800-638-8790 or by sending an e-
mail request to info@troweprice.com. This Summary Prospectus incorporates by 
reference the fund’s prospectus, dated May 1, 2013, and Statement of Additional 
Information, dated May 1, 2013. 

 

 

 
The Securities and Exchange Commission (SEC) has not approved or 
disapproved these securities or passed upon the adequacy of this 
prospectus. Any representation to the contrary is a criminal offense. 
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 Investment Objective 
The fund seeks to provide long-term capital appreciation by investing in mid-cap stocks with potential for above-average 
earnings growth. 

Fees and Expenses 

This table describes the fees and expenses that you may pay if you buy and hold shares of the fund. There may be 
additional expenses that apply as described in your insurance contract prospectus. 

Fees and Expenses of the Fund 

 

Annual fund operating expenses 
(expenses that you pay each year as a 

percentage of the value of your investment) 
Management fees 0.85% 

Other expenses  0.00% 
 
Total annual fund operating expenses 0.85% 

 

 
Example  This example is intended to help you compare the cost of investing in the fund with the cost of investing in 
other mutual funds. The example assumes that you invest $10,000 in the fund for the time periods indicated and then 
redeem all of your shares at the end of those periods. The example also assumes that your investment has a 5% return 
each year and that the fund’s operating expenses remain the same. Although your actual costs may be higher or lower, 
based on these assumptions your costs would be: 

1 year 3 years 5 years 10 years 

$87 $271 $471 $1,049 
 
Portfolio Turnover  The fund pays transaction costs, such as commissions, when it buys and sells securities (or “turns 
over” its portfolio). A higher portfolio turnover rate may indicate higher transaction costs and may result in higher taxes 
when fund shares are held in a taxable account. These costs, which are not reflected in annual fund operating expenses 
or in the example, affect the fund’s performance. During the most recent fiscal year, the fund’s portfolio turnover rate 
was 27.5% of the average value of its portfolio. 

Investments, Risks, and Performance 
Principal Investment Strategies  The fund will normally invest at least 80% of its net assets (including any borrowings 
for investment purposes) in a diversified portfolio of common stocks of mid-cap companies whose earnings T. Rowe 
Price expects to grow at a faster rate than the average company. The fund defines mid-cap companies as those whose 
market capitalization (number of shares outstanding multiplied by share price) falls within the range of either the S&P 
MidCap 400 Index or the Russell Midcap Growth Index. As of December 31, 2012, the market capitalization ranges for 
the S&P MidCap 400 Index and the Russell Midcap Growth Index were approximately $403.7 million to $16.2 billion, 
and $296.4 million to $25.1 billion, respectively. The market capitalization of the companies in the fund’s portfolio and 
the S&P and Russell indices changes over time; the fund will not automatically sell or cease to purchase stock of a 
company it holds just because the company’s market capitalization grows or falls outside these ranges. 

As “growth” investors, T. Rowe Price believes that when a company’s earnings grow faster than both inflation and the 
overall economy, the market will eventually reward it with a higher stock price. 

In selecting investments, we generally favor companies with one or more of the following: 

• proven products or services; 
• a record of above-average earnings growth; 
• demonstrated potential to sustain earnings growth; 
• connection to an industry experiencing increasing demand; or 
• stock prices that appear to undervalue their growth prospects. 

In pursuing its investment objective, the fund has the discretion to deviate from its normal investment criteria, as 
previously described, and purchase securities that the fund’s management believes will provide an opportunity for 
substantial appreciation. These situations might arise when the fund’s management believes a security could increase in 
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value for a variety of reasons, including an extraordinary corporate event, a new product introduction or innovation, a 
favorable competitive development, or a change in management. 

While most assets will typically be invested in U.S. common stocks, the fund may invest in foreign stocks in keeping 
with the fund’s objectives. 

The fund may sell securities for a variety of reasons, such as to secure gains, limit losses, or redeploy assets into more 
promising opportunities. 

Principal Risks  As with any mutual fund, there is no guarantee that the fund will achieve its objective. The fund’s share 
price fluctuates, which means you could lose money by investing in the fund. The principal risks of investing in this 
fund are summarized as follows: 

Active management risk  The fund is subject to the risk that the investment adviser’s judgments about the attractiveness, 
value, or potential appreciation of the fund’s investments may prove to be incorrect. If the securities selected and 
strategies employed by the fund fail to produce the intended results, the fund could underperform other funds with 
similar objectives and investment strategies. 

Risks of stock investing  Stocks generally fluctuate in value more than bonds and may decline significantly over short 
time periods. There is a chance that stock prices overall will decline because stock markets tend to move in cycles, with 
periods of rising prices and falling prices. The value of a stock in which the fund invests may decline due to general 
weakness in the stock market or because of factors that affect a company or a particular industry.  

Market capitalization risk  Investing primarily in issuers within the same market capitalization category carries the risk 
that the category may be out of favor due to current market conditions or investor sentiment. Because the fund invests 
primarily in securities issued by mid-cap companies, it is likely to be more volatile than a fund that focuses on securities 
issued by large companies. Medium-sized companies typically have less seasoned management, narrower product lines, 
and less capital reserves and liquidity than larger companies, and are therefore more sensitive to economic, market, and 
industry changes. 

Investment style risk  Different investment styles tend to shift in and out of favor, depending on market conditions and 
investor sentiment. The fund’s growth approach to investing could cause it to underperform other stock funds that 
employ a different investment style. Growth stocks tend to be more volatile than certain other types of stocks and their 
prices usually fluctuate more dramatically than the overall stock market. A stock with growth characteristics can have 
sharp price declines due to decreases in current or expected earnings and may lack dividends that can help cushion its 
share price in a declining market. 

Foreign investing risk  This is the risk that the fund’s investments in foreign securities may be adversely affected by 
political and economic conditions overseas, reduced liquidity, or decreases in foreign currency values relative to the U.S. 
dollar. 

Performance  The bar chart showing calendar year returns and the average annual total returns table indicate risk by 
illustrating how much returns can differ from one year to the next and how fund performance compares with that of a 
comparable market index. The fund’s past performance is not necessarily an indication of future performance. 

The fund can also experience short-term performance swings, as shown by the best and worst calendar quarter returns 
during the years depicted. 
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Calendar Year Returns
Mid-Cap Growth Portfolio

Best Quarter  6/30/03 19.82%

Worst Quarter  12/31/08 -25.31%

’10
’09
’08
’07

’12
’11

’06
’05
’04
’03

Quarter
Ended

Total
Return

38.39

18.34

14.74

6.64

17.52

-39.76

45.65

28.12

-1.27

13.90

-60 -45 -30 -15 0 15 30 45 60 75%

 
 

Average Annual Total Returns         
    Periods ended 

   
December 31, 2012 

   1 Year  5 Years   10 Years  

  Mid-Cap Growth Portfolio 13.90 %   4.80 %   11.52 % 

  
S&P MidCap 400 Index (reflects no deduction for fees, expenses, or 
taxes) 17.88     5.15     10.53   

  
Russell Midcap Growth Index (reflects no deduction for fees, expenses, or 
taxes) 15.81     3.23     10.32   

  Lipper Variable Annuity Underlying Mid-Cap Growth Funds Average 14.16     1.95     9.16   
                   
 
Updated performance information is available through troweprice.com or may be obtained by calling 1-800-638-8790. 

Management 

Investment Adviser  T. Rowe Price Associates, Inc. (T. Rowe Price) 

 

 Portfolio Manager 

 

Title 
Managed Fund 

Since 
Joined Investment 

 Adviser 

Brian W.H. Berghuis 
Chairman of Investment 

 Advisory Committee 1996 1985 

 
Purchase and Sale of Fund Shares 

Subject to certain exceptions, the fund is currently closed to new contract holders and new insurance company 
relationships. You should check with your insurance company to determine your eligibility to purchase shares of the 
fund, although any contract holders currently invested in the fund generally may continue to purchase fund shares of 
the fund. 

The fund is not sold directly to the general public but is instead offered as an underlying investment option for variable 
annuity or variable life insurance contracts. Although the fund does not require a minimum amount for initial or 
subsequent purchases from insurance companies, your insurance company may impose investment minimums for your 
purchases of the fund. 

You may purchase, redeem, or exchange shares of the fund on any day the New York Stock Exchange is open for 
business. You must purchase, redeem, and exchange shares through your insurance company. 
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Tax Information 
Any dividends or capital gains are declared and paid annually, usually in December. Distributions by the fund, whether 
or not you reinvest these amounts in additional fund shares, may be taxed as ordinary income or capital gains unless you 
invest through a tax-deferred account. A redemption or exchange of fund shares may be taxable.  

Payments to Insurance Companies, Broker-Dealers, and Other Financial Intermediaries 

The fund is generally available only through variable annuity or variable life insurance contracts. The fund and/or its 
related companies may make payments to a sponsoring insurance company or other financial intermediary for the sale of 
fund shares and related services. These payments may create a conflict of interest by influencing the insurance company 
or other financial intermediary to recommend the fund over another investment option or by influencing an insurance 
company to include the fund as an underlying investment option in a variable contract. The prospectus (or other 
offering document) for your variable contract may contain additional information about these payments. Ask your 
insurance company or financial intermediary, or visit your insurance company’s or financial intermediary’s website, for 
more information.  
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(Class I Shares) 
The Prudential Series Fund 

 
Conservative Balanced Portfolio 
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PRUDENTIAL SERIES FUND

CONSERVATIVE BALANCED PORTFOLIO

SUMMARY PROSPECTUS • MAY 1, 2013

Before you invest, you may want to review the Portfolio’s Prospectus, which contains more information about the Portfolio and its risks. You can
find the Portfolio’s Prospectus, Statement of Additional Information (SAI), Annual Report and other information about the Portfolio online at
www.prudential.com/variableinsuranceportfolios. You can also get this information at no cost by calling 1-800-346-3778 or by sending an e-mail to:
service@prudential.com. The Portfolio’s Prospectus and SAI, both dated May 1, 2013, as supplemented and amended from time to time, and the
Portfolio’s most recent shareholder report, dated December 31, 2012 are all hereby incorporated by reference into (legally made a part of) this
Summary Prospectus.

INVESTMENT OBJECTIVE
The investment objective of the Portfolio is total investment return consistent with a conservatively managed
diversified portfolio.

PORTFOLIO FEES AND EXPENSES
The table below shows the fees and expenses that you may pay if you invest in shares of the Portfolio. The table does not
include Contract charges. Because Contract charges are not included, the total fees and expenses that you will incur will
be higher than the fees and expenses set forth in the table. See your Contract prospectus for more information about
Contract charges.

Annual Portfolio Operating Expenses (expenses that you pay each year as a percentage of the value of your investment)
Class I Shares

Management Fees .55%

+ Distribution (12b-1) Fees None

+ Other Expenses .04%

+ Acquired Fund (Portfolio) Fees and Expenses —

= Total Annual Fund Operating Expenses .59%

Example. The following example is intended to help you compare the cost of investing in the Portfolio with the cost of
investing in other mutual funds. The table does not include Contract charges. Because Contract charges are not included,
the total fees and expenses that you will incur will be higher than the fees and expenses set forth in the example. See your
Contract prospectus for more information about Contract charges.

The example assumes that you invest $10,000 in the Portfolio for the time periods indicated and then redeem all of your
shares at the end of those periods. The example also assumes that your investment has a 5% return each year and that the
Portfolio’s operating expenses remain the same. Although your actual costs may be higher or lower, based on these
assumptions, your costs would be:

1 Year 3 Years 5 Years 10 Years
Conservative Balanced Class I Shares $60 $189 $329 $738

Portfolio Turnover. The Portfolio pays transaction costs, such as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may indicate higher transaction costs. These costs, which are not
reflected in annual portfolio operating expenses or in the example, affect the Portfolio’s performance. During the most
recent fiscal year ended December 31, the Portfolio’s turnover rate was 188% of the average value of its portfolio.

INVESTMENTS, RISKS AND PERFORMANCE
Principal Investment Strategies. The Portfolio invests in a mix of equity and equity-related securities, debt obligations and
money market instruments. Under normal market conditions the portfolio normally invests approximately 50% of its
assets in equity and equity-related securities (with a range of 15% to 75%) and approximately 50% of its assets in debt
obligations and money market instruments (with a range of 25% to 85%). The percentage of Portfolio assets in each
category is adjusted depending on the Portfolio’s expectation regarding the different markets. The Portfolio invests in
foreign securities.

The equity portion of the Portfolio is generally managed as an index fund, designed to perform similarly to the holdings of
the Standard & Poor’s 500 Composite Stock Price Index.

5SUMPROS



Principal Risks of Investing in the Portfolio. The risks identified below are the principal risks of investing in the Portfolio.
All investments have risks to some degree and it is possible that you could lose money by investing in the Portfolio. An
investment in the Portfolio is not a deposit with a bank and is not insured or guaranteed by the Federal Deposit Insurance
Corporation or any other government agency. While the Portfolio makes every effort to achieve its objectives, the Portfolio
cannot guarantee success.

Asset-Backed and/or Mortgage-Backed Securities Risk. Asset-backed and mortgage-backed securities are fixed income
securities that represent an interest in an underlying pool of assets, such as credit card receivables or, in the case of
mortgage-backed securities, mortgage loans. Like fixed income securities, asset-backed and mortgage-backed securities
are subject to interest rate risk, liquidity risk, and credit risk, which may be heightened in connection with investments in
loans to “subprime” borrowers. Certain asset-backed and mortgage-backed securities are subject to the risk that those
obligations will be repaid sooner than expected or later than expected, either of which may result in lower than expected
returns. Mortgage-backed securities, because they are backed by mortgage loans, are also subject to risks related to real
estate, and securities backed by private-issued mortgages may experience higher rates of default on the underlying
mortgages than securities backed by government-issued mortgages.

Derivatives Risk. A derivative is a financial contract, the value of which depends upon, or is derived from, the value of an
underlying asset, reference rate, or index. The use of derivatives involves a variety of risks, including the risk that: the party
on the other side of a derivative transaction will be unable to honor its financial obligation; leverage created by investing
in derivatives may result in losses to the Portfolio; derivatives may be difficult or impossible for the Portfolio to buy or sell
at an opportune time or price, and may be difficult to terminate or otherwise offset; the derivative used for hedging may
reduce or magnify losses but also may reduce or eliminate gains; and the price of commodity-linked derivatives may be
more volatile than the prices of traditional equity and debt securities.

Equity Securities Risk. The value of a particular stock or equity-related security held by the Portfolio could fluctuate,
perhaps greatly, in response to a number of factors, such as changes in the issuer’s financial condition or the value of the
equity markets or a sector of those markets. Such events may result in losses to the Portfolio.

Expense Risk. The actual cost of investing in the Portfolio may be higher than the expenses shown in the “Annual Portfolio
Operating Expenses” table above for a variety of reasons, including, for example, if the Portfolio’s average net
assets decrease.

Fixed income Securities Risk. Investment in fixed income securities involves a variety of risks, including that: an issuer or
guarantor of a security will be unable to pay obligations when due; the Portfolio may be unable to sell its securities
holdings at the price it values the security or at any price; the income generated by and the market price of a fixed income
security may decline due to a decrease in interest rates; and the price of a fixed income security may decline due to an
increase in interest rates.

Foreign investment risk. Investments in foreign securities generally involve more risk than investing in securities of
U.S. issuers. Foreign investment risk includes: Changes in currency exchange rates may affect the value of foreign
securities held by a Portfolio; securities of issuers located in emerging markets tend to have volatile prices and may be less
liquid than investments in more established markets; foreign markets generally are more volatile than U.S. markets, are
not subject to regulatory requirements comparable to those in the U.S, and are subject to differing custody and settlement
practices; foreign financial reporting standards usually differ from those in the U.S.; foreign exchanges are smaller and less
liquid than the U.S. market; political developments may adversely affect the value of the Portfolio’s foreign securities; and
foreign holdings may be subject to special taxation and limitations on repatriating investment proceeds.

Market and Management Risk. Markets in which the Portfolio invests may experience volatility and go down in value, and
possibly sharply and unpredictably. The investment techniques, risk analysis and investment strategies used by a
subadviser in making investment decisions for the Portfolio may not produce the intended or desired results.

Past Performance. The bar chart and table provide some indication of the risks of investing in the Portfolio by showing
changes in the Portfolio’s performance from year to year and by showing how the Portfolio’s average annual returns for 1,
5, and 10 years compare with those of a broad measure of market performance. Past performance does not mean that the
Portfolio will achieve similar results in the future.

The annual returns and average annual returns shown in the chart and table are after deduction of expenses and do not
include Contract charges. If Contract charges were included, the returns shown would have been lower than those shown.
Consult your Contract prospectus for information about Contract charges.



Annual Total Returns
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3rd Quarter of
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4th Quarter of
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Average Annual Total Returns (For the periods ended December 31, 2012)
1 Year 5 Years 10 Years

Conservative Balanced Class I Shares 11.23% 4.16% 6.67%

Index
S&P 500 Index (reflects no deduction for fees, expenses or taxes) 15.99% 1.66% 7.10%

Conservative Balanced Custom Blended Index (reflects no deduction for fees, expenses or taxes) 9.68% 3.70% 6.08%

MANAGEMENT OF THE PORTFOLIO
Investment Manager Subadviser Portfolio Managers Title Service Date

Prudential Investments LLC Quantitative Management Associates LLC John Moschberger, CFA Managing Director October 1990

Daniel Carlucci, CFA Vice President October 2010

Edward F. Keon Jr. Managing Director February 2009

Joel M. Kallman, CFA Senior Associate February 2009

Prudential Investment Management, Inc. Kay T. Willcox Managing Director July 1999

Malcolm Dalrymple Principal July 1999

Richard Piccirillo Principal and Portfolio
Manager

February 2013

Michael J. Collins, CFA Principal February 2013

TAX INFORMATION
Contract owners should consult their Contract prospectus for information on the federal tax consequences to them. In
addition, Contract owners may wish to consult with their own tax advisors as to the tax consequences of investments in
the Contracts and the Portfolio, including the application of state and local taxes. The Portfolio currently intends to be
treated as a partnership for federal income tax purposes. As a result, the Portfolio’s income, gains, losses, deductions, and
credits are “passed through” pro rata directly to the Participating Insurance Companies and retain the same character for
federal income tax purposes.

FINANCIAL INTERMEDIARY COMPENSATION
If you purchase your Contract through a broker-dealer or other financial intermediary (such as a bank), the Participating
Insurance Company, the Portfolio or their related companies may pay the intermediary for the sale of the Contract, the
selection of the Portfolio and related services. These payments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson to recommend the Contract over another investment or
insurance product, or to recommend the Portfolio over another investment option under the Contract. Ask your
salesperson or visit your financial intermediary’s website for more information.



By Mail: Advanced Series Trust, 100 Mulberry Street, Gateway Center Three, Newark, NJ 07102

By Telephone: 1-800-346-3778

On the Internet: www.prudential.com/variableinsuranceportfolios
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PRUDENTIAL SERIES FUND

EQUITY PORTFOLIO

SUMMARY PROSPECTUS • MAY 1, 2013

Before you invest, you may want to review the Portfolio’s Prospectus, which contains more information about the Portfolio and its risks. You can
find the Portfolio’s Prospectus, Statement of Additional Information (SAI), Annual Report and other information about the Portfolio online at
www.prudential.com/variableinsuranceportfolios. You can also get this information at no cost by calling 1-800-346-3778 or by sending an e-mail to:
service@prudential.com. The Portfolio’s Prospectus and SAI, both dated May 1, 2013, as supplemented and amended from time to time, and the
Portfolio’s most recent shareholder report, dated December 31, 2012 are all hereby incorporated by reference into (legally made a part of) this
Summary Prospectus.

INVESTMENT OBJECTIVE
The investment objective of the Portfolio is long-term growth of capital.

PORTFOLIO FEES AND EXPENSES
The table below shows the fees and expenses that you may pay if you invest in shares of the Portfolio. The table does not
include Contract charges. Because Contract charges are not included, the total fees and expenses that you will incur will
be higher than the fees and expenses set forth in the table. See your Contract prospectus for more information about
Contract charges.

Annual Portfolio Operating Expenses (expenses that you pay each year as a percentage of the value of your investment)
Class I Shares Class II Shares

Management Fees .45% .45%

+ Distribution (12b-1) Fees None .25%

+ Administration Fee None .15%

+ Other Expenses .02% .02%

+ Acquired Fund (Portfolio) Fees and Expenses — —

= Total Annual Fund Operating Expenses .47% .87%

Example. The following example is intended to help you compare the cost of investing in the Portfolio with the cost of
investing in other mutual funds. The table does not include Contract charges. Because Contract charges are not included,
the total fees and expenses that you will incur will be higher than the fees and expenses set forth in the example. See your
Contract prospectus for more information about Contract charges.

The example assumes that you invest $10,000 in the Portfolio for the time periods indicated and then redeem all of your
shares at the end of those periods. The example also assumes that your investment has a 5% return each year and that the
Portfolio’s operating expenses remain the same. Although your actual costs may be higher or lower, based on these
assumptions, your costs would be:

1 Year 3 Years 5 Years 10 Years
Equity Class I Shares $48 $151 $263 $591

Equity Class II Shares $89 $278 $482 $1,073

Portfolio Turnover. The Portfolio pays transaction costs, such as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may indicate higher transaction costs. These costs, which are not
reflected in annual portfolio operating expenses or in the example, affect the Portfolio’s performance. During the most
recent fiscal year ended December 31, the Portfolio’s turnover rate was 48% of the average value of its portfolio.

INVESTMENTS, RISKS AND PERFORMANCE
Principal Investment Strategies. The Portfolio normally invests at least 80% of its investable assets (net assets plus any
borrowings made for investment purposes) in common stock of major established companies as well as smaller
companies. The Portfolio considers major established companies to be those companies with market capitalizations
within the market capitalization range of the Russell 1000® Index (measured at the time of purchase). The Portfolio also
invests up to 30% of its total assets in foreign securities (not including American Depositary receipts and similar
instruments). The Portfolio employs a bottom-up stock selection process and invests in securities and value stocks.
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Principal Risks of Investing in the Portfolio. The risks identified below are the principal risks of investing in the Portfolio.
All investments have risks to some degree and it is possible that you could lose money by investing in the Portfolio. An
investment in the Portfolio is not a deposit with a bank and is not insured or guaranteed by the Federal Deposit Insurance
Corporation or any other government agency. While the Portfolio makes every effort to achieve its objectives, the Portfolio
cannot guarantee success.

Equity Securities Risk. The value of a particular stock or equity-related security held by the Portfolio could fluctuate,
perhaps greatly, in response to a number of factors, such as changes in the issuer’s financial condition or the value of the
equity markets or a sector of those markets. Such events may result in losses to the Portfolio.

Expense Risk. The actual cost of investing in the Portfolio may be higher than the expenses shown in the “Annual Portfolio
Operating Expenses” table above for a variety of reasons, including, for example, if the Portfolio’s average net
assets decrease.

Foreign investment risk. Investments in foreign securities generally involve more risk than investing in securities of
U.S. issuers. Foreign investment risk includes: Changes in currency exchange rates may affect the value of foreign
securities held by a Portfolio; securities of issuers located in emerging markets tend to have volatile prices and may be less
liquid than investments in more established markets; foreign markets generally are more volatile than U.S. markets, are
not subject to regulatory requirements comparable to those in the U.S, and are subject to differing custody and settlement
practices; foreign financial reporting standards usually differ from those in the U.S.; foreign exchanges are smaller and less
liquid than the U.S. market; political developments may adversely affect the value of the Portfolio’s foreign securities; and
foreign holdings may be subject to special taxation and limitations on repatriating investment proceeds.

Market and Management Risk. Markets in which the Portfolio invests may experience volatility and go down in value, and
possibly sharply and unpredictably. The investment techniques, risk analysis and investment strategies used by a
subadviser in making investment decisions for the Portfolio may not produce the intended or desired results.

Real Estate Risk. Investments in real estate investment trusts (REITs) and real estate-linked derivative instruments are
subject to risks similar to those associated with direct ownership of real estate. Poor performance by the manager of the
REIT and adverse changes to or inability to qualify with favorable tax laws will adversely affect the Portfolio. In addition,
some REITs have limited diversification because they invest in a limited number of properties, a narrow geographic area,
or a single type of property.

Past Performance. The bar chart and table provide some indication of the risks of investing in the Portfolio by showing
changes in the Portfolio’s performance from year to year and by showing how the Portfolio’s average annual returns for 1,
5, and 10 years compare with those of a broad measure of market performance. Past performance does not mean that the
Portfolio will achieve similar results in the future.

The annual returns and average annual returns shown in the chart and table are after deduction of expenses and do not
include Contract charges. If Contract charges were included, the returns shown would have been lower than those shown.
Consult your Contract prospectus for information about Contract charges.

The table also demonstrates how the Portfolio’s performance compares to the returns of the Russell 1000 Index which
includes stocks of companies with similar investment objectives.

Annual Total Returns
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Average Annual Total Returns (For the periods ended December 31, 2012)
1 Year 5 Years 10 Years

Equity Class I Shares 13.69% 0.97% 7.62%

Equity Class II Shares 13.23% 0.56% 7.19%



Index
S&P 500 Index (reflects no deduction for fees, expenses or taxes) 15.99% 1.66% 7.10%

Russell 1000 Index (reflects no deduction for fees, expenses or taxes) 16.42% 1.92% 7.52%

MANAGEMENT OF THE PORTFOLIO
Investment Manager Subadviser Portfolio Managers Title Service Date

Prudential Investments LLC Jennison Associates LLC Spiros “Sig” Segalas Director, President &
CIO

February 2005

Blair A. Boyer Managing Director January 2005

David A. Kiefer, CFA Managing Director August 2000

TAX INFORMATION
Contract owners should consult their Contract prospectus for information on the federal tax consequences to them. In
addition, Contract owners may wish to consult with their own tax advisors as to the tax consequences of investments in
the Contracts and the Portfolio, including the application of state and local taxes. The Portfolio currently intends to be
treated as a partnership for federal income tax purposes. As a result, the Portfolio’s income, gains, losses, deductions, and
credits are “passed through” pro rata directly to the Participating Insurance Companies and retain the same character for
federal income tax purposes.

FINANCIAL INTERMEDIARY COMPENSATION
If you purchase your Contract through a broker-dealer or other financial intermediary (such as a bank), the Participating
Insurance Company, the Portfolio or their related companies may pay the intermediary for the sale of the Contract, the
selection of the Portfolio and related services. These payments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson to recommend the Contract over another investment or
insurance product, or to recommend the Portfolio over another investment option under the Contract. Ask your
salesperson or visit your financial intermediary’s website for more information.



By Mail: Advanced Series Trust, 100 Mulberry Street, Gateway Center Three, Newark, NJ 07102

By Telephone: 1-800-346-3778

On the Internet: www.prudential.com/variableinsuranceportfolios
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PRUDENTIAL SERIES FUND

FLEXIBLE MANAGED PORTFOLIO

SUMMARY PROSPECTUS • MAY 1, 2013

Before you invest, you may want to review the Portfolio’s Prospectus, which contains more information about the Portfolio and its risks. You can
find the Portfolio’s Prospectus, Statement of Additional Information (SAI), Annual Report and other information about the Portfolio online at
www.prudential.com/variableinsuranceportfolios. You can also get this information at no cost by calling 1-800-346-3778 or by sending an e-mail to:
service@prudential.com. The Portfolio’s Prospectus and SAI, both dated May 1, 2013, as supplemented and amended from time to time, and the
Portfolio’s most recent shareholder report, dated December 31, 2012 are all hereby incorporated by reference into (legally made a part of) this
Summary Prospectus.

INVESTMENT OBJECTIVE
The investment objective of the Portfolio is total return consistent with an aggressively managed diversified portfolio.

PORTFOLIO FEES AND EXPENSES
The table below shows the fees and expenses that you may pay if you invest in shares of the Portfolio. The table does not
include Contract charges. Because Contract charges are not included, the total fees and expenses that you will incur will
be higher than the fees and expenses set forth in the table. See your Contract prospectus for more information about
Contract charges.

Annual Portfolio Operating Expenses (expenses that you pay each year as a percentage of the value of your investment)
Class I Shares

Management Fees .60%

+ Distribution (12b-1) Fees None

+ Other Expenses .03%

+ Acquired Fund (Portfolio) Fees and Expenses —

= Total Annual Fund Operating Expenses .63%

Example. The following example is intended to help you compare the cost of investing in the Portfolio with the cost of
investing in other mutual funds. The table does not include Contract charges. Because Contract charges are not included,
the total fees and expenses that you will incur will be higher than the fees and expenses set forth in the example. See your
Contract prospectus for more information about Contract charges.

The example assumes that you invest $10,000 in the Portfolio for the time periods indicated and then redeem all of your
shares at the end of those periods. The example also assumes that your investment has a 5% return each year and that the
Portfolio’s operating expenses remain the same. Although your actual costs may be higher or lower, based on these
assumptions, your costs would be:

1 Year 3 Years 5 Years 10 Years
Flexible Managed Class I Shares $64 $202 $351 $786

Portfolio Turnover. The Portfolio pays transaction costs, such as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may indicate higher transaction costs. These costs, which are not
reflected in annual portfolio operating expenses or in the example, affect the Portfolio’s performance. During the most
recent fiscal year ended December 31, the Portfolio’s turnover rate was 214% of the average value of its portfolio.

INVESTMENTS, RISKS AND PERFORMANCE
Principal Investment Strategies. The Portfolio invests in a mix of equity and equity-related securities, debt obligations and
money market instruments. Under normal market conditions, the Portfolio normally invest approximately 60% of its assets
in equity and equity-related securities (with a range of 25% to 100%) and approximately 40% of the its assets in debt
obligations and money market instruments (with a range of 0% to 75%). The percentage of Portfolio assets in each
category is adjusted depending on the Portfolio’s expectations regarding the different markets. The Portfolio invests in
foreign securities. A portion of the debt portion of the Portfolio may be invested in high-yield/high-risk debt securities
(commonly known as “junk bonds”).

The equity portion of the Portfolio is generally managed under an “enhanced index style.” Under this style, the portfolio
managers utilize quantitative investment models as a tool in seeking to outperform the Standard & Poor’s 500 Composite
Stock Price Index and to limit the possibility of significantly underperforming that index.
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Principal Risks of Investing in the Portfolio. The risks identified below are the principal risks of investing in the Portfolio.
All investments have risks to some degree and it is possible that you could lose money by investing in the Portfolio. An
investment in the Portfolio is not a deposit with a bank and is not insured or guaranteed by the Federal Deposit Insurance
Corporation or any other government agency. While the Portfolio makes every effort to achieve its objectives, the Portfolio
cannot guarantee success.

Asset-Backed and/or Mortgage-Backed Securities Risk. Asset-backed and mortgage-backed securities are fixed income
securities that represent an interest in an underlying pool of assets, such as credit card receivables or, in the case of
mortgage-backed securities, mortgage loans. Like fixed income securities, asset-backed and mortgage-backed securities
are subject to interest rate risk, liquidity risk, and credit risk, which may be heightened in connection with investments in
loans to “subprime” borrowers. Certain asset-backed and mortgage-backed securities are subject to the risk that those
obligations will be repaid sooner than expected or later than expected, either of which may result in lower than expected
returns. Mortgage-backed securities, because they are backed by mortgage loans, are also subject to risks related to real
estate, and securities backed by private-issued mortgages may experience higher rates of default on the underlying
mortgages than securities backed by government-issued mortgages.

Derivatives Risk. A derivative is a financial contract, the value of which depends upon, or is derived from, the value of an
underlying asset, reference rate, or index. The use of derivatives involves a variety of risks, including the risk that: the party
on the other side of a derivative transaction will be unable to honor its financial obligation; leverage created by investing
in derivatives may result in losses to the Portfolio; derivatives may be difficult or impossible for the Portfolio to buy or sell
at an opportune time or price, and may be difficult to terminate or otherwise offset; the derivative used for hedging may
reduce or magnify losses but also may reduce or eliminate gains; and the price of commodity-linked derivatives may be
more volatile than the prices of traditional equity and debt securities.

Equity Securities Risk. The value of a particular stock or equity-related security held by the Portfolio could fluctuate,
perhaps greatly, in response to a number of factors, such as changes in the issuer’s financial condition or the value of the
equity markets or a sector of those markets. Such events may result in losses to the Portfolio.

Expense Risk. The actual cost of investing in the Portfolio may be higher than the expenses shown in the “Annual Portfolio
Operating Expenses” table above for a variety of reasons, including, for example, if the Portfolio’s average net
assets decrease.

Fixed income Securities Risk. Investment in fixed income securities involves a variety of risks, including that: an issuer or
guarantor of a security will be unable to pay obligations when due; the Portfolio may be unable to sell its securities
holdings at the price it values the security or at any price; the income generated by and the market price of a fixed income
security may decline due to a decrease in interest rates; and the price of a fixed income security may decline due to an
increase in interest rates.

Foreign investment risk. Investments in foreign securities generally involve more risk than investing in securities of
U.S. issuers. Foreign investment risk includes: Changes in currency exchange rates may affect the value of foreign
securities held by a Portfolio; securities of issuers located in emerging markets tend to have volatile prices and may be less
liquid than investments in more established markets; foreign markets generally are more volatile than U.S. markets, are
not subject to regulatory requirements comparable to those in the U.S, and are subject to differing custody and settlement
practices; foreign financial reporting standards usually differ from those in the U.S.; foreign exchanges are smaller and less
liquid than the U.S. market; political developments may adversely affect the value of the Portfolio’s foreign securities; and
foreign holdings may be subject to special taxation and limitations on repatriating investment proceeds.

High-Yield Risk. Investments in fixed income securities rated below investment grade and unrated securities of similar
credit quality (i.e., high yield securities or junk bonds) may be more sensitive to interest rate, credit and liquidity risks than
investments in investment grade securities, and have predominantly speculative characteristics.

Market and Management Risk. Markets in which the Portfolio invests may experience volatility and go down in value, and
possibly sharply and unpredictably. The investment techniques, risk analysis and investment strategies used by a
subadviser in making investment decisions for the Portfolio may not produce the intended or desired results.

Model Design and Implementation Risks. The design of QMA’s underlying models may be flawed or incomplete. These
models are based on historical and theoretical underpinnings that QMA believes are sound, but there is no guarantee that
these underpinnings will correlate with security price behavior in the manner assumed by the models or that the
quantitative techniques that underlie QMA’s portfolio construction processes will fully anticipate important risks. In
addition, it is impossible to eliminate completely the risk of error in the implementation of the models that guide QMA’s
quantitative investment processes, and it may be difficult to implement model recommendations in volatile and rapidly
changing market conditions.



Past Performance. The bar chart and table provide some indication of the risks of investing in the Portfolio by showing
changes in the Portfolio’s performance from year to year and by showing how the Portfolio’s average annual returns for 1,
5, and 10 years compare with those of a broad measure of market performance. Past performance does not mean that the
Portfolio will achieve similar results in the future.

The annual returns and average annual returns shown in the chart and table are after deduction of expenses and do not
include Contract charges. If Contract charges were included, the returns shown would have been lower than those shown.
Consult your Contract prospectus for information about Contract charges.

The table also demonstrates how the Portfolio’s performance compares to the returns of a custom blended stock index
which includes stocks of companies with similar investment objectives. The manager composed the custom blended index
to consist of the S&P 500 Index (60%), the Barclays Aggregate Bond Index (35%) and the 3-Month T-Bill Index (5%). The
Portfolio’s investment manager determined the weight of each index comprising the blended index.

Annual Total Returns (Class I Shares)
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Average Annual Total Returns (For the periods ended December 31, 2012)
1 Year 5 Years 10 Years

Flexible Managed Class I Shares 13.37% 3.63% 7.37%

Index
S&P 500 Index (reflects no deduction for fees, expenses or taxes) 15.99% 1.66% 7.10%

Flexible Managed Custom Blended Index (reflects no deduction for fees, expenses or taxes) 11.07% 3.53% 6.44%

MANAGEMENT OF THE PORTFOLIO
Investment Manager Subadviser Portfolio Managers Title Service Date

Prudential Investments LLC Quantitative Management Associates LLC Edward F. Keon Jr. Managing Director February 2009

Joel M. Kallman, CFA Senior Associate February 2009

Stacie L. Mintz Principal August 2006

Prudential Investment Management, Inc. Kay T. Willcox Managing Director July 1999

Malcolm Dalrymple Principal July 1999

Richard Piccirillo Principal and Portfolio
Manager

February 2013

Michael J. Collins, CFA Principal February 2013

TAX INFORMATION
Contract owners should consult their Contract prospectus for information on the federal tax consequences to them. In
addition, Contract owners may wish to consult with their own tax advisors as to the tax consequences of investments in
the Contracts and the Portfolio, including the application of state and local taxes. The Portfolio currently intends to be
treated as a partnership for federal income tax purposes. As a result, the Portfolio’s income, gains, losses, deductions, and
credits are “passed through” pro rata directly to the Participating Insurance Companies and retain the same character for
federal income tax purposes.

FINANCIAL INTERMEDIARY COMPENSATION
If you purchase your Contract through a broker-dealer or other financial intermediary (such as a bank), the Participating
Insurance Company, the Portfolio or their related companies may pay the intermediary for the sale of the Contract, the
selection of the Portfolio and related services. These payments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson to recommend the Contract over another investment or
insurance product, or to recommend the Portfolio over another investment option under the Contract. Ask your



salesperson or visit your financial intermediary’s website for more information.

By Mail: Advanced Series Trust, 100 Mulberry Street, Gateway Center Three, Newark, NJ 07102

By Telephone: 1-800-346-3778

On the Internet: www.prudential.com/variableinsuranceportfolios
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PRUDENTIAL SERIES FUND

JENNISON PORTFOLIO

SUMMARY PROSPECTUS • MAY 1, 2013

Before you invest, you may want to review the Portfolio’s Prospectus, which contains more information about the Portfolio and its risks. You can
find the Portfolio’s Prospectus, Statement of Additional Information (SAI), Annual Report and other information about the Portfolio online at
www.prudential.com/variableinsuranceportfolios. You can also get this information at no cost by calling 1-800-346-3778 or by sending an e-mail to:
service@prudential.com. The Portfolio’s Prospectus and SAI, both dated May 1, 2013, as supplemented and amended from time to time, and the
Portfolio’s most recent shareholder report, dated December 31, 2012 are all hereby incorporated by reference into (legally made a part of) this
Summary Prospectus.

INVESTMENT OBJECTIVE
The investment objective of the Portfolio is long-term growth of capital.

PORTFOLIO FEES AND EXPENSES
The table below shows the fees and expenses that you may pay if you invest in shares of the Portfolio. The table does not
include Contract charges. Because Contract charges are not included, the total fees and expenses that you will incur will
be higher than the fees and expenses set forth in the table. See your Contract prospectus for more information about
Contract charges.

Annual Portfolio Operating Expenses (expenses that you pay each year as a percentage of the value of your investment)
Class I Shares Class II Shares

Management Fees .60% .60%

+ Distribution (12b-1) Fees None .25%

+ Administration Fees None .15%

+ Other Expenses .03% .03%

+ Acquired Fund (Portfolio) Fees and Expenses — —

= Total Annual Fund Operating Expenses .63% 1.03%

Example. The following example is intended to help you compare the cost of investing in the Portfolio with the cost of
investing in other mutual funds. The table does not include Contract charges. Because Contract charges are not included,
the total fees and expenses that you will incur will be higher than the fees and expenses set forth in the example. See your
Contract prospectus for more information about Contract charges.

The example assumes that you invest $10,000 in the Portfolio for the time periods indicated and then redeem all of your
shares at the end of those periods. The example also assumes that your investment has a 5% return each year and that the
Portfolio’s operating expenses remain the same. Although your actual costs may be higher or lower, based on these
assumptions, your costs would be:

1 Year 3 Years 5 Years 10 Years
Jennison Class I Shares $64 $202 $351 $786

Jennison Class II Shares $105 $328 $569 $1,259

Portfolio Turnover. The Portfolio pays transaction costs, such as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may indicate higher transaction costs. These costs, which are not
reflected in annual portfolio operating expenses or in the example, affect the Portfolio’s performance. During the most
recent fiscal year ended December 31, the Portfolio’s turnover rate was 45% of the average value of its portfolio.

INVESTMENTS, RISKS AND PERFORMANCE
Principal Investment Strategies. The Portfolio normally invests at least 65% of its total assets in equity and equity-related
securities of companies that exceed $1 billion in market capitalization at the time of investment and that the Portfolio
believes have above-average growth prospects. The Portfolio selects stocks on a company-by-company basis using
fundamental analysis and look for companies with some or all of the following: high sales growth, high unit growth, high
or improving returns on assets and equity and a strong balance sheet. Often a company selected by the Portfolio has a
defendable competitive position, enduring business franchise, differentiated product or service and/or proven
management team. The Portfolio invests up to 30% of its assets in foreign securities.

18SUMPROS



Principal Risks of Investing in the Portfolio. The risks identified below are the principal risks of investing in the Portfolio.
All investments have risks to some degree and it is possible that you could lose money by investing in the Portfolio. An
investment in the Portfolio is not a deposit with a bank and is not insured or guaranteed by the Federal Deposit Insurance
Corporation or any other government agency. While the Portfolio makes every effort to achieve its objectives, the Portfolio
cannot guarantee success.

Derivatives Risk. A derivative is a financial contract, the value of which depends upon, or is derived from, the value of an
underlying asset, reference rate, or index. The use of derivatives involves a variety of risks, including the risk that: the party
on the other side of a derivative transaction will be unable to honor its financial obligation; leverage created by investing
in derivatives may result in losses to the Portfolio; derivatives may be difficult or impossible for the Portfolio to buy or sell
at an opportune time or price, and may be difficult to terminate or otherwise offset; the derivative used for hedging may
reduce or magnify losses but also may reduce or eliminate gains; and the price of commodity-linked derivatives may be
more volatile than the prices of traditional equity and debt securities.

Equity Securities Risk. The value of a particular stock or equity-related security held by the Portfolio could fluctuate,
perhaps greatly, in response to a number of factors, such as changes in the issuer’s financial condition or the value of the
equity markets or a sector of those markets. Such events may result in losses to the Portfolio.

Expense Risk. The actual cost of investing in the Portfolio may be higher than the expenses shown in the “Annual Portfolio
Operating Expenses” table above for a variety of reasons, including, for example, if the Portfolio’s average net
assets decrease.

Foreign investment risk. Investments in foreign securities generally involve more risk than investing in securities of
U.S. issuers. Foreign investment risk includes: Changes in currency exchange rates may affect the value of foreign
securities held by a Portfolio; securities of issuers located in emerging markets tend to have volatile prices and may be less
liquid than investments in more established markets; foreign markets generally are more volatile than U.S. markets, are
not subject to regulatory requirements comparable to those in the U.S, and are subject to differing custody and settlement
practices; foreign financial reporting standards usually differ from those in the U.S.; foreign exchanges are smaller and less
liquid than the U.S. market; political developments may adversely affect the value of the Portfolio’s foreign securities; and
foreign holdings may be subject to special taxation and limitations on repatriating investment proceeds.

Investment Style Risk. Securities of a particular investment style, such as growth or value, tend to perform differently (i.e.,
better or worse than other segments of, or the overall, stock market) depending on market and economic conditions.

Market and Management Risk. Markets in which the Portfolio invests may experience volatility and go down in value, and
possibly sharply and unpredictably. The investment techniques, risk analysis and investment strategies used by a
subadviser in making investment decisions for the Portfolio may not produce the intended or desired results.

Past Performance. The bar chart and table provide some indication of the risks of investing in the Portfolio by showing
changes in the Portfolio’s performance from year to year and by showing how the Portfolio’s average annual returns for 1,
5, and 10 years compare with those of a broad measure of market performance. Past performance does not mean that the
Portfolio will achieve similar results in the future.

The annual returns and average annual returns shown in the chart and table are after deduction of expenses and do not
include Contract charges. If Contract charges were included, the returns shown would have been lower than those shown.
Consult your Contract prospectus for information about Contract charges.

The table also demonstrates how the Portfolio’s performance compares to the returns of the Russell 1000 Growth Index
which includes stocks of companies with similar investment objectives.

Annual Total Returns (Class I Shares)
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Average Annual Total Returns (For the periods ended December 31, 2012)
1 Year 5 Years 10 Years

Jennison Class I Shares 16.18% 3.20% 8.12%

Jennison Class II Shares 15.73% 2.79% 7.67%

Index
S&P 500 Index (reflects no deduction for fees, expenses or taxes) 15.99% 1.66% 7.10%

Russell 1000 Growth Index (reflects no deduction for fees, expenses or taxes) 15.26% 3.12% 7.52%

MANAGEMENT OF THE PORTFOLIO
Investment Manager Subadviser Portfolio Managers Title Service Date

Prudential Investments LLC Jennison Associates LLC Michael A. Del Balso Managing Director April 2000

Spiros “Sig” Segalas Director, President &
CIO

February 1999

Kathleen A.
McCarragher

Director & Managing
Director

February 1999

TAX INFORMATION
Contract owners should consult their Contract prospectus for information on the federal tax consequences to them. In
addition, Contract owners may wish to consult with their own tax advisors as to the tax consequences of investments in
the Contracts and the Portfolio, including the application of state and local taxes. The Portfolio currently intends to be
treated as a partnership for federal income tax purposes. As a result, the Portfolio’s income, gains, losses, deductions, and
credits are “passed through” pro rata directly to the Participating Insurance Companies and retain the same character for
federal income tax purposes.

FINANCIAL INTERMEDIARY COMPENSATION
If you purchase your Contract through a broker-dealer or other financial intermediary (such as a bank), the Participating
Insurance Company, the Portfolio or their related companies may pay the intermediary for the sale of the Contract, the
selection of the Portfolio and related services. These payments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson to recommend the Contract over another investment or
insurance product, or to recommend the Portfolio over another investment option under the Contract. Ask your
salesperson or visit your financial intermediary’s website for more information.



By Mail: Advanced Series Trust, 100 Mulberry Street, Gateway Center Three, Newark, NJ 07102

By Telephone: 1-800-346-3778

On the Internet: www.prudential.com/variableinsuranceportfolios
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PRUDENTIAL SERIES FUND

MONEY MARKET PORTFOLIO

SUMMARY PROSPECTUS • MAY 1, 2013

Before you invest, you may want to review the Portfolio’s Prospectus, which contains more information about the Portfolio and its risks. You can
find the Portfolio’s Prospectus, Statement of Additional Information (SAI), Annual Report and other information about the Portfolio online at
www.prudential.com/variableinsuranceportfolios. You can also get this information at no cost by calling 1-800-346-3778 or by sending an e-mail to:
service@prudential.com. The Portfolio’s Prospectus and SAI, both dated May 1, 2013, as supplemented and amended from time to time, and the
Portfolio’s most recent shareholder report, dated December 31, 2012 are all hereby incorporated by reference into (legally made a part of) this
Summary Prospectus.

INVESTMENT OBJECTIVE
The investment objective of the Portfolio is maximum current income that is consistent with the stability of capital and the
maintenance of liquidity.

PORTFOLIO FEES AND EXPENSES
The table below shows the fees and expenses that you may pay if you invest in shares of the Portfolio. The table does not
include Contract charges. Because Contract charges are not included, the total fees and expenses that you will incur will
be higher than the fees and expenses set forth in the table. See your Contract prospectus for more information about
Contract charges.

Annual Portfolio Operating Expenses (expenses that you pay each year as a percentage of the value of your investment)
Class I Shares

Management Fees .40%

+ Distribution (12b-1) Fees None

+ Other Expenses .04%

+ Acquired Portfolio Fees and Expenses —

= Total Annual Portfolio Operating Expenses .44%

Example. The following example is intended to help you compare the cost of investing in the Portfolio with the cost of
investing in other mutual funds. The table does not include Contract charges. Because Contract charges are not included,
the total fees and expenses that you will incur will be higher than the fees and expenses set forth in the example. See your
Contract prospectus for more information about Contract charges.

The example assumes that you invest $10,000 in the Portfolio for the time periods indicated and then redeem all of your
shares at the end of those periods. The example also assumes that your investment has a 5% return each year and that the
Portfolio’s operating expenses remain the same. Although your actual costs may be higher or lower, based on these
assumptions, your costs would be:

1 Year 3 Years 5 Years 10 Years
Money Market Class I Shares $45 $141 $246 $555

INVESTMENTS, RISKS AND PERFORMANCE
Principal Investment Strategies. The Portfolio invests in high-quality, short-term money market instruments issued by the
U.S. Government or its agencies and instrumentalities which include direct obligations issued by the U.S. Treasury and
obligations of certain entities that may be chartered or sponsored by acts of Congress, such as the Government National
Mortgage Association (GNMA), the Farmers Home Administration, the Export-Import Bank and the Small Business
Administration. The Fund may also invest in obligations issued by other U.S. Government entities that may be chartered or
sponsored by Acts of Congress, but which are not backed by the full faith and credit of the United States and obligations
issued by foreign banks, companies or foreign governments. The Portfolio will invest only in instruments with a remaining
maturity of 397 days or less, and which are denominated in U.S. dollars.

Principal Risks of Investing in the Portfolio. The risks identified below are the principal risks of investing in the Portfolio.
Although the Portfolio seeks to maintain a net asset value of $10 per share, it is possible to lose money by investing in
the Portfolio. All investments have risks to some degree. An investment in the Portfolio is not a deposit with a bank and is
not insured or guaranteed by the Federal Deposit Insurance Corporation or any other government agency. While the
Portfolio makes every effort to achieve its objective, it can’t guarantee success.

1SUMPROS



Asset-Backed and/or Mortgage-Backed Securities Risk. Asset-backed and mortgage-backed securities are fixed income
securities that represent an interest in an underlying pool of assets, such as credit card receivables or, in the case of
mortgage-backed securities, mortgage loans. Like fixed income securities, asset-backed and mortgage-backed securities
are subject to interest rate risk, liquidity risk, and credit risk, which may be heightened in connection with investments in
loans to “subprime” borrowers. Certain asset-backed and mortgage-backed securities are subject to the risk that those
obligations will be repaid sooner than expected or later than expected, either of which may result in lower than expected
returns. Mortgage-backed securities, because they are backed by mortgage loans, are also subject to risks related to real
estate, and securities backed by private-issued mortgages may experience higher rates of default on the underlying
mortgages than securities backed by government-issued mortgages.

Fixed income Securities Risk. Investment in fixed income securities involves a variety of risks, including that: an issuer or
guarantor of a security will be unable to pay obligations when due; the Portfolio may be unable to sell its securities
holdings at the price it values the security or at any price; the income generated by and the market price of a fixed income
security may decline due to a decrease in interest rates; and the price of a fixed income security may decline due to an
increase in interest rates.

Market and Management Risk. Markets in which the Portfolio invests may experience volatility and go down in value, and
possibly sharply and unpredictably. The investment techniques, risk analysis and investment strategies used by a
subadviser in making investment decisions for the Portfolio may not produce the intended or desired results.

Past Performance. The bar chart and table provide some indication of the risks of investing in the Portfolio by showing
changes in the Portfolio’s performance from year to year and by showing how the Portfolio’s average annual returns for 1,
5, and 10 years compare with those of a broad measure of market performance. Past performance does not mean that the
Portfolio will achieve similar results in the future.

The annual returns and average annual returns shown in the chart and table are after deduction of expenses and do not
include Contract charges. If Contract charges were included, the returns shown would have been lower than those shown.
Consult your Contract prospectus for information about Contract charges.

Annual Total Returns (Class I Shares)
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Average Annual Total Returns (For the periods ended December 31, 2012)
1 Year 5 Years 10 Years

Money Market Class I Shares 0.01% 0.62% 1.75%

Index
Lipper Variable Insurance Products (VIP) Money Market Funds Average (reflects no deduction for fees or taxes) -0.03% 0.47% 1.58%

7-Day Yield (as of 12/31/12)
PSF Money Market Portfolio 0.00%

iMoneyNet’s Prime Retail Universe 0.01%

MANAGEMENT OF THE PORTFOLIO
Investment Manager Subadviser

Prudential Investments LLC Prudential Investment Management, Inc.

TAX INFORMATION
Contract owners should consult their Contract prospectus for information on the federal tax consequences to them. In
addition, Contract owners may wish to consult with their own tax advisors as to the tax consequences of investments in
the Contracts and the Portfolio, including the application of state and local taxes. The Portfolio currently intends to be
treated as a partnership for federal income tax purposes. As a result, the Portfolio’s income, gains, losses, deductions, and



credits are “passed through” pro rata directly to the Participating Insurance Companies and retain the same character for
federal income tax purposes.

FINANCIAL INTERMEDIARY COMPENSATION
If you purchase your Contract through a broker-dealer or other financial intermediary (such as a bank), the Participating
Insurance Company, the Portfolio or their related companies may pay the intermediary for the sale of the Contract, the
selection of the Portfolio and related services. These payments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson to recommend the Contract over another investment or
insurance product, or to recommend the Portfolio over another investment option under the Contract. Ask your
salesperson or visit your financial intermediary’s website for more information.



By Mail: Advanced Series Trust, 100 Mulberry Street, Gateway Center Three, Newark, NJ 07102

By Telephone: 1-800-346-3778

On the Internet: www.prudential.com/variableinsuranceportfolios
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ADVANCED SERIES TRUST 
AST Advanced Strategies Portfolio 
AST International Growth Portfolio 

AST Marsico Capital Growth Portfolio  
AST BlackRock Value Portfolio 
AST AQR Large-Cap Portfolio 

AST ClearBridge Dividend Growth Portfolio 
AST First Trust Balanced Target Portfolio 

AST Goldman Sachs Mid-Cap Growth Portfolio 
AST Goldman Sachs Multi-Asset Portfolio 
AST Jennison Large-Cap Value Portfolio 
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Supplement dated June 28, 2013 to the 

Summary Prospectuses and Prospectus of Advanced Series Trust, dated April 29, 2013  
 

 
PRUDENTIAL SERIES FUND 
SP International Growth Portfolio 

Global Portfolio 
Natural Resources 

Small Capitalization Stock Portfolio 
Value Portfolio 

 
Supplement dated June 28, 2013 to the  

Summary Prospectuses and Prospectus of Prudential Series Fund, each dated May 1, 2013 
 

This supplement should be read in conjunction with your Advanced Series Trust (“AST”) and Prudential Series Fund (“PSF”) 
prospectuses and summary prospectuses, and should be retained for future reference.  The Portfolios discussed in this supplement may 
not be available under your variable contract. For more information about the portfolios available under your variable contract, please 
refer to your contract prospectus.  Defined terms used herein and not otherwise defined herein shall have the meanings given to them 
in the Prospectuses.  
 
A. AST Advanced Strategies Portfolio:  New Subadvisory Arrangements. 

The Board of Trustees of AST approved replacing Marsico Capital Management, LLC (Marsico) as sole subadviser to the large-cap 
growth segment of the AST Advanced Strategies Portfolio with Brown Advisory, LLC (Brown Advisory) and Loomis, Sayles & 
Company, L.P. (Loomis Sayles).  This change is effective on June 17, 2013. 

To reflect these changes, the AST Prospectus for the AST Advanced Strategies Portfolio and the AST Advanced Strategies Portfolio 
Summary Prospectus are revised as follows: 
 

I. All references to Marsico are hereby deleted. 
 

II. The following information replaces the information relating to Marsico in the table in the “Management of the Portfolio” 
section of the Summary Section of the Prospectus and the Summary Prospectus for the AST Advanced Strategies 
Portfolio:  

 
Investment 
Managers 

Subadvisers Portfolio 
Managers 

Title Service Date 

Prudential 
Investments LLC 

Brown Advisory, 
LLC 

Kenneth M. 
Stuzin, CFA 

Partner June 2013 

AST Investment 
Services, Inc. 

Loomis, Sayles & 
Company, L.P. 

Aziz 
Hamzaogullari 

Vice President June 2013 
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III. The following information replaces the information relating to Marsico in the table in the “More Detailed Information on 

How the Portfolios Invest – AST Advanced Strategies Portfolio” section of the Prospectus: 
 
Investment 
Category 

Investment Sub-
Category 

Traditional or 
Non- 
Traditional 

Subadviser or 
Underlying 
Trust Portfolio 

Approximate 
Allocation of 
Portfolio Assets 

US Large-Cap 
Growth 

N/A Traditional Brown Advisory, 
LLC 

7.95% 

US Large-Cap 
Growth 

N/A Traditional Loomis, Sayles & 
Company, L.P. 

7.95% 

  
IV. The section of the Prospectus entitled “More Detailed Information on How the Portfolios Invest – AST Advanced 

Strategies Portfolio – Description of Traditional Investment Categories and Sub-categories – US Large-Cap Growth 
(Marsico)” is hereby deleted and replaced with the following: 
 

US Large-Cap Growth (Brown Advisory, LLC). The large-cap growth equity strategy of Brown Advisory, LLC (Brown Advisory) is a 
concentrated portfolio typically comprising 30-35 securities. The strategy’s investment process is based on fundamental bottom-up 
research. Brown Advisory seeks to own strong businesses that it believes have the potential to grow their earnings per share over 14% 
on an annual basis through a full market cycle. Brown Advisory seeks to optimize the portfolio around the upside potential/downside 
risk of each holding, and allocate capital to those securities with the best risk versus reward profile.  

US Large-Cap Growth (Loomis, Sayles & Company, L.P.). Loomis, Sayles & Company, L.P. (Loomis Sayles) employs a growth style 
of equity management that seeks to emphasize companies with sustainable competitive advantages, secular long-term cash flow 
growth returns on invested capital above their cost of capital and the ability to manage for profitable growth that can create long-term 
value for shareholders. Loomis Sayles aims to invest in companies when they trade at a significant discount to the estimate of intrinsic 
value. Loomis Sayles will consider selling a portfolio investment when it believes the issuer’s investment fundamentals are beginning 
to deteriorate, when the investment no longer appears consistent with its investment methodology, to meet redemptions, in order to 
take advantage of more attractive investment opportunities, or for other investment reasons which Loomis Sayles may deem 
appropriate. Loomis Sayles will typically hold between 30-40 stocks.   

V. The section of the Prospectus entitled “How the Fund is Managed – Investment Subadvisers – Marsico Capital 
Management, LLC (Marsico)” is hereby deleted and replaced with the following: 
 

Loomis, Sayles & Company, L.P. (Loomis Sayles) Loomis Sayles, a registered investment adviser, is located at One Financial 
Center, Boston, Massachusetts 02111. Loomis Sayles is owned by Natixis Global Asset Management, L.P. (Natixis US). Natixis US is 
part of Natixis Global Asset Management, an international asset management group based in Paris, France, that is in turn owned by 
Natixis, a French investment banking and financial services firm. Natixis is principally owned by BPCE, France’s second largest 
banking group. BPCE is owned by banks comprising two autonomous and complementary retail banking networks consisting of the 
Caisse d’Epargne regional savings banks and the Banque Populaire regional cooperative banks. As of March 31, 2013, Loomis Sayles 
had approximately $191 billion in assets under management. 

VI. The section of the Prospectus entitled “How the Fund is Managed – Portfolio Managers – AST Advanced Strategies 
Portfolio – Marsico Segment” is hereby deleted and replaced with the following: 
 

Brown Advisory Segment. Kenneth M. Stuzin, CFA. Mr. Stuzin is a Partner at Brown Advisory and is responsible for managing the 
Brown Advisory Large-Cap Growth Strategy. Prior to joining Brown Advisory in 1996, he was a Vice President and Portfolio 
Manager at J.P. Morgan Investment Management in Los Angeles, where he was a U.S. Large-Cap Portfolio Manager. Prior to this 
position, Mr. Stuzin was a quantitative portfolio strategist in New York, where he advised clients on capital market issues and 
strategic asset allocation decisions. Mr. Stuzin is a graduate of Columbia University, receiving a B.A. in 1986, followed by an M.B.A. 
from the University in 1993. Mr. Stuzin was hired to manage Brown Advisory’s U.S. Large-Cap Growth Equity strategy and to build 
upon and grow the investment process into what it is today. 
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Loomis Sayles Segment. Aziz Hamzaogullari. Mr. Hamzaogullari is a vice president of Loomis Sayles and portfolio manager of the 
Loomis Sayles Large Cap Growth and All Cap Growth investment strategies, including the Loomis Sayles Growth Fund and the 
Natixis Actions U.S. Growth Fund (FCP). Mr. Hamzaogullari joined Loomis Sayles in 2010 from Evergreen Investments where he 
was the senior portfolio manager of the Evergreen Omega and Large Company Growth funds. He joined Evergreen in 2001, was 
promoted to director of research in 2003 and portfolio manager in 2006. He was head of Evergreen's Berkeley Street Growth Equity 
team and was the founder of the research and investment process. Prior to Evergreen, Mr. Hamzaogullari was a senior equity analyst 
and portfolio manager with Manning & Napier Advisors. He has 19 years of investment industry experience. Mr. Hamzaogullari 
received a BS from Bilkent University in Turkey, and an MBA from George Washington University. 

 

B.  AST International Growth Portfolio: New Subadvisory Arrangements. 

The Board of Trustees of AST approved replacing Marsico Capital Management, LLC as a subadviser to the AST International 
Growth Portfolio with Neuberger Berman Management LLC (Neuberger Berman). This change is effective on June 17, 2013. 

To reflect these changes, the AST Prospectus for the AST International Growth Portfolio and the AST International Growth Portfolio 
Summary Prospectus are revised as follows: 
 

I. All references to Marsico are hereby deleted. 

II. The following information replaces the information relating to Marsico in the table in the “Management of the Portfolio” 
section of the Summary Section of the Prospectus and the Summary Prospectus for the AST International Growth 
Portfolio:  
 
Investment 
Managers 

Subadvisers Portfolio 
Managers 

Title Service Date 

Prudential 
Investments LLC 

Neuberger 
Berman 
Management LLC 

Benjamin Segal, 
CFA 

Managing 
Director 

June 2013 

AST Investment 
Services, Inc. 

    

 
III. The section of the Prospectus entitled “More Detailed Information on How the Portfolios Invest – AST International 

Growth Portfolio – Principal Investment Policies - Marsico” is hereby deleted and replaced with the following: 
 

Neuberger Berman. In picking stocks, Neuberger Berman looks for what it believes to be well-managed and profitable companies 
that show growth potential and whose stock prices are undervalued. Factors in identifying these firms may include strong 
fundamentals, such as attractive cash flows and balance sheets, as well as prices that are reasonable in light of projected returns. 
Neuberger Berman also considers the outlooks for various countries and sectors around the world, examining economic, market, 
social, and political conditions. Neuberger Berman follows a disciplined selling strategy and may sell a stock when it reaches a target 
price, if a company’s business fails to perform as expected, or when other opportunities appear more attractive. 

IV. The section of the Prospectus entitled “How the Fund is Managed – Portfolio Managers – AST International Growth 
Portfolio – Marsico Segment” is hereby deleted and replaced with the following: 
 

Neuberger Berman Segment.  Benjamin Segal, CFA. Mr. Segal, Managing Director, joined Neuberger Berman in 1998. Mr. Segal is 
a Portfolio Manager for Neuberger Berman’s Institutional and Mutual Fund Global Equity team. Mr. Segal joined the firm from 
Invesco GT Global, where he was an assistant portfolio manager in global equities. Prior to that, he was a management consultant with 
Bain & Company. He also served as an investment analyst for both Lehman Brothers Asia and Wardley James Capel.  Mr. Segal 
earned a BA from Jesus College, Cambridge University, an MA from the University of Pennsylvania, and an MBA from the 
University of Pennsylvania’s Wharton School of Business. Mr. Segal has been awarded the Chartered Financial Analyst designation. 
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C.   AST Marsico Capital Growth Portfolio:  New Subadvisory Arrangements and Name Change. 
 
The Board of Trustees of AST approved (i) replacing Marsico as a subadviser to the AST Marsico Capital Growth Portfolio with 
Loomis Sayles and (ii) changing the name of the AST Marsico Capital Growth Portfolio to the AST Loomis Sayles Large-Cap Growth 
Portfolio. These changes are effective on or about July 15, 2013.  

To reflect these changes, the AST Prospectus for the AST Marsico Capital Growth Portfolio and the AST Marsico Capital Growth 
Portfolio Summary Prospectus are revised as follows: 
 

I. All references to Marsico are hereby deleted. 
 

II. The description of the Principal Investment Strategies in the “Investments, Risks and Performance” section of the 
Summary Section of the Prospectus and the Summary Prospectus for the AST Marsico Capital Growth Portfolio is 
hereby deleted and replaced with the following: 

 
The Portfolio invests primarily in the common stocks of large companies that are selected for their growth potential.  Large companies 
are defined as those companies within the market capitalization range of the Russell 1000® Growth Index.  The Portfolio will normally 
hold a core position of between 30 and 40 common stocks. The Portfolio may hold a limited number of additional common stocks at 
times when the portfolio manager is accumulating new positions, phasing out and replacing existing positions, or responding to 
exceptional market conditions.   

III. The following information replaces the information relating to Marsico in the “Management of the Portfolio” section of 
the Summary Section of the Prospectus and the Summary Prospectus for the AST Marsico Capital Growth Portfolio:  
 
Investment 
Managers 

Subadvisers Portfolio 
Managers 

Title Service Date 

Prudential 
Investments LLC 

Loomis, Sayles & 
Company, L.P. 

Aziz 
Hamzaogullari 

Vice President July 2013 

AST Investment 
Services, Inc. 

    

 
IV. The section of the Prospectus entitled “More Detailed Information on How the Portfolios Invest – AST Marsico Capital 

Growth Portfolio” is hereby deleted and replaced with the following: 
 

AST Loomis Sayles Large-Cap Growth Portfolio 

Investment Objective: capital growth. Income is not an investment objective and any income realized on the Portfolio’s 
investments, therefore, will be incidental to the Portfolio’s objective. 

Principal Investment Policies:  

The Portfolio invests primarily in the common stocks of large companies that are selected for their growth potential.  Large companies 
are defined as those companies within the market capitalization range of the Russell 1000® Growth Index.  The Portfolio will normally 
hold a core position of between 30 and 40 common stocks. The Portfolio may hold a limited number of additional common stocks at 
times when the portfolio manager is accumulating new positions, phasing out and replacing existing positions, or responding to 
exceptional market conditions.    

Loomis Sayles employs a growth style of equity management that seeks to emphasize companies with sustainable competitive 
advantages, secular long-term cash flow growth returns on invested capital above their cost of capital and the ability to manage for 
profitable growth that can create long-term value for shareholders. Loomis Sayles aims to invest in companies when they trade at a 
significant discount to the estimate of intrinsic value. Loomis Sayles will consider selling a portfolio investment when it believes the 
issuer’s investment fundamentals are beginning to deteriorate, when the investment no longer appears consistent with its investment 
methodology, to meet redemptions, in order to take advantage of more attractive investment opportunities, or for other investment 
reasons which it may deem appropriate. The portfolio typically is comprised of 30-40 stocks.  
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V. The section of the Prospectus entitled “How the Fund is Managed – Investment Subadvisers – Marsico Capital 

Management, LLC (Marsico)”  hereby deleted and replaced with the following: 
 

Loomis, Sayles & Company, L.P. (Loomis Sayles) Loomis Sayles, a registered investment adviser, is located at One Financial 
Center, Boston, Massachusetts 02111. Loomis Sayles is owned by Natixis Global Asset Management, L.P. (Natixis US). Natixis US is 
part of Natixis Global Asset Management, an international asset management group based in Paris, France, that is in turn owned by 
Natixis, a French investment banking and financial services firm. Natixis is principally owned by BPCE, France’s second largest 
banking group. BPCE is owned by banks comprising two autonomous and complementary retail banking networks consisting of the 
Caisse d’Epargne regional savings banks and the Banque Populaire regional cooperative banks. As of March 31, 2013, Loomis Sayles 
had approximately $191 billion in assets under management. 

VI. The section of the Prospectus entitled “How the Fund is Managed – Portfolio Managers – AST Marsico Capital Growth 
Portfolio” is hereby deleted and replaced with the following: 
 

AST Loomis Sayles Large-Cap Growth Portfolio 

Aziz Hamzaogullari. Mr. Hamzaogullari is a vice president of Loomis Sayles and portfolio manager of the Loomis Sayles Large-Cap 
Growth and All Cap Growth investment strategies, including the Loomis Sayles Growth Fund and the Natixis Actions U.S. Growth 
Fund (FCP). Mr. Hamzaogullari joined Loomis Sayles in 2010 from Evergreen Investments where he was the senior portfolio 
manager of the Evergreen Omega and Large Company Growth funds. He joined Evergreen in 2001, was promoted to director of 
research in 2003 and portfolio manager in 2006. He was head of Evergreen's Berkeley Street Growth Equity team and was the founder 
of the research and investment process. Prior to Evergreen, Mr. Hamzaogullari was a senior equity analyst and portfolio manager with 
Manning & Napier Advisors. He has 19 years of investment industry experience. Mr. Hamzaogullari received a BS from Bilkent 
University in Turkey, and an MBA from George Washington University. 

D.   AST BlackRock Value Portfolio:  New Subadvisory Arrangements and Name Change. 

The Board of Trustees of AST approved (i) replacing BlackRock Investment Management, LLC (BlackRock) as a subadviser to the 
AST BlackRock Value Portfolio with Herndon Capital Management, LLC and (ii) changing the name of the AST BlackRock Value 
Portfolio to the AST Herndon Large-Cap Value Portfolio. These changes are effective on or about July 15, 2013.  

To reflect these changes, the AST Prospectus for the AST BlackRock Value Portfolio and the AST BlackRock Value Summary 
Prospectus are revised as follows: 
 

I. All references to BlackRock are hereby deleted. 
 

II. The description of the Principal Investment Strategies in the “Investments, Risks and Performance” section of the 
Summary Section of the Prospectus and the Summary Prospectus for the AST BlackRock Value Portfolio is hereby 
deleted and replaced with the following: 

 
The Portfolio invests, under normal circumstances, at least 80% of the value of its assets in securities issued by large 
capitalization companies.  Large capitalization companies are those included in the Russell 1000® Index. The Portfolio invests 
primarily in the equity securities of large capitalization companies.  Equity securities include common stocks and securities 
convertible into or exchangeable for common stocks, including warrants and rights. The Portfolio’s subadviser employs an 
investment strategy designed to maintain a portfolio of equity securities which approximates the market risk of those stocks 
included in the Russell 1000® Value Index, but which attempts to outperform the Russell 1000® Value Index through active 
stock selection.  The size of the companies in the Russell 1000® Index will change with market conditions. 

III. The following information replaces the information relating to BlackRock in the in the “Management of the Portfolio” 
section of the Summary Section of the Prospectus and the Summary Prospectus for the AST BlackRock Value Portfolio:  
 
 
Investment 
Managers 

Subadvisers Portfolio 
Managers 

Title Service Date 
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Prudential 
Investments LLC 

Herndon Capital 
Management, 
LLC 

Randell A. Cain 
Jr. 

Principal/Portfolio 
Manager 

July 2013 

AST Investment 
Services, Inc. 

    

 

IV. The section of the Prospectus entitled “More Detailed Information on How the Portfolios Invest – AST BlackRock Value 
Portfolio” is hereby deleted and replaced with the following: 

 

AST Herndon Large-Cap Value Portfolio 

Investment Objective: maximum growth of capital by investing primarily in the value stocks of larger companies. 

Principal Investment Policies:  

The Portfolio invests, under normal circumstances, at least 80% of the value of its assets in securities issued by large capitalization 
companies.  Large capitalization companies are those included in the Russell 1000® Index. The Portfolio invests primarily in the 
equity securities of large capitalization companies.  Equity securities include common stocks and securities convertible into or 
exchangeable for common stocks, including warrants and rights. The Portfolio’s subadviser employs an investment strategy designed 
to maintain a portfolio of equity securities which approximates the market risk of those stocks included in the Russell 1000® Value 
Index, but which attempts to outperform the Russell 1000® Value Index through active stock selection.  The size of the companies in 
the Russell 1000® Index will change with market conditions.  Herndon Capital Management, LLC (Herndon Capital) begins with a 
target universe, the Russell 1000® Index, and screens out securities in a two-step process. First, Herndon Capital identifies value 
creating opportunities by screening for stocks with 30% or more upside potential based on fundamental analysis.  Second, Herndon 
Capital screens for quality and liquidity. In terms of quality, Herndon Capital screens out stocks that have a Standard & Poor’s quality 
ranking lower than C. In terms of liquidity, Herndon Capital screens out stocks with market capitalizations of less than $1 billion. 
Next, Herndon Capital applies traditional fundamental analysis to analyze a company’s profitability, soundness, and growth through 
an investigation of trends from the balance sheet, income statement, and cash flow statement. 
 
Once Herndon Capital has identified potential value creating opportunities within each sector, it uses the relative number of value 
creating opportunities to determine sector over- and under-weights. Sectors weights may vary and factors that may influence sector 
weights include relative valuation, relative performance and targeted sector exposure. Herndon Capital approaches stock selection in a 
bottom up fashion and applies a similar technique to sector selection by over- or underweighting sectors that it believes have the most 
attractive opportunities in aggregate.  

 
V. The following is hereby added to the section of the Prospectus entitled “How the Fund is Managed – Investment 

Subadvisers”: 
 

Herndon Capital Management, LLC (Herndon Capital) is an institutional investment management firm specializing in large and 
mid capitalization equity strategies. Founded and registered with the SEC in 2001, the firm is an affiliate of Atlanta Life Financial 
Group (ALFG), a 108 year old financial services firm. The firm began managing assets in June 2002. As of March 31, 2013, there 
were $8.95 billion assets under management in its Large Cap Value strategy. 
 

VI. The section of the Prospectus entitled “How the Fund is Managed – Portfolio Managers – AST BlackRock Value 
Portfolio” is hereby deleted and replaced with the following: 
 

AST Herndon Large-Cap Value Portfolio 

The portfolio manager from Herndon Capital who will be primarily responsible for the day-to-day management of the Portfolio is 
Randell A. Cain Jr.  
 
Randell A. Cain Jr. is the portfolio manager responsible for managing Herndon Capital’s Large Cap US Value Equity and Mid Cap 
US Value products. Mr. Cain is also one of the three portfolio managers responsible for managing the Large Cap US Core Equity 
product. Prior to joining Herndon Capital in June 2002, Mr. Cain spent 5 years at NCM Capital Management, LLC (NCM) managing 
large cap core equities while also analyzing the financial, basic material, energy, and utility sectors. In addition, from 2000-2002, he 
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managed a $200 million large cap value portfolio at NCM. Mr. Cain’s experience includes equity and fixed income analysis at 
TradeStreet Investment Associates Inc. (a former subsidiary of Bank of America) and Putnam Investments Investment Management, 
LLC as well as a one-year fellowship with JP Morgan to gain experience in international investing. Mr. Cain received an MBA from 
Harvard Business School in 1994, a Bachelor of Industrial Engineering degree from the Georgia Institute of Technology in 1991, and 
an Interdisciplinary Bachelor of Science degree from Morehouse College in 1991. He also earned the Chartered Financial Analyst 
designation in 1997. 
 
E.   PSF SP International Growth Portfolio:  New Subadvisory Arrangements. 

The Board of Trustees of PSF approved replacing Marsico Capital Management, LLC (Marsico) with Neuberger Berman 
Management, LLC (Neuberger Berman) as subadviser to the sleeve of the SP International Growth Portfolio currently managed by 
Marsico. This change is effective on June 17, 2013. 
 
To reflect these changes, the PSF Prospectus for the SP International Growth Portfolio and the PSF SP International Growth Portfolio 
Summary Prospectus are revised as follows: 
 

I. All references to Marsico are hereby deleted. 

II. The following information replaces the information relating to Marsico in the table in the “Management of the Portfolio” 
section of the Summary Section of the Prospectus and the Summary Prospectus for the SP International Growth 
Portfolio:  

 
Investment 
Managers 

Subadvisers Portfolio 
Managers 

Title Service Date 

Prudential 
Investments LLC 

Neuberger 
Berman 
Management LLC 

Benjamin Segal, 
CFA 

Managing 
Director 

June 2013 

 
III. The section of the Prospectus entitled “More Detailed Information on How the Portfolios Invest – SP International 

Growth Portfolio – Principal Investment Policies – Marsico Segment” is hereby deleted and replaced with the following: 
 

Neuberger Berman Segment. In picking stocks, Neuberger Berman looks for what it believes to be well-managed and profitable 
companies that show growth potential and whose stock prices are undervalued. Factors in identifying these firms may include strong 
fundamentals, such as attractive cash flows and balance sheets, as well as prices that are reasonable in light of projected returns. 
Neuberger Berman also considers the outlooks for various countries and sectors around the world, examining economic, market, 
social, and political conditions. Neuberger Berman follows a disciplined selling strategy and may sell a stock when it reaches a target 
price, if a company’s business fails to perform as expected, or when other opportunities appear more attractive. 

This Portfolio is managed by William Blair, Neuberger Berman, and Jennison. As of June 17, 2013, William Blair managed 
approximately 21% of the Portfolio’s assets, Neuberger Berman managed approximately 30% of the Portfolio’s assets, and Jennison 
managed approximately 49% of the Portfolio’s assets.  
 

IV. The following is added to the section “How The Fund is Managed  – Investment Subadvisers”  section of the PSF 
Prospectus: 
 

Neuberger Berman Management LLC (Neuberger Berman).  With a heritage dating to 1939, Neuberger is a majority employee-
controlled company. As of March 31, 2013, Neuberger Berman managed approximately $216 billion in assets. Neuberger Berman’s 
address is 605 Third Avenue, New York, New York 10158. 

V. The section of the Prospectus entitled “How the Fund is Managed – Investment Subadvisers – Marsico Capital 
Management, LLC (Marsico)” is hereby deleted and replaced with the following: 
 

Benjamin Segal, CFA. Mr. Segal, Managing Director, joined Neuberger Berman in 1998. Mr. Segal is a Portfolio Manager for 
Neuberger Berman’s Institutional and Mutual Fund Global Equity team. Mr. Segal joined the firm from Invesco GT Global, where he 
was an assistant portfolio manager in global equities. Prior to that, he was a management consultant with Bain & Company. He also 
served as an investment analyst for both Lehman Brothers Asia and Wardley James Capel. Mr. Segal earned a BA from Jesus College, 
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Cambridge University, an MA from the University of Pennsylvania, and an MBA from the University of Pennsylvania’s Wharton 
School of Business. Mr. Segal has been awarded the Chartered Financial Analyst designation. 

F. PSF Global Portfolio:   New Subadvisory Arrangements. 

The Board of Trustees of PSF approved replacing Marsico with Brown Advisory, LLC (Brown Advisory) as subadviser to the large-
cap growth sleeve of the PSF Global Portfolio currently managed by Marsico. This change is effective on June 17, 2013. 
 
To reflect these changes, the Prospectus and Summary Prospectus for the Global Portfolio are revised as follows: 
 

I. All references to Marsico are hereby deleted. 
 

II. The following information replaces the information relating to Marsico in the table in the “Management of the Portfolio” 
section of the Summary Section of the Prospectus and the Summary Prospectus for the Global Portfolio:  
 
Investment 
Managers 

Subadvisers Portfolio 
Managers 

Title Service Date 

Prudential 
Investments LLC 

Brown Advisory, 
LLC 

Kenneth M. 
Stuzin, CFA 

Partner June 2013 

 
III. The following information replaces the information relating to Marsico in the table in the “More Detailed Information on 

How the Portfolios Invest – Global Portfolio” section of the Prospectus:  
 

Subadviser Approximate 
Asset 
Allocation 

Primary 
Georgraphic 
Focus & 
Asset Class 

Investment Style 

Brown Advisory, LLC 25% U.S. Equity Growth-Oriented 

 
 
IV. Information relating to Marsico in the section of the Prospectus entitled “More Detailed Information on How the 

Portfolios Invest – Global Portfolio – Principal Investment Policies” is hereby deleted and replaced with the following: 
 

Brown Advisory’s Large-Cap Growth Equity Strategy is a concentrated portfolio typically comprising 30-35 securities. The strategy’s 
investment process is based on fundamental bottom-up research. Brown Advisory seeks to own strong businesses that it believes have 
the potential to grow their earnings per share over 14% on an annual basis through a full market cycle. Brown Advisory seeks to 
optimize the portfolio around the upside potential/downside risk of each holding, and allocate capital to those securities with the best 
risk versus reward profile. Brown Advisory has a disciplined, repeatable process in place and looks to invest where outcomes are 
skewed heavily in its favor. 
 

V. The section of the Prospectus entitled “How the Fund is Managed – Investment Subadvisers – Marsico Capital 
Management, LLC (Marsico)” is hereby deleted and replaced with the following: 
 

Brown Advisory, LLC (Brown Advisory) is headquartered at 901 S. Bond Street, Suite 400, Baltimore, Maryland 21231. Brown 
Advisory was founded in 1993 and managed approximately $35.5 billion in assets as of March 31, 2013. 
 

VI. The section of the Prospectus entitled “How the Fund is Managed – Portfolio Managers – Global Portfolio – Marsico 
Segment” is hereby deleted and replaced with the following: 
 

Brown Advisory Segment. Kenneth M. Stuzin, CFA. Mr. Stuzin is a Partner at Brown Advisory and is responsible for managing the 
Brown Advisory Large-Cap Growth Strategy. Prior to joining Brown Advisory in 1996, he was a Vice President and Portfolio 
Manager at J.P. Morgan Investment Management in Los Angeles, where he was a U.S. Large-Cap Portfolio Manager. Prior to this 
position, Mr. Stuzin was a quantitative portfolio strategist in New York, where he advised clients on capital market issues and 
strategic asset allocation decisions. Mr. Stuzin is a graduate of Columbia University, receiving a B.A. in 1986, followed by an M.B.A. 
from the University in 1993. Mr. Stuzin was hired to manage Brown Advisory’s U.S. Large-Cap Growth Equity strategy and to build 
upon and grow the investment process into what it is today. 
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G.   AST AQR Large-Cap Portfolio:  Revision to Portfolio Fees and Expenses. 

The AST Prospectus for the AST AQR Large-Cap Portfolio and the AST AQR Large-Cap Portfolio Summary Prospectus are revised 
as follows: 

I. The following table replaces the table in the “PORTFOLIO FEES AND EXPENSES” section of the Summary Section of 
the Prospectus and the Summary Prospectus for the AST AQR Large-Cap Portfolio:  

 

Annual Portfolio Operating Expenses (expenses that you pay each year as a percentage of the value of your 
investment) 
Management Fee  0.72% 
Distribution and/or Service Fees (12b-1 fees)  0.10% 
Other Expenses  0.01% 
Total Annual Portfolio Operating Expenses1  0.83% 

ver and/or Expense Reimbursement2  - 0.17% 
Total Annual Portfolio Operating Expenses After Fee Waiver and/or Expense Reimbursement  0.66% 

 
1 The Portfolio commenced operations on April 29, 2013. Estimated other expenses based in part on assumed average daily net assets of 
approximately $3 billion for the Portfolio for the fiscal period ending December 31, 2013. 
 
2 Prudential Investments LLC and AST Investment Services, Inc. (the Investment Managers) have contractually agreed to waive 0.17% of 
their investment management fees through June 30, 2014. This contractual investment management fee waiver may not be terminated or 
modified prior to June 30, 2014, but may be discontinued or modified thereafter. The decision on whether to renew, modify, or discontinue 
this expense limitation after June 30, 2014 will be subject to review by the Investment Managers and the Fund’s Board of Trustees. 

 
II. The following table replaces the “EXAMPLE” table in the “PORTFOLIO FEES AND EXPENSES” section of the 

Summary Section of the Prospectus and the Summary Prospectus for the AST AQR Large-Cap Portfolio: 
 

   1 Year  3 Years 
AST AQR Large-Cap  $ 67 $ 248 

 
H. AST ClearBridge Dividend Growth Portfolio:  Revision to Portfolio Fees and Expenses. 
 
The AST Prospectus for the AST ClearBridge Dividend Portfolio and the AST ClearBridge Dividend Portfolio Summary Prospectus 
are revised as follows: 
 

I. The following table replaces the table in the “PORTFOLIO FEES AND EXPENSES” section of the Summary Section 
of the Prospectus and the Summary Prospectus for the AST ClearBridge Dividend Growth Portfolio:  

 
Annual Portfolio Operating Expenses (expenses that you pay each year as a percentage of the value of your 
investment) 
Management Fee  0.82% 
Distribution and/or Service Fees (12b-1 fees)  0.10% 
Other Expenses  0.02% 
Total Annual Portfolio Operating Expenses  0.94% 
Fee Waiver and/or Expense Reimbursement1  - 0.11% 
Total Annual Portfolio Operating Expenses After Fee Waiver and/or Expense Reimbursement2  0.83% 

 
1 Prudential Investments LLC and AST Investment Services, Inc. (the Investment Managers) have contractually agreed to waive 0.11% of 
their investment management fees through June 30, 2014. This contractual investment management fee waiver may not be terminated or 
modified prior to June 30, 2014, but may be discontinued or modified thereafter. The decision on whether to renew, modify, or discontinue 
this expense limitation after June 30, 2014 will be subject to review by the Investment Managers and the Fund’s Board of Trustees. 
 
2 The Portfolio commenced operations on February 25, 2013. Estimated other expenses based in part on assumed average daily net assets of 
approximately $400 million for the Portfolio for 
the fiscal period ending December 31, 2013. 

 
II. The following table replaces the “EXAMPLE” table in the “PORTFOLIO FEES AND EXPENSES” section of the 

Summary Section of the Prospectus and the Summary Prospectus for the AST ClearBridge Dividend Growth Portfolio: 
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   1 Year 3 Years  5 Years  10 Years
AST ClearBridge Dividend Growth  $ 85 $ 289 $ 509 $ 1,145 

 
I. AST First Trust Balanced Target Portfolio:  Revision to Portfolio Fees and Expenses. 

 
The AST Prospectus for the AST First Trust Balanced Target Portfolio and the AST First Trust Balanced Target Portfolio Summary 
Prospectus are revised as follows: 
 

I. The following table replaces the table in the  “PORTFOLIO FEES AND EXPENSES” section of the Summary Section 
of the Prospectus and the Summary Prospectus for the AST First Trust Balanced Target Portfolio:  

 
Annual Portfolio Operating Expenses (expenses that you pay each year as a percentage of the value of your 
investment) 
Management Fee  0.81%* 
Distribution and/or Service Fees (12b-1 fees)  0.10% 
Other Expenses  0.02% 
Total Annual Portfolio Operating Expenses  0.93% 
Fee Waiver and/or Expense Reimbursement1  - 0.08% 
Total Annual Portfolio Operating Expenses After Fee Waiver and/or Expense Reimbursement  0.85% 

 
1 Prudential Investments LLC and AST Investment Services, Inc. (the Investment Managers) have contractually agreed to waive 0.08% of 
their investment management fees through June 30, 2014. This contractual investment management fee waiver may not be terminated or 
modified prior to June 30, 2014, but may be discontinued or modified thereafter. The decision on whether to renew, modify, or discontinue 
this expense limitation after June 30, 2014 will be subject to review by the Investment Managers and the Fund’s Board of Trustees. 
 
* Management fees shown in the table above are based on a reduced contractual management fee rate for the Portfolio which became 
effective on February 25, 2013. 

 
II. The following table replaces the “EXAMPLE” table relating in the “PORTFOLIO FEES AND EXPENSES SECTION” 

section of the Summary Section of the Prospectus and the Summary Prospectus for the AST First Trust Balanced Target 
Portfolio: 

 
   1 Year 3 Years  5 Years  10 Years
AST First Trust Balanced Target  $ 87 $ 288 $ 507 $ 1,136 

 
J. AST Goldman Sachs Mid-Cap Growth Portfolio:  Revision to Portfolio Fees and Expenses. 
 
The AST Prospectus for the AST Goldman Sachs Mid-Cap Growth Portfolio and the AST Goldman Sachs Mid-Cap Growth Portfolio 
Summary Prospectus are revised as follows: 
 

I. The following table replaces the table in  “PORTFOLIO FEES AND EXPENSES” section of the Summary Section of 
the Prospectus and the Summary Prospectus for the AST Goldman Sachs Mid-Cap Growth Portfolio: 

 
Annual Portfolio Operating Expenses (expenses that you pay each year as a percentage of the value of your 
investment) 
Management Fee  0.99%* 
Distribution and/or Service Fees (12b-1 fees)  0.10% 
Other Expenses  0.04% 
Total Annual Portfolio Operating Expenses  1.13% 
Fee Waiver and/or Expense Reimbursement1  - 0.10% 
Total Annual Portfolio Operating Expenses After Fee Waiver and/or Expense Reimbursement  1.03% 

 
1 Prudential Investments LLC and AST Investment Services, Inc. (the Investment Managers) have contractually agreed to waive 0.10% of 
their investment management fees through June 30, 2014. This contractual investment management fee waiver may not be terminated or 
modified prior to June 30, 2014, but may be discontinued or modified thereafter. The decision on whether to renew, modify, or discontinue 
this expense limitation after June 30, 2014 will be subject to review by the Investment Managers and the Fund’s Board of Trustees. 
 
* Management fees shown in the table above are based on a reduced contractual management fee rate for the Portfolio which became 
effective on February 25, 2013. 
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II. The following table replaces the “EXAMPLE” table in the  “PORTFOLIO FEES AND EXPENSES” section of the 
Summary Section of the Prospectus and the Summary Prospectus for the AST Goldman Sachs Mid-Cap Growth 
Portfolio: 

 
   1 Year 3 Years  5 Years  10 Years
AST Goldman Sachs Mid-Cap Growth $ 105 $ 349 $ 613 $ 1,366 

 
K. AST Goldman Sachs Multi-Asset Portfolio:  Revision to Portfolio Fees and Expenses. 
 
The AST Prospectus for the AST Goldman Sachs Multi-Asset Portfolio and the AST Goldman Sachs Multi-Asset Portfolio Summary 
Prospectus are revised as follows: 
 

I. The following table replaces the table  in the  “PORTFOLIO FEES AND EXPENSES” section of the Summary Section 
of the Prospectus and the Summary Prospectus for the AST Goldman Sachs Multi-Asset Portfolio: 

 
Annual Portfolio Operating Expenses (expenses that you pay each year as a percentage of the value of your 
investment) 
Management Fee  0.92% 
Distribution and/or Service Fees (12b-1 fees)  0.10% 
Other Expenses  0.05% 
Total Annual Portfolio Operating Expenses  1.07% 
Fee Waiver and/or Expense Reimbursement1  - 0.20% 
Total Annual Portfolio Operating Expenses After Fee Waiver and/or Expense Reimbursement 0.87% 

 
1 Prudential Investments LLC and AST Investment Services, Inc. (the Investment Managers) have contractually agreed to waive 0.10% of 
their investment management fee through June 30, 2016. In addition, the Investment Managers have contractually agreed to waive 0.10% of 
their investment management fee through June 30, 2014. Each expense limitation may not be terminated or modified prior to its expiration 
date, but may be discontinued or modified thereafter. The decision on whether to renew, modify or discontinue each expense limitation after 
its expiration date will be subject to review by the Investment Managers and the Fund’s Board of Trustees. 

 
II. The following table replaces the “EXAMPLE” table relating in the  “PORTFOLIO FEES AND EXPENSES” section of 

the Summary Section of the Prospectus and the Summary Prospectus for the AST Goldman Sachs Multi-Asset Portfolio: 
 

   1 Year 3 Years  5 Years  10 Years
AST Goldman Sachs Multi-Asset  $ 89 $ 299 $ 550 $ 1,268 

 
L. AST Jennison Large-Cap Value Portfolio:  Revision to Portfolio Fees and Expenses. 
 
The AST Prospectus for the AST Jennison Large-Cap Value Portfolio and the AST Jennison Large-Cap Value Portfolio Summary 
Prospectus are revised as follows: 
 

I. The following replaces the table in the  “PORTFOLIO FEES AND EXPENSES” section of the Summary Section of the 
Prospectus and the Summary Prospectus for the AST Jennison Large-Cap Value Portfolio: 

 
Annual Portfolio Operating Expenses (expenses that you pay each year as a percentage of the value of your 
investment) 
Management Fee  0.72%* 
Distribution and/or Service Fees (12b-1 fees)  0.10% 
Other Expenses  0.02% 
Total Annual Portfolio Operating Expenses  0.84% 
Fee Waiver and/or Expense Reimbursement1  - 0.05% 
Total Annual Portfolio Operating Expenses After Fee Waiver and/or Expense Reimbursement 0.79% 

 
1 Prudential Investments LLC and AST Investment Services, Inc. (the Investment Managers) have contractually agreed to waive 0.05% of 
their investment management fees through June 30, 2014. This contractual investment management fee waiver may not be terminated or 
modified prior to June 30, 2014, but may be discontinued or modified thereafter. The decision on whether to renew, modify, or discontinue 
this expense limitation after June 30, 2014 will be subject to review by the Investment Managers and the Fund’s Board of Trustees. 
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* Management fees shown in the table above are based on a reduced contractual management fee rate for the Portfolio which became effective 
on February 25, 2013. 

 
II. The following table replaces the “EXAMPLE” table in the  “PORTFOLIO FEES AND EXPENSES” section of the 

Summary Section of the Prospectus and the Summary Prospectus for the AST Jennison Large-Cap Value Portfolio: 
 

   1 Year 3 Years  5 Years  10 Years
AST Jennison Large-Cap Value  $ 81 $ 263 $ 461 $ 1,033 

 
M. AST Lord Abbett Core Fixed Income Portfolio:  Revision to Portfolio Fees and Expenses. 
 
The AST Prospectus for the AST Lord Abbett Core Fixed Income Portfolio and the AST Lord Abbett Core Fixed Income Portfolio 
Summary Prospectus are revised as follows: 
 

I. The following table replaces the table  in the  “PORTFOLIO FEES AND EXPENSES” section of the Summary Section 
of the Prospectus and the Summary Prospectus for the AST Lord Abbett Core Fixed Income Portfolio: 

 
Annual Portfolio Operating Expenses (expenses that you pay each year as a percentage of the value of your 
investment) 
Management Fee  0.77%* 
Distribution and/or Service Fees (12b-1 fees)  0.10% 
Other Expenses  0.02% 
Total Annual Portfolio Operating Expenses  0.89% 
Fee Waiver and/or Expense Reimbursement1  - 0.34% 
Total Annual Portfolio Operating Expenses After Fee Waiver and/or Expense Reimbursement 0.55% 

 
1Prudential Investments LLC and AST Investment Services, Inc. (the Investment Managers) have contractually agreed to waive a portion of 
their investment management fee, as follows: 0.10% on the first $500 million of average daily net assets; 0.125% of the Portfolio’s average 
daily net assets between $500 million and $1 billion; and 0.15% of the Portfolio’s average daily net assets in excess of $1 billion. In 
addition, the Investment Managers have contractually agreed to waive 0.21% of their investment management fee through June 30, 2014. 
Each expense limitation may not be terminated or modified prior to its expiration date, and may be discontinued or modified thereafter. The 
decision on whether to renew, modify or discontinue each expense limitation after its expiration date will be subject to review by the 
Investment Managers and the Fund’s Board of Trustees. 
 
*Management fees shown in the table above are based on a reduced contractual management fee rate for the Portfolio which became 
effective on February 25, 2013. 

 
II. The following table replaces the “EXAMPLE” table in the “PORTFOLIO FEES AND EXPENSES” section of the 

Summary Section of the Prospectus and the Summary Prospectus for the AST Lord Abbett Core Fixed Income Portfolio: 
 

   1 Year 3 Years  5 Years  10 Years
AST Lord Abbett Core Fixed Income  $ 56 $ 236 $ 446 $ 1,052 

 
N. AST Neuberger Berman Core Bond Portfolio:  Revision to Portfolio Fees and Expenses. 
 
The AST Prospectus for the AST Neuberger Berman Core Bond Portfolio and the AST Neuberger Berman Core Bond Portfolio 
Summary Prospectus are revised as follows: 
 

I. The following table replaces the table in the “PORTFOLIO FEES AND EXPENSES” section of the Summary Section of 
the Prospectus and the Summary Prospectus for the AST Neuberger Berman Core Bond Portfolio: 

 
Annual Portfolio Operating Expenses (expenses that you pay each year as a percentage of the value of your 
investment) 
Management Fee  0.68%* 
Distribution and/or Service Fees (12b-1 fees)  0.10% 
Other Expenses  0.02% 
Total Annual Portfolio Operating Expenses  0.80% 
Fee Waiver and/or Expense Reimbursement1  - 0.17% 
Total Annual Portfolio Operating Expenses After Fee Waiver and/or Expense Reimbursement 0.63% 
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1 Prudential Investments LLC and AST Investment Services, Inc. (the Investment Managers) have contractually agreed to waive a portion of 
their investment management fees, as follows: 0.025% of the Portfolio’s average daily net assets between $500 million and $1 billion, and 
0.05% of the Portfolio’s average daily net assets in excess of $1 billion through June 30, 2015. In addition, the Investment Managers have 
contractually agreed to waive 0.16% of their investment management fee through June 30, 2014. Each expense limitation may not be 
terminated or modified prior to its expiration date, but may be discontinued or modified thereafter. The decision on whether to renew, 
modify, or discontinue each expense limitation after its expiration date will be subject to review by the Investment Managers and the Board 
of Trustees of the Fund. 
 
* Management fees shown in the table above are based on a reduced contractual management fee rate for the Portfolio which became 
effective on February 25, 2013. 

 
II. The following table replaces the “EXAMPLE” table in the “PORTFOLIO FEES AND EXPENSES” section of the 

Summary Section of the Prospectus and the Summary Prospectus for the AST Neuberger Berman Core Bond Portfolio: 
 

   1 Year 3 Years  5 Years  10 Years
AST Neuberger Berman Core Bond  $ 64 $ 237 $ 426 $ 973 

 
O. AST T. Rowe Price Asset Allocation Portfolio:  Revision to Portfolio Fees and Expenses. 
 
The AST Prospectus for the AST AST T. Rowe Price Asset Allocation Portfolio and the AST T. Rowe Price Asset Allocation 
Portfolio Summary Prospectus are revised as follows: 
 

I. The following table replaces the table relating in the “PORTFOLIO FEES AND EXPENSES” section of the Summary 
Section of the Prospectus and the Summary Prospectus for the AST T. Rowe Price Asset Allocation Portfolio: 

 
Annual Portfolio Operating Expenses (expenses that you pay each year as a percentage of the value of your 
investment) 
Management Fee  0.81%* 
Distribution and/or Service Fees (12b-1 fees)  0.10% 
Other Expenses  0.02% 
Total Annual Portfolio Operating Expenses  0.93% 
Fee Waiver and/or Expense Reimbursement1  - 0.02% 
Total Annual Portfolio Operating Expenses After Fee Waiver and/or Expense Reimbursement 0.91% 

 
1 Prudential Investments LLC and AST Investment Services, Inc. (the Investment Managers) have contractually agreed to waive 0.02% of 
their investment management fees through June 30, 2014. This contractual investment management fee waiver may not be terminated or 
modified prior to June 30, 2014, but may be discontinued or modified thereafter. The decision on whether to renew, modify, or discontinue 
this expense limitation after June 30, 2014 will be subject to review by the Investment Managers and the Fund’s Board of Trustees. 
 
* Management fees shown in the table above are based on a reduced contractual management fee rate for the Portfolio which became 
effective on February 25, 2013. 

 
II. The following table replaces the “EXAMPLE” table relating in the “PORTFOLIO FEES AND EXPENSES” section of 

the Summary Section of the Prospectus and the Summary Prospectus for the AST T. Rowe Price Asset Allocation 
Portfolio: 

 
   1 Year 3 Years  5 Years  10 Years
AST T. Rowe Price Asset Allocation  $ 93 $ 294 $ 513 $ 1,141 

 
P. AST Western Asset Core Plus Bond Portfolio:  Revision to Portfolio Fees and Expenses. 
 
The AST Prospectus for the AST Western Asset Core Plus Bond Portfolio and the AST Western Asset Core Plus Bond Portfolio 
Summary Prospectus are revised as follows: 
 

I. The following table replaces the table in the “PORTFOLIO FEES AND EXPENSES” section of the Summary Section of 
the Prospectus and the Summary Prospectus for the AST Western Asset Core Plus Bond Portfolio: 

 
Annual Portfolio Operating Expenses (expenses that you pay each year as a percentage of the value of your 
investment) 
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Management Fee  0.67%* 
Distribution and/or Service Fees (12b-1 fees)  0.10% 
Other Expenses  0.02% 
Total Annual Portfolio Operating Expenses  0.79% 
Fee Waiver and/or Expense Reimbursement1  - 0.15% 
Total Annual Portfolio Operating Expenses After Fee Waiver and/or Expense Reimbursement  0.64% 

 
1 Prudential Investments LLC and AST Investment Services, Inc. (the Investment Managers) have contractually agreed to waive 0.15% of 
their investment management fees through June 30, 2014. This contractual investment management fee waiver may not be terminated or 
modified prior to June 30, 2014, but may be discontinued or modified thereafter. The decision on whether to renew, modify, or discontinue 
this expense limitation after June 30, 2014 will be subject to review by the Investment Managers and the Fund’s Board of Trustees. 
 
* Management fees shown in the table above are based on a reduced contractual management fee rate for the Portfolio which became 
effective on February 25, 2013. 

 
II.  The following table replaces the “EXAMPLE” table relating in the “PORTFOLIO FEES AND EXPENSES” section of the 

Summary Section of the Prospectus and the Summary Prospectus for the AST Western Asset Core Plus Bond Portfolio: 
 

   1 Year 3 Years  5 Years  10 Years
AST Western Asset Core Plus Bond  $ 65 $ 237 $ 424 $ 964 

 
Q. PSF Global Portfolio: Revision to Portfolio Fees and Expenses. 
 
The PSF Prospectus for the Global Portfolio and the PSF Global Portfolio Summary Prospectus are revised as follows: 
 

I. The following table replaces the table in the “PORTFOLIO FEES AND EXPENSES” section of the Summary Section of 
the Prospectus and the Summary Prospectus for the PSF Global Portfolio: 
 

Annual Portfolio Operating Expenses (expenses that you pay each year as a percentage of the value of your 
investment) 
 Class I 

Shares 
Management Fee  0.75% 
+ Distribution and/or Service Fees (12b-1 fees)  — % 
+ Other Expenses  0.09% 
+ Total Annual Portfolio Operating Expenses  0.84% 
- Fee Waiver and/or Expense Reimbursement1  - 0.01% 
= Total Annual Portfolio Operating Expenses After Fee Waiver and/or Expense Reimbursement  0.83% 

 
1 Prudential Investments LLC (the Investment Manager) has contractually agreed to waive 0.01% of its investment management fee through 
June 30, 2014. This contractual investment management fee waiver may not be terminated or modified prior to June 30, 2014, but may be 
discontinued or modified thereafter. The decision on whether to renew, modify, or discontinue this expense limitation after June 30, 2014 
will be subject to review by the Investment Manager and the Fund’s Board of Trustees. 

 
II. The following table replaces the “EXAMPLE” table relating in the “PORTFOLIO FEES AND EXPENSES” section of the 

Summary Section of the Prospectus and the Summary Prospectus for the PSF Global Portfolio: 
 

   1 Year 3 Years  5 Years  10 Years
Global Class I Shares $ 85 $ 267 $ 465 $ 1,036 

 
R. PSF Natural Resources Portfolio: Revision to Portfolio Fees and Expenses. 
 
The PSF Prospectus for the Natural Resources Portfolio and the PSF Natural Resources Portfolio Summary Prospectus are revised as 
follows: 
 

I. The following table replaces the table in the “PORTFOLIO FEES AND EXPENSES” section of the Summary Section of the 
Prospectus and the Summary Prospectus for the PSF Natural Resources Portfolio: 
 

Annual Portfolio Operating Expenses (expenses that you pay each year as a percentage 
of the value of your investment) 
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 Class I 
Shares 

Class II 
Shares 

Management Fee  0.45% 0.45% 
+ Distribution and/or Service Fees (12b-1 fees)  — % 0.25% 
+ Administration Fees — % 0.15% 
+ Other Expenses  0.05% 0.05% 
+ Total Annual Portfolio Operating Expenses  0.50% 0.90% 
- Fee Waiver and/or Expense Reimbursement1  - 0.05% - 0.05% 
= Total Annual Portfolio Operating Expenses After Fee Waiver and/or Expense 
Reimbursement  

0.45% 0.85% 

 
1 Prudential Investments LLC (the Investment Manager) has contractually agreed to waive 0.05% of its investment management fee through 
June 30, 2014. This contractual investment management fee waiver may not be terminated or modified prior to June 30, 2014, but may be 
discontinued or modified thereafter. The decision on whether to renew, modify, or discontinue this expense limitation after June 30, 2014 will 
be subject to review by the Investment Manager and the Fund’s Board of Trustees. 

 
II. The following table replaces the “EXAMPLE” table relating in the “PORTFOLIO FEES AND EXPENSES” section of the 

Summary Section of the Prospectus and the Summary Prospectus for the PSF Natural Resources Portfolio: 
 

   1 Year 3 Years  5 Years  10 Years
Natural Resources Class I Shares $ 46 $ 155 $ 275 $ 623 

Natural Resources Class II Shares $ 87 $ 282 $ 494 $ 1,103 

 
S. PSF Small Capitalization Stock Portfolio: Revision to Portfolio Fees and Expenses. 
 
The PSF Prospectus for the Small Capitalization Stock Portfolio and the PSF Small Capitalization Stock Portfolio Summary 
Prospectus are revised as follows: 
 

I. The following table replaces the table in the “PORTFOLIO FEES AND EXPENSES” section of the Summary Section of 
the Prospectus and the Summary Prospectus for the PSF Small Capitalization Stock Portfolio: 
 

Annual Portfolio Operating Expenses (expenses that you pay each year as a percentage of the value of your 
investment) 
 Class I 

Shares 
Management Fee  0.40% 
+ Distribution and/or Service Fees (12b-1 fees)  — % 
+ Other Expenses  0.07% 
+ Total Annual Portfolio Operating Expenses  0.47% 
- Fee Waiver and/or Expense Reimbursement1  - 0.05% 
= Total Annual Portfolio Operating Expenses After Fee Waiver and/or Expense Reimbursement  0.42% 

 
1 Prudential Investments LLC (the Investment Manager) has contractually agreed to waive 0.05% of its investment management fee through 
June 30, 2014. This contractual investment management fee waiver may not be terminated or modified prior to June 30, 2014, but may be 
discontinued or modified thereafter. The decision on whether to renew, modify, or discontinue this expense limitation after June 30, 2014 
will be subject to review by the Investment Manager and the Fund’s Board of Trustees. 

 
II. The following table replaces the “EXAMPLE” table relating in the “PORTFOLIO FEES AND EXPENSES” section of the 

Summary Section of the Prospectus and the Summary Prospectus for the PSF Small Capitalization Stock Portfolio: 
 

   1 Year 3 Years  5 Years  10 Years
Small Capitalization Stock Class I Shares $ 43 $ 146 $ 258 $ 587 

 
T. PSF Value Portfolio: Revision to Portfolio Fees and Expenses. 
 
To reflect these changes, the PSF Prospectus for the Value Portfolio and the PSF Value Portfolio Summary Prospectus are revised as 
follows: 
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I. The following table replaces the table in the “PORTFOLIO FEES AND EXPENSES” section of the Summary Section of 
the Prospectus and the Summary Prospectus for the PSF Value Portfolio: 
 

Annual Portfolio Operating Expenses (expenses that you pay each year as a percentage 
of the value of your investment) 

  

 Class I 
Shares 

Class II 
Shares 

Management Fee  0.40% 0.40% 
+ Distribution and/or Service Fees (12b-1 fees)  — % 0.25% 
+ Administration Fees — % 0.15% 
+ Other Expenses  0.03% 0.03% 
+ Total Annual Portfolio Operating Expenses  0.43% 0.83% 
- Fee Waiver and/or Expense Reimbursement1  - 0.05% - 0.05% 
= Total Annual Portfolio Operating Expenses After Fee Waiver and/or Expense 
Reimbursement  

0.38% 0.78% 

 
1Prudential Investments LLC (the Investment Manager) has contractually agreed to waive 0.05% of its investment management fee through 
June 30, 2014. This contractual investment management fee waiver may not be terminated or modified prior to June 30, 2014, but may be 
discontinued or modified thereafter. The decision on whether to renew, modify, or discontinue this expense limitation after June 30, 2014 
will be subject to review by the Investment Manager and the Fund’s Board of Trustees. 

 
II. The following table replaces the “EXAMPLE” table relating in the “PORTFOLIO FEES AND EXPENSES” section of the 

Summary Section of the Prospectus and the Summary Prospectus for the PSF Value Portfolio: 
 

   1 Year 3 Years  5 Years  10 Years
Value Class I Shares $ 39 $ 133 $ 236 $ 537 

Value Class II Shares $ 80 $ 260 $ 456 $ 1,021 
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PRUDENTIAL SERIES FUND

SMALL CAPITALIZATION STOCK PORTFOLIO

SUMMARY PROSPECTUS • MAY 1, 2013

Before you invest, you may want to review the Portfolio’s Prospectus, which contains more information about the Portfolio and its risks. You can
find the Portfolio’s Prospectus, Statement of Additional Information (SAI), Annual Report and other information about the Portfolio online at
www.prudential.com/variableinsuranceportfolios. You can also get this information at no cost by calling 1-800-346-3778 or by sending an e-mail to:
service@prudential.com. The Portfolio’s Prospectus and SAI, both dated May 1, 2013, as supplemented and amended from time to time, and the
Portfolio’s most recent shareholder report, dated December 31, 2012 are all hereby incorporated by reference into (legally made a part of) this
Summary Prospectus.

INVESTMENT OBJECTIVE
The investment objective of the Portfolio is long-term growth of capital.

PORTFOLIO FEES AND EXPENSES
The table below shows the fees and expenses that you may pay if you invest in shares of the Portfolio. The table does not
include Contract charges. Because Contract charges are not included, the total fees and expenses that you will incur will
be higher than the fees and expenses set forth in the table. See your Contract prospectus for more information about
Contract charges.

Annual Portfolio Operating Expenses (expenses that you pay each year as a percentage of the value of your investment)
Class I Shares

Management Fees .40%

+ Distribution (12b-1) Fees None

+ Other Expenses .07%

+ Acquired Fund (Portfolio) Fees and Expenses —

= Total Annual Fund Operating Expenses .47%

Example. The following example is intended to help you compare the cost of investing in the Portfolio with the cost of
investing in other mutual funds. The table does not include Contract charges. Because Contract charges are not included,
the total fees and expenses that you will incur will be higher than the fees and expenses set forth in the example. See your
Contract prospectus for more information about Contract charges.

The example assumes that you invest $10,000 in the Portfolio for the time periods indicated and then redeem all of your
shares at the end of those periods. The example also assumes that your investment has a 5% return each year and that the
Portfolio’s operating expenses remain the same. Although your actual costs may be higher or lower, based on these
assumptions, your costs would be:

1 Year 3 Years 5 Years 10 Years
Small Capitalization Stock Class I Shares $48 $151 $263 $591

Portfolio Turnover. The Portfolio pays transaction costs, such as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may indicate higher transaction costs. These costs, which are not
reflected in annual portfolio operating expenses or in the example, affect the Portfolio’s performance. During the most
recent fiscal year ended December 31, the Portfolio’s turnover rate was 10% of the average value of its portfolio.

INVESTMENTS, RISKS AND PERFORMANCE
Principal Investment Strategies. The Portfolio invests primarily in equity securities of publicly-traded companies with
small market capitalizations. The Portfolio normally invests at least 80% of the Portfolio’s investable assets (net assets plus
any borrowings made for investment purposes) in all or a representative sample of the stocks in the S&P SmallCap 600
Index. The Portfolio is not “managed” in the traditional sense of using market and economic analyses to select stocks.
Rather, the holdings and weights in the portfolio are generally based on that of the benchmark S&P SmallCap 600 Index.

Principal Risks of Investing in the Portfolio. The risks identified below are the principal risks of investing in the Portfolio.
All investments have risks to some degree and it is possible that you could lose money by investing in the Portfolio. An
investment in the Portfolio is not a deposit with a bank and is not insured or guaranteed by the Federal Deposit Insurance
Corporation or any other government agency. While the Portfolio makes every effort to achieve its objectives, the Portfolio
cannot guarantee success.
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Derivatives Risk. A derivative is a financial contract, the value of which depends upon, or is derived from, the value of an
underlying asset, reference rate, or index. The use of derivatives involves a variety of risks, including the risk that: the party
on the other side of a derivative transaction will be unable to honor its financial obligation; leverage created by investing
in derivatives may result in losses to the Portfolio; derivatives may be difficult or impossible for the Portfolio to buy or sell
at an opportune time or price, and may be difficult to terminate or otherwise offset; the derivative used for hedging may
reduce or magnify losses but also may reduce or eliminate gains; and the price of commodity-linked derivatives may be
more volatile than the prices of traditional equity and debt securities.

Equity Securities Risk. The value of a particular stock or equity-related security held by the Portfolio could fluctuate,
perhaps greatly, in response to a number of factors, such as changes in the issuer’s financial condition or the value of the
equity markets or a sector of those markets. Such events may result in losses to the Portfolio.

Expense Risk. The actual cost of investing in the Portfolio may be higher than the expenses shown in the “Annual Portfolio
Operating Expenses” table above for a variety of reasons, including, for example, if the Portfolio’s average net
assets decrease.

Market and Management Risk. Markets in which the Portfolio invests may experience volatility and go down in value, and
possibly sharply and unpredictably. The investment techniques, risk analysis and investment strategies used by a
subadviser in making investment decisions for the Portfolio may not produce the intended or desired results.

Small Sized Company Risk. The shares of small sized companies tend to be less liquid than those of larger, more
established companies, which can have an adverse effect on the price of these securities and on the Portfolio’s ability to
sell these securities. The market price of such investments also may rise more in response to buying demand and fall more
in response to selling pressure and be more volatile than investments in larger companies.

Past Performance. The bar chart and table provide some indication of the risks of investing in the Portfolio by showing
changes in the Portfolio’s performance from year to year and by showing how the Portfolio’s average annual returns for 1,
5, and 10 years compare with those of a broad measure of market performance. Past performance does not mean that the
Portfolio will achieve similar results in the future.

The annual returns and average annual returns shown in the chart and table are after deduction of expenses and do not
include Contract charges. If Contract charges were included, the returns shown would have been lower than those shown.
Consult your Contract prospectus for information about Contract charges.

Annual Total Returns (Class I Shares)
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Best Quarter: Worst Quarter:

21.06% -25.12%

2nd Quarter of
2009

4th Quarter of
2008

Average Annual Total Returns (For the periods ended December 31, 2012)
1 Year 5 Years 10 Years

Small Capitalization Stock Class I Shares 16.03% 4.87% 10.11%

Index
S&P SmallCap 600 Index (reflects no deduction for fees, expenses or taxes) 16.33% 5.14% 10.45%

MANAGEMENT OF THE PORTFOLIO
Investment Manager Subadviser Portfolio Managers Title Service Date

Prudential Investments LLC Quantitative Management Associates LLC John W. Moschberger,
CFA

Managing Director July 2010

Daniel Carlucci, CFA Vice President October 2010



TAX INFORMATION
Contract owners should consult their Contract prospectus for information on the federal tax consequences to them. In
addition, Contract owners may wish to consult with their own tax advisors as to the tax consequences of investments in
the Contracts and the Portfolio, including the application of state and local taxes. The Portfolio currently intends to be
treated as a partnership for federal income tax purposes. As a result, the Portfolio’s income, gains, losses, deductions, and
credits are “passed through” pro rata directly to the Participating Insurance Companies and retain the same character for
federal income tax purposes.

FINANCIAL INTERMEDIARY COMPENSATION
If you purchase your Contract through a broker-dealer or other financial intermediary (such as a bank), the Participating
Insurance Company, the Portfolio or their related companies may pay the intermediary for the sale of the Contract, the
selection of the Portfolio and related services. These payments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson to recommend the Contract over another investment or
insurance product, or to recommend the Portfolio over another investment option under the Contract. Ask your
salesperson or visit your financial intermediary’s website for more information.



By Mail: Advanced Series Trust, 100 Mulberry Street, Gateway Center Three, Newark, NJ 07102

By Telephone: 1-800-346-3778

On the Internet: www.prudential.com/variableinsuranceportfolios
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PRUDENTIAL SERIES FUND

STOCK INDEX PORTFOLIO

SUMMARY PROSPECTUS • MAY 1, 2013

Before you invest, you may want to review the Portfolio’s Prospectus, which contains more information about the Portfolio and its risks. You can
find the Portfolio’s Prospectus, Statement of Additional Information (SAI), Annual Report and other information about the Portfolio online at
www.prudential.com/variableinsuranceportfolios. You can also get this information at no cost by calling 1-800-346-3778 or by sending an e-mail to:
service@prudential.com. The Portfolio’s Prospectus and SAI, both dated May 1, 2013, as supplemented and amended from time to time, and the
Portfolio’s most recent shareholder report, dated December 31, 2012 are all hereby incorporated by reference into (legally made a part of) this
Summary Prospectus.

INVESTMENT OBJECTIVE
The investment objective of the Portfolio is to achieve investment results that generally correspond to the performance of
publicly-traded common stocks.

PORTFOLIO FEES AND EXPENSES
The table below shows the fees and expenses that you may pay if you invest in shares of the Portfolio. The table does not
include Contract charges. Because Contract charges are not included, the total fees and expenses that you will incur will
be higher than the fees and expenses set forth in the table. See your Contract prospectus for more information about
Contract charges.

Annual Portfolio Operating Expenses (expenses that you pay each year as a percentage of the value of your investment)
Class I Shares

Management Fees .35%

+ Distribution (12b-1) Fees None

+ Other Expenses .02%

+ Acquired Fund (Portfolio) Fees and Expenses —

= Total Annual Fund Operating Expenses .37%

Example. The following example is intended to help you compare the cost of investing in the Portfolio with the cost of
investing in other mutual funds. The table does not include Contract charges. Because Contract charges are not included,
the total fees and expenses that you will incur will be higher than the fees and expenses set forth in the example. See your
Contract prospectus for more information about Contract charges.

The example assumes that you invest $10,000 in the Portfolio for the time periods indicated and then redeem all of your
shares at the end of those periods. The example also assumes that your investment has a 5% return each year and that the
Portfolio’s operating expenses remain the same. Although your actual costs may be higher or lower, based on these
assumptions, your costs would be:

1 Year 3 Years 5 Years 10 Years
Stock Index Class I Shares $38 $119 $208 $468

Portfolio Turnover. The Portfolio pays transaction costs, such as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may indicate higher transaction costs. These costs, which are not
reflected in annual portfolio operating expenses or in the example, affect the Portfolio’s performance. During the most
recent fiscal year ended December 31, the Portfolio’s turnover rate was 2% of the average value of its portfolio.

INVESTMENTS, RISKS AND PERFORMANCE
Principal Investment Strategies. The Portfolio normally invest at least 80% of the Portfolio’s investable assets (net assets
plus any borrowings made for investment purposes) in S&P 500 stocks. The S&P 500 Index represents more than 70% of
the total market value of all publicly-traded common stocks and is widely viewed as representative of publicly-traded
common stocks as a whole. The Portfolio is not “managed” in the traditional sense of using market and economic analyses
to select stocks. Rather, the portfolio manager generally purchases stocks in proportion to their weighting in the S&P
500 Index.

Principal Risks of Investing in the Portfolio. The risks identified below are the principal risks of investing in the Portfolio.
All investments have risks to some degree and it is possible that you could lose money by investing in the Portfolio. An
investment in the Portfolio is not a deposit with a bank and is not insured or guaranteed by the Federal Deposit Insurance
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Corporation or any other government agency. While the Portfolio makes every effort to achieve its objectives, the Portfolio
cannot guarantee success.

Derivatives Risk. A derivative is a financial contract, the value of which depends upon, or is derived from, the value of an
underlying asset, reference rate, or index. The use of derivatives involves a variety of risks, including the risk that: the party
on the other side of a derivative transaction will be unable to honor its financial obligation; leverage created by investing
in derivatives may result in losses to the Portfolio; derivatives may be difficult or impossible for the Portfolio to buy or sell
at an opportune time or price, and may be difficult to terminate or otherwise offset; the derivative used for hedging may
reduce or magnify losses but also may reduce or eliminate gains; and the price of commodity-linked derivatives may be
more volatile than the prices of traditional equity and debt securities.

Equity Securities Risk. The value of a particular stock or equity-related security held by the Portfolio could fluctuate,
perhaps greatly, in response to a number of factors, such as changes in the issuer’s financial condition or the value of the
equity markets or a sector of those markets. Such events may result in losses to the Portfolio.

Expense Risk. The actual cost of investing in the Portfolio may be higher than the expenses shown in the “Annual Portfolio
Operating Expenses” table above for a variety of reasons, including, for example, if the Portfolio’s average net
assets decrease.

Market and Management Risk. Markets in which the Portfolio invests may experience volatility and go down in value, and
possibly sharply and unpredictably. The investment techniques, risk analysis and investment strategies used by a
subadviser in making investment decisions for the Portfolio may not produce the intended or desired results.

Past Performance. The bar chart and table provide some indication of the risks of investing in the Portfolio by showing
changes in the Portfolio’s performance from year to year and by showing how the Portfolio’s average annual returns for 1,
5, and 10 years compare with those of a broad measure of market performance. Past performance does not mean that the
Portfolio will achieve similar results in the future.

The annual returns and average annual returns shown in the chart and table are after deduction of expenses and do not
include Contract charges. If Contract charges were included, the returns shown would have been lower than those shown.
Consult your Contract prospectus for information about Contract charges.

Annual Total Returns (Class I Shares)

28.18
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15.84% -21.81%

2nd Quarter of
2009

4th Quarter of
2008

Average Annual Total Returns (For the periods ended December 31, 2012)
1 Year 5 Years 10 Years

Stock Index Class I shares 15.68% 1.44% 6.80%

Index
S&P 500 Index (reflects no deduction for fees, expenses or taxes) 15.99% 1.66% 7.10%

MANAGEMENT OF THE PORTFOLIO
Investment Manager Subadviser Portfolio Managers Title Service Date

Prudential Investments LLC Quantitative Management Associates LLC John W. Moschberger,
CFA

Managing Director October 1990

Daniel Carlucci, CFA Vice President October 2010

TAX INFORMATION
Contract owners should consult their Contract prospectus for information on the federal tax consequences to them. In
addition, Contract owners may wish to consult with their own tax advisors as to the tax consequences of investments in
the Contracts and the Portfolio, including the application of state and local taxes. The Portfolio currently intends to be
treated as a partnership for federal income tax purposes. As a result, the Portfolio’s income, gains, losses, deductions, and



credits are “passed through” pro rata directly to the Participating Insurance Companies and retain the same character for
federal income tax purposes.

FINANCIAL INTERMEDIARY COMPENSATION
If you purchase your Contract through a broker-dealer or other financial intermediary (such as a bank), the Participating
Insurance Company, the Portfolio or their related companies may pay the intermediary for the sale of the Contract, the
selection of the Portfolio and related services. These payments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson to recommend the Contract over another investment or
insurance product, or to recommend the Portfolio over another investment option under the Contract. Ask your
salesperson or visit your financial intermediary’s website for more information.



By Mail: Advanced Series Trust, 100 Mulberry Street, Gateway Center Three, Newark, NJ 07102

By Telephone: 1-800-346-3778

On the Internet: www.prudential.com/variableinsuranceportfolios
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The Prudential Insurance Company of America 
751 Broad Street, Newark, NJ 07102 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Group Variable Universal Life 
 
 
 
Group Variable Universal Life (Contract Series: 89759) is issued by The Prudential Insurance Company of America, 751 
Broad Street, Newark, NJ 07102, and is distributed by Prudential Investment Management Services LLC (PIMS), Three 
Gateway Center, 14th Floor, Newark, NJ 07102-4077 each being a Prudential Financial company and each is solely 
responsible for its financial condition and contractual obligation.  Coverage is offered and administered through Aon 
Benfield Securities, Inc., Member FINRA/SIPC, 159 East County Line Road, Hatboro, PA 19040-1218, 1-800-223-7473.  
The Plan Agent of the AICPA Insurance Trust is Aon Insurance Services.  Aon Benfield Securities, Inc. and Aon 
Insurance Services are not affiliated with either Prudential or PIMS.  Aon Insurance Services is a division of Affinity 
Insurance Services, Inc.; in CA, MN & OK, (CA License #0795465).  Aon Insurance Services is a division of AIS Affinity 
Insurance Agency, Inc.; and in NY, AIS Affinity Insurance Agency. 

Prudential, Prudential Financial, the Rock logo, and the Rock Prudential logo are registered service marks of The 
Prudential Insurance Company of America, and its affiliates. 

If you would like to receive this document through the internet next time, please enroll for electronic delivery at 
www.prudential.com/gulgvul

 
 now. 
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STATEMENT OF ADDITIONAL INFORMATION 
May 1, 2013 
 
The Prudential Variable Contract Account GI-2 
The Prudential Insurance Company of America 
 
 

GROUP VARIABLE UNIVERSAL LIFE 
 
This Statement of Additional Information (“SAI”) is not a prospectus and should be read in conjunction with the current 
Group Variable Universal Life Prospectus for the Group Contracts offered by The Prudential Insurance Company of 
America (“Prudential”), for insurance programs that are sponsored by groups.  You may obtain a copy of the 
Prospectus without charge by calling us at (800) 562-9874. 
 
This SAI, as amended or supplemented from time to time, sets forth information which may be of interest to investors, 
but which is not necessarily included in the Group Variable Universal Life Prospectus dated May 1, 2013, as 
supplemented from time to time. 
 
 

TABLE OF CONTENTS OF THE STATEMENT OF ADDITIONAL 
INFORMATION 
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         Processing Premium Payments  6 
         Information in Good Order  6 
         Rules That Apply  7 
Experts 7 
Financial Statements 7 
 
 
 
 
 
 
 
 
 
 
 
This SAI includes the consolidated financial statements of Prudential, which should be considered only as bearing upon 
Prudential’s ability to meet its obligations under the Group Variable Universal Life Contracts. Also included are the 
financial statements of The Prudential Variable Contract Account GI-2 (the “Account”).   
 
 

The Prudential Insurance Company of America 
751 Broad Street 

Newark, New Jersey 07102 
Telephone: (800)562-9874 
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The Prudential Insurance Company of America  
 
The Prudential Insurance Company of America (“Prudential”) is a New Jersey stock life insurance company founded in 
1875 under the laws of the State of New Jersey and is licensed to sell life insurance and annuities in all states, in the 
District of Columbia, and in all United States territories and possessions.  Prudential is an indirect wholly-owned 
subsidiary of Prudential Financial, Inc. (“Prudential Financial”), a New Jersey insurance holding company. Prudential 
Financial exercises significant influence over the operations and capital structure of Prudential. However, neither 
Prudential Financial nor any other related company has any legal responsibility to pay amounts that Prudential may 
owe under the Contracts.  
 
The Prudential Variable Contract Account GI-2  
 
The Prudential Variable Contract Account GI-2 (the “Account”) was established on June 14, 1988 under New Jersey 
law as a separate investment account.  The Account meets the definition of a “separate account” under federal 
securities laws. Each Subaccount within the Account invests in a corresponding Fund from among the variable 
investment options available under the Group Contracts.  
 
The obligations arising under the Group Contracts and the Certificates are general corporate obligations of Prudential.  
Prudential is also the legal owner of the assets in the Account.  Prudential will maintain assets in the Account with a 
total market value at least equal to the liabilities relating to the benefits attributable to the Account.  In addition to these 
assets, the Account’s assets may include funds contributed by Prudential to commence operation of the Account and 
may include accumulations of the charges Prudential makes against the Account.  From time to time, these additional 
assets will be transferred to Prudential’s general account.  Before making any such transfer, Prudential will consider 
any possible adverse impact the transfer might have on the Account. The assets held in the Account are segregated 
from all of Prudential’s other assets and may not be charged with liabilities which arise from any other business 
Prudential conducts. 
 
The Account is registered with the Securities and Exchange Commission (“SEC”) under federal securities laws as a 
unit investment trust, which is a type of investment company.  This does not involve any supervision by the SEC of the 
management or investment policies or practices of the Account.  For state law purposes, the Account is treated as a 
part or division of Prudential.  Prudential reserves the right to take all actions in connection with the operation of the 
Account that are permitted by applicable law (including those permitted upon regulatory approval). 
 
Principal Underwriter  
 
Prudential Investment Management Services LLC (“PIMS”) acts as the principal underwriter of the Group Contracts and 
Certificates.  PIMS is an indirect wholly-owned subsidiary of Prudential Financial. 
 
PIMS, organized in 1996 under Delaware law, is registered as a broker/dealer under federal securities laws.  PIMS is 
also a registered member of the Financial Industry Regulatory Authority, Inc. (FINRA).  PIMS’ principal business 
address is Three Gateway Center, 14th Floor, Newark, NJ 07102.  PIMS also acts as principal underwriter with respect 
to the securities of other Prudential Financial investment companies. 
 
Distribution and Compensation   
 
The Group Contracts and Certificates are sold through broker/dealers authorized by PIMS and applicable law to do so.  
These broker/dealers may be affiliated with Prudential and PIMS.  The Contracts and Certificates are offered on a 
continuous basis. 
 
When Prudential issues an offer of coverage, Prudential will provide a Disclosure Notice to the Group Contract Holder 
about compensation that will be payable to applicable broker-dealers.  The Group Contract Holder must sign the 
Disclosure Notice and return it to Prudential before Prudential will pay any commissions.  A new disclosure must be 
signed by the Group Contract Holder with any broker of record change.  In addition, Prudential will report annually to 
the Group Contract Holder, the commissions and fees paid to the applicable broker-dealers.  
 
Compensation (commissions, overrides and any expense reimbursement allowance) is paid to such broker/dealers 
according to one or more schedules.  The individual registered representatives will receive a portion of the 
compensation, depending on the practice of the broker/dealer firm. We may also provide compensation for providing 
ongoing service in relation to the Contract. In addition, we or PIMS may enter into compensation arrangements with 
certain broker/dealer firms or branches of such firms with respect to certain or all registered representatives of such 
firms under which such firms may receive separate compensation or reimbursement for, among other things, training of 
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sales personnel, marketing or other services they provide to us or our affiliates. To the extent permitted by applicable 
rules, laws and regulations, PIMS may pay or allow other promotional incentives or payments in the form of cash or 
non-cash compensation. These arrangements may not be offered to all firms, and the terms of such arrangements may 
differ between firms. You should note that firms and individual registered representatives and branch managers within 
some firms participating in one of these compensation arrangements might receive greater compensation for selling the 
Contract than for selling a different group product that is not eligible for these compensation arrangements. While 
compensation is generally taken into account as an expense in considering the charges applicable to the product, any 
such compensation will be paid by us or PIMS, and will not result in any additional charge to you. 
 
The maximum amount Prudential Insurance will pay to the broker/dealer for group sponsored programs implemented 
before February 22, 2010 to cover both the individual representative’s commission and other distribution expenses will 
not exceed 15% of the premium payments over the term of the premium rate guaranteed period.  Commissions to 
broker/dealers will not exceed 20% of the required premium for each certificate year for group sponsored programs 
implemented on or after February 22, 2010.  In addition, supplemental compensation may be payable to the 
broker/dealer.  Under Prudential's Supplemental Commission Program, the amount payable as supplemental 
compensation may range from 0% to 7% of premium.  While the Group Variable Universal Life required premium is 
included in the program, investment premium in the Certificate Fund is not. 
 
Prudential may require the representative to return all of the first year commission if the Group Contract is not 
continued through the first year.  The commission and distribution percentages will depend on factors such as the size 
of the group involved and the amount of sales and administrative effort required in connection with the particular Group 
Contract.  In total, they will not exceed 15% of the premium payments over the term of the premium rate guaranteed 
period. Additional compensation of up to 1% of Certificate Fund value net of loans, may also be payable each year. We 
may also compensate other representatives of Prudential Insurance for referrals and other consultants for services 
rendered, as allowed by law.  The amounts paid to PIMS for its services as principal underwriter for the calendar years 
ended December 31, 2012, December 31, 2011 and December 31, 2010 were $0, $0, and $0, respectively.  Finally, 
sales representatives who meet certain productivity, profitability and persistency standards with regard to the sale of 
the Group Contract may be eligible for additional bonus compensation from Prudential Insurance. 
 
The distribution agreement between PIMS and Prudential will terminate automatically upon its assignment (as that term 
is defined in federal securities laws).  But, PIMS may transfer the agreement, without the prior written consent of 
Prudential, under the circumstances set forth in federal securities laws.  Either party may terminate the agreement at 
any time if the party gives 60 days’ written notice to the other party. 
 
Sales expenses in any year are not necessarily equal to the sales charge in that year.  Prudential may not recover its 
total sales expenses for some or all Group Contracts over the periods the Certificates for such Group Contracts are in 
effect.  To the extent that the sales charges are insufficient to cover total sales expenses, the sales expenses will be 
recovered from Prudential’s surplus, which may include amounts derived from the mortality and expense risk charge 
and the monthly cost of insurance charge.   
 
In addition, we or our affiliates may provide such compensation, payments and/or incentives to firms arising out of the 
marketing, sale and/or servicing of variable annuities or life insurance offered by different Prudential business units.  As 
of December 31, 2011, we are not aware of any firms (or their broker/dealers) that received payment or accrued a 
payment amount with respect to variable product business during 2011.     
 
Services Performed By Third Parties 
 
Prudential has the right to ask another party (referred to as a “third party”) to perform or receive transactions in its 
place.  The Group Contract Holder has the same right.  That means that, for a particular Group Contract, you may 
conduct transactions via a third party rather than directly with Prudential or the Group Contract Holder. 
 
In some cases, the third party might be another part of Prudential.  (For example, when you make premium payments 
to Prudential, they could be received by Prudential Mutual Fund Services LLC, an indirect wholly-owned subsidiary of 
Prudential Financial).  In other cases, the third party might be a third party administrator or even the group that 
sponsors the Group Contract. 
 
Prudential may make payments to third party administrators or groups sponsoring the Group Contracts for their 
services related to administration and sponsorship of the Group Contracts. 
 
Open Solution, Inc. is the Service Provider of the Prudential Alliance Account Settlement Option, a contractual 
obligation of The Prudential Insurance Company of America, located at 751 Broad Street, Newark, NJ 07102. Check 
clearing is provided by JPMorgan Chase Bank, N.A. and processing support is provided by First Data Payment 
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Services (“FDPS”).  Alliance Account balances are not insured by the Federal Deposit Insurance Corporation (“FDIC”). 
Open Solutions, Inc., JPMorgan Chase Bank, N.A., and First Data Payment Services are not Prudential Financial 
companies. 
 
The Prudential Insurance Company of America (“Prudential”) entered into an administrative agreement with Wells 
Fargo (formerly Wachovia), in which Wells Fargo provides remittance processing expertise and research and 
development capabilities.  Fees for such services vary monthly, depending on the number of remittances and 
processing methods used for varying types of remittance.  Under this agreement, Wells Fargo received from Prudential 
for remittance processing services rendered approximately $1.2 million in 2012, $1.2 million in 2011, and $1.7 million in 
2010.  For all banking operating services provided by Wells Fargo, Prudential has paid $2.7 million in 2012, $2.5 million 
in 2011, and $2.3 million in 2010. Wells Fargo's principal business address in Pennsylvania is One South Broad Street, 
Philadelphia, PA 19107.   
 
The Prudential Insurance Company of America (“Prudential”) entered into an investment accounting agreement with 
State Street Bank and Trust Company (“State Street”), in which State Street performs certain investment accounting 
and recordkeeping services to calculate the values and unit values of the subaccounts within the Account.  State 
Street’s principal business address in Massachusetts is State Street Financial Center, One Lincoln Street, Boston, MA 
02111. 
 
State Regulation 
 
Prudential is subject to regulation and supervision by the Department of Insurance of the State of New Jersey, which 
periodically examines its operations and financial condition. It is also subject to the insurance laws and regulations of all 
jurisdictions in which it is authorized to do business. We reserve the right to change the Group Contract and Certificate 
to comply with applicable state insurance laws and interpretations thereof. 
 
We are required to submit annual statements of our operations, including financial statements, to the insurance 
departments of the various jurisdictions in which we do business to determine solvency and compliance with local 
insurance laws and regulations. 
 
In addition to the annual statements referred to above, we are required to file with New Jersey and other jurisdictions a 
separate statement with respect to the operations of all our variable contract accounts, in a form promulgated by the 
National Association of Insurance Commissioners. 
 
ERISA Considerations 
 
If the Group Contract is treated as or acquired by an “employee benefit plan,” as defined under the Employee 
Retirement Income Security Act of 1974, as amended (“ERISA”), certain legal requirements may apply. 
 
Definition of an Employee Benefit Plan 
 
An “employee benefit plan” includes two broad categories of arrangements that are established by certain entities 
(employers or unions) to cover employees—“pension” plans or “welfare” plans. 
 
A “pension plan” includes any program that provides retirement income to employees, or results in a deferral of income 
by employees for periods extending to the termination of covered employment or beyond. For these purposes, the term 
“pension plan” includes, but is not limited to, retirement plans that meet tax qualification requirements (for example, a 
“401(k) plan”), as well as other arrangements which, by their operation, are intended to provide retirement income or 
deferrals beyond termination of employment. 
 
A “welfare plan” includes a program established or maintained for the purposes of providing to employees, among other 
things, medical, accident, disability, death, vacation, and unemployment benefits. 
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Group Contracts as Employee Benefit Plans 
 
Regulations issued by the United States Department of Labor (“Labor”) clarify when specific plans, programs or other 
arrangements will not be either pension or welfare plans (and thus not considered “employee benefit plans” for 
purposes of ERISA). Among other exceptions, “group” or “group-type insurance programs” offered by an insurer to 
employees of an employer will not be a “plan” where: 
 

• no contributions are made by the employer for the coverage; 
 

• participation in the program is completely voluntary for employees; 
 

• the “sole” function of the employer with respect to the program is, without endorsing the arrangement, to permit 
the insurer to publicize the program, to collect premiums through payroll deductions and to remit them to the 
insurer; and 

 
• the employer does not receive any consideration in connection with the program, other than reasonable 

compensation (excluding any profit) for administrative services actually provided in connection with payroll 
deductions. 

 
Whether or not a particular group insurance arrangement satisfies these conditions is a question of fact depending on 
the particular circumstances. You should consult counsel and other advisors to determine whether, under the facts of 
the particular case, a particular Group Contract might be treated as an “employee benefit plan” (either a pension or a 
welfare plan) subject to the requirements of ERISA. 
 
Investment of Plan Assets in a Group Contract 
 
The decision to invest employee benefit plan assets in a Group Contract is subject to rules under ERISA and/or tax law. 
Any plan fiduciary, which proposes to cause a plan to acquire a Group Contract, should consult with its counsel with 
respect to the potential legal consequences of the plan's acquisition and ownership of such Contract. 
 
Fiduciary/Prohibited Transaction Requirements under ERISA 
 
If applicable, ERISA and tax law impose certain restrictions on employee benefit plans and on persons who are (1) 
“parties in interest” (as defined under ERISA) or “disqualified persons” (as defined under the Internal Revenue Code ) 
and (2) “fiduciaries” with respect to such plans. These restrictions may, in particular, prohibit certain transactions in 
connection with a Group Contract, absent a statutory or administrative exemption. You should consult counsel and 
other advisors to determine the application of ERISA under these circumstances. 
 
For example, administrative exemptions issued by Labor under ERISA permit transactions (including the sale of 
insurance contracts like the Group Contract) between insurance agents and employee benefit plans. To be able to rely 
upon such exemptions, certain information must be disclosed to the plan fiduciary approving such purchase on behalf 
of the plan. The information that must be disclosed includes: 
 

• the relationship between the agent and the insurer; and any limitations that the agent may have in 
recommending the contracts or products of another company 

 
• a description of any charges, fees, discounts, penalties or adjustments that may be imposed in connection with 

the purchase, holding, exchange,  termination or sale of the Group Contract; and 
 

• the commissions received by the agent. 
 
Information about any applicable charges, fees, discounts, penalties or adjustments may be found in the Charges and 
Expenses section of the Group Variable Universal Life Prospectus.   
 
Execution of a Group Contract by a Group Contract Holder and an enrollment form by a Participant will be deemed an 
acknowledgment of receipt of this information and approval of transactions under the Group Contract. 
 
Performance Data 
 
Average Annual Total Returns for all active funds under the Group Contracts are computed monthly and distributed 
quarterly to Group Contract Holders to be made available to Participants. The performance information represents past 
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performance, and is no guarantee of future results.   The amounts shown reflect the daily charges for mortality and 
expense risk.  These charges are currently equal to an effective annual charge of 0.45%.  The charge is guaranteed to 
not exceed an effective annual rate of 0.90%.  The rates of return reflect the reinvestment of all dividends and capital 
gains, and the deduction of investment management fees and expenses. The rates of return do not reflect product-
related charges or administrative charges, such as charges for tax attributable to premiums or administrative expenses, 
processing fees, cost of insurance and additional benefits and transaction charges. If such charges were reflected, the 
performance quoted would be significantly lower. The Returns must be preceded or accompanied by a Group Contract 
prospectus.  
 
A personalized illustration of Death Benefits and Cash Surrender Values will reflect the Cost of Insurance and other 
charges not reflected in the quarterly performance returns, and can be obtained by contacting the Prudential Group 
Variable Universal Life Customer Service Center.  
 
Ratings and Advertisements  
 
Independent financial rating services, including Moody’s, Standard & Poor’s, Duff & Phelps and A.M. Best Company, 
rate Prudential.  These ratings reflect our financial strength and claims-paying ability.  They are not intended to rate the 
investment experience or financial strength of the Account.  We may advertise these ratings from time to time.  
Furthermore, we may include in advertisements comparisons of currently taxable and tax-deferred investment 
programs, based on selected tax brackets, or discussions of alternative investment vehicles and general economic 
conditions.   
 
Premiums 

 
Processing Premium Payments - Participants designate what portion of the Premium payments made on their behalf 
should be invested in the Subaccounts (as defined in the GVUL Prospectus).  Prudential will invest subsequent 
Premium payments made for a Participant as of the end of the Business Day such amounts, together with Premium 
payment information in good order, are received.  
 
Information in Good Order - Premium payment dollars received from the Group Contract Holder via payroll deduction, 
must be accompanied by (or preceded by) information in a format specified by Prudential, that enables Prudential to 
confirm the allocation of the entire payment to the individual Participant's accounts.  When Prudential so confirms, the 
contribution is in “good order.”  Until good order is achieved, dollars received will be held (on your behalf) in an account 
that does not bear interest.  Proper information must be received within 30 Business Days of the initial deposit date.  If 
this information is not received within 30 days, the Premium payment will be returned.  Premium payments received in 
good order will be applied same day.  The cut-off time for same day processing is generally 4:00 p.m. Eastern time, 
such earlier time that the New York Stock Exchange may close or such earlier time applicable to a particular 
Subaccount. 
 
Initial Payment - Prudential will hold any premium payment that it receives prior to the Certificate Date in non-interest 
bearing account (on your behalf).  Prudential will not pay interest on those amounts.  If Prudential receives a premium 
payment before approving your enrollment under the Group Contract, Prudential will notify the Group Contract Holder 
and request proper enrollment information.  If the proper enrollment information is not received within 30 days, the 
payment will be returned. 
 
Free Look - Prudential will invest any Net Premiums received during the first 20 days in the Fixed Account.  Prudential 
will leave the Net Premiums in the Fixed Account for those first 20 days.  After that, we will allocate the Net Premiums 
plus any interest earned to the investment options you selected.  (Under some Group Contracts, Prudential would 
invest the Net Premiums in the Series Fund Money Market Portfolio instead of the Fixed Account). 
 
Subsequent Payments - Subsequent premium payments received after the Free Look period will be credited the 
same Business Day that information is received in “good order.” 
 
Enrollment/No Allocation - If Prudential has not received complete instructions on how you want Net Premium 
invested, the Net Premium will be invested in the Fixed Account until allocation information is received.  (Again, under 
some Group Contracts, Prudential would use the Series Fund Money Market Portfolio, rather than the Fixed Account.) 
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Rules That Apply -   
 
1. Initial Premium payments received before the Certificate Date and before the proper enrollment 

information is received will be held for 30 days or until the proper enrollment information is received.  If the 
enrollment information is not received within the 30 day period, the money will be returned. 

 
2. Initial Premium payments received prior to the Certificate Date, but after the Certificate has been 

approved will be held in a non-interest bearing account until the Certificate Date, at which point it will be 
applied as stated above in the Participant’s account. 

 
3. Subsequent Premium payments received without the appropriate information will be held in a non-interest 

bearing account for 7 days, at which point in time the money will be applied to the Participant’s account or 
returned.  This applies to funds and information received from the Group Contract Holder that we do not have 
sufficient Participant data necessary to apply the money to a Participant’s account.   

 
Experts 
 
The consolidated financial statements of The Prudential Insurance Company of America and its subsidiaries as of 
December 31, 2012 and 2011 and for each of the three years in the period ended December 31, 2012 and the financial 
statements of The Prudential Variable Contract Account GI-2 as of December 31, 2012 and for each of the two years in 
the period then ended included in this Statement of Additional Information have been so included in reliance on the 
reports of PricewaterhouseCoopers LLP, an independent registered public accounting firm, given on the authority of 
said firm as experts in auditing and accounting. PricewaterhouseCoopers LLP’s principal business address is 300 
Madison Avenue, New York, New York 10017.   

 
Financial Statements 
 
The following financial statements describe the financial condition of The Prudential Company of America as well as the 
Prudential Variable Contract Account GI-2 (the “Account”).  The Account includes Subaccounts that support the Group 
Variable Universal Life insurance contracts. The financial statements of the Account should be distinguished from the 
consolidated financial statements of Prudential, which should be considered only as bearing upon the ability of 
Prudential to meet its obligations under the Group Contracts. 
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Group Variable Universal Life (Contract Series: 89759) is underwritten by The Prudential Insurance Company of 
America, 751 Broad Street, Newark, NJ 07102, and is offered through Prudential Investment Management Services 
LLC, a registered broker-dealer.  Prudential Investment Management Services LLC is a wholly-owned subsidiary of 
Prudential Financial, Inc. 



FINANCIAL STATEMENTS OF
THE GROUP VARIABLE UNIVERSAL LIFE AND PRUBENEFIT SELECT SUBACCOUNTS OF

THE PRUDENTIAL VARIABLE CONTRACT ACCOUNT GI-2

STATEMENT OF NET ASSETS
December 31, 2012

SUBACCOUNTS

Prudential
Money Market

Portfolio

Prudential
Flexible

Managed
Portfolio

Prudential Stock
Index Portfolio

Prudential Equity
Portfolio

Neuberger
Berman AMT

Short Duration
Bond Portfolio

ASSETS
Investment in the portfolio, at value . . . . . . . $2,381,421 $4,529,985 $15,315,714 $5,377,210 $1,492,274

Net Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,381,421 $4,529,985 $15,315,714 $5,377,210 $1,492,274

NET ASSETS, representing:
Equity of Participants . . . . . . . . . . . . . . . . . . . $2,381,421 $4,529,985 $15,315,714 $5,365,686 $1,492,274
Equity of the Prudential Insurance Company

of America . . . . . . . . . . . . . . . . . . . . . . . . . . 0 0 0 11,524 0

$2,381,421 $4,529,985 $15,315,714 $5,377,210 $1,492,274

Units outstanding . . . . . . . . . . . . . . . . . . . . . . 177,355 263,876 1,022,014 361,084 102,094

Portfolio shares held . . . . . . . . . . . . . . . . . . . . 238,142 254,923 429,613 200,567 136,281
Portfolio net asset value per share . . . . . . . . $ 10.00 $ 17.77 $ 35.65 $ 26.81 $ 10.95
Investment in portfolio shares, at cost . . . . . $2,381,407 $3,358,397 $10,724,065 $3,497,966 $1,518,544

STATEMENT OF OPERATIONS
For the period ended December 31, 2012

SUBACCOUNTS

Prudential
Money Market

Portfolio

Prudential
Flexible

Managed
Portfolio

Prudential Stock
Index Portfolio

Prudential Equity
Portfolio

Neuberger
Berman AMT

Short Duration
Bond Portfolio

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

INVESTMENT INCOME
Dividend income . . . . . . . . . . . . . . . . . . . . . . . $ 320 $ 84,254 $ 253,851 $ 31,487 $ 45,479

EXPENSES
Charges to contract owners for assuming

mortality risk and expense risk . . . . . . . . . 11,384 19,717 67,118 23,831 6,575

NET INVESTMENT INCOME (LOSS) . . . . . . . (11,064) 64,537 186,733 7,656 38,904

NET REALIZED AND UNREALIZED GAIN
(LOSS) ON INVESTMENTS

Capital gains distributions received . . . . . . . 0 0 44,889 0 0
Realized gain (loss) on shares redeemed . . 0 10,489 51,666 12,796 (22,757)
Net change in unrealized gain (loss) on

investments . . . . . . . . . . . . . . . . . . . . . . . . . 0 430,528 1,716,659 593,889 41,773

NET GAIN (LOSS) ON INVESTMENTS . . . . . 0 441,017 1,813,214 606,685 19,016

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
OPERATIONS . . . . . . . . . . . . . . . . . . . . . . $ (11,064) $ 505,554 $ 1,999,947 $ 614,341 $ 57,920

The accompanying notes are an integral part of these financial statements.
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SUBACCOUNTS (Continued)

DWS High
Income VIP

MFS VIT
Research Series

Portfolio

Dreyfus Variable
Investment

Opportunistic
Small Cap
Portfolio

Franklin
Templeton

Foreign
Securities Fund –

Class 2

Franklin Templeton
Developing Markets

Securities Fund –
Class 2

Prudential
Diversified Bond

Portfolio

Prudential High
Yield Bond

Portfolio

Prudential
Value

Portfolio

$3,963,495 $6,478,362 $8,698,658 $4,772,747 $3,724,207 $664,600 $974,588 $517,321

$3,963,495 $6,478,362 $8,698,658 $4,772,747 $3,724,207 $664,600 $974,588 $517,321

$3,963,495 $6,478,362 $8,698,658 $4,772,747 $3,724,207 $648,714 $974,588 $506,810

0 0 0 0 0 15,886 0 10,511

$3,963,495 $6,478,362 $8,698,658 $4,772,747 $3,724,207 $664,600 $974,588 $517,321

195,633 421,941 565,823 288,903 110,445 57,596 42,662 141,856

571,933 296,628 274,752 332,133 354,686 55,943 185,283 28,629
$ 6.93 $ 21.84 $ 31.66 $ 14.37 $ 10.50 $ 11.88 $ 5.26 $ 18.07
$3,546,224 $3,626,086 $6,283,485 $3,565,973 $2,183,795 $587,288 $886,547 $416,486

SUBACCOUNTS (Continued)

DWS High
Income VIP

MFS VIT
Research Series

Portfolio

Dreyfus Variable
Investment

Opportunistic
Small Cap
Portfolio

Franklin
Templeton

Foreign
Securities Fund –

Class 2

Franklin Templeton
Developing Markets

Securities Fund –
Class 2

Prudential
Diversified Bond

Portfolio

Prudential High
Yield Bond

Portfolio

Prudential
Value

Portfolio
01/01/2012

to
12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

$ 303,360 $ 48,986 $ 0 $ 128,278 $ 48,037 $ 28,538 $ 60,971 $ 4,252

16,803 28,126 37,090 19,441 15,875 2,796 3,927 1,767

286,557 20,860 (37,090) 108,837 32,162 25,742 57,044 2,485

0 0 0 0 0 27,988 0 0
(20,562) 41,932 (35,660) (21,846) (2,378) 912 (459) (1,675)

225,448 861,999 1,476,768 595,344 366,486 8,714 55,197 53,648

204,886 903,931 1,441,108 573,498 364,108 37,614 54,738 51,973

$ 491,443 $ 924,791 $1,404,018 $ 682,335 $ 396,270 $ 63,356 $111,782 $ 54,458

The accompanying notes are an integral part of these financial statements.

A2



FINANCIAL STATEMENTS OF
THE GROUP VARIABLE UNIVERSAL LIFE AND PRUBENEFIT SELECT SUBACCOUNTS OF

THE PRUDENTIAL VARIABLE CONTRACT ACCOUNT GI-2

STATEMENT OF NET ASSETS
December 31, 2012

SUBACCOUNTS

Prudential
Jennison
Portfolio

Prudential
Global

Portfolio

American
Century VP
Balanced

Fund

American
Century VP

International
Fund

American
Century VP

Value
Fund

ASSETS
Investment in the portfolio, at value . . . . . . . . . . . . . . . . . . $2,472,213 $274,459 $91,472 $81,830 $264,918

Net Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,472,213 $274,459 $91,472 $81,830 $264,918

NET ASSETS, representing:
Equity of Participants . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,472,213 $264,282 $91,472 $81,830 $264,918
Equity of the Prudential Insurance Company

of America . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0 10,177 0 0 0

$2,472,213 $274,459 $91,472 $81,830 $264,918

Units outstanding . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 194,276 128,355 5,517 5,669 11,894

Portfolio shares held . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 91,631 14,024 12,829 9,163 40,632
Portfolio net asset value per share . . . . . . . . . . . . . . . . . . . $ 26.98 $ 19.57 $ 7.13 $ 8.93 $ 6.52
Investment in portfolio shares, at cost . . . . . . . . . . . . . . . . $1,363,727 $190,404 $74,396 $56,610 $219,134

STATEMENT OF OPERATIONS
For the period ended December 31, 2012

SUBACCOUNTS

Prudential
Jennison
Portfolio

Prudential
Global

Portfolio

American
Century VP
Balanced

Fund

American
Century VP

International
Fund

American
Century VP

Value
Fund

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

INVESTMENT INCOME
Dividend income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,786 $ 4,331 $ 1,839 $ 596 $ 5,294

EXPENSES
Charges to contract owners for assuming

mortality risk and expense risk . . . . . . . . . . . . . . . . . . . . 10,920 927 398 328 1,265

NET INVESTMENT INCOME (LOSS) . . . . . . . . . . . . . . . . . . (7,134) 3,404 1,441 268 4,029

NET REALIZED AND UNREALIZED GAIN
(LOSS) ON INVESTMENTS

Capital gains distributions received . . . . . . . . . . . . . . . . . . 0 0 0 0 0
Realized gain (loss) on shares redeemed . . . . . . . . . . . . . (3,987) (886) (8) 41 2,793
Net change in unrealized gain (loss) on

investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 325,395 36,318 7,802 13,584 29,694

NET GAIN (LOSS) ON INVESTMENTS . . . . . . . . . . . . . . . . 321,408 35,432 7,794 13,625 32,487

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
OPERATIONS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 314,274 $ 38,836 $ 9,235 $13,893 $ 36,516

The accompanying notes are an integral part of these financial statements.
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SUBACCOUNTS (Continued)

T.Rowe Price
Mid-Cap Growth

Portfolio

T.Rowe Price
New America

Growth Portfolio

Prudential Small
Capitalization

Stock Portfolio

MFS VIT
Research Bond
Series Portfolio

T.Rowe Price
Equity Income

Portfolio

Neuberger
Berman AMT

Partners
Portfolio

Janus Aspen
Worldwide
Portfolio –
Institutional

Shares

MFS VIT Strategic
Income Series

Portfolio

$4,743,159 $446,370 $860,490 $129,517 $7,090,077 $21,453 $332,274 $89,377

$4,743,159 $446,370 $860,490 $129,517 $7,090,077 $21,453 $332,274 $89,377

$4,743,159 $446,370 $860,490 $129,517 $7,090,077 $12,403 $332,274 $89,377

0 0 0 0 0 9,050 0 0

$4,743,159 $446,370 $860,490 $129,517 $7,090,077 $21,453 $332,274 $89,377

159,294 31,512 28,565 6,132 390,509 10,484 29,418 4,197

215,598 19,690 46,363 9,601 318,369 1,849 10,809 8,520
$ 22.00 $ 22.67 $ 18.56 $ 13.49 $ 22.27 $ 11.60 $ 30.74 $ 10.49
$4,095,379 $340,597 $656,898 $101,299 $5,369,177 $14,680 $225,473 $80,001

SUBACCOUNTS (Continued)

T.Rowe Price
Mid-Cap Growth

Portfolio

T.Rowe Price
New America

Growth Portfolio

Prudential Small
Capitalization

Stock Portfolio

MFS VIT
Research Bond
Series Portfolio

T.Rowe Price
Equity Income

Portfolio

Neuberger
Berman AMT

Partners
Portfolio

Janus Aspen
Worldwide
Portfolio –
Institutional

Shares

MFS VIT Strategic
Income Series

Portfolio
01/01/2012

to
12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

$ 0 $ 2,116 $ 5,104 $ 6,015 $ 145,339 $ 96 $ 2,845 $ 5,002

20,169 1,895 3,824 977 30,117 245 1,467 390

(20,169) 221 1,280 5,038 115,222 (149) 1,378 4,612

436,709 2,693 42,518 1,439 0 0 0 0
(29,078) (2,963) (6,362) 18,012 13,184 9,683 9,962 99

132,042 44,706 73,596 (10,030) 849,046 (7,217) 46,783 3,782

539,673 44,436 109,752 9,421 862,230 2,466 56,745 3,881

$ 519,504 $ 44,657 $111,032 $ 14,459 $ 977,452 $ 2,317 $ 58,123 $ 8,493

The accompanying notes are an integral part of these financial statements.
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FINANCIAL STATEMENTS OF
THE GROUP VARIABLE UNIVERSAL LIFE AND PRUBENEFIT SELECT SUBACCOUNTS OF

THE PRUDENTIAL VARIABLE CONTRACT ACCOUNT GI-2

STATEMENT OF NET ASSETS
December 31, 2012

SUBACCOUNTS

Janus Aspen
Janus Portfolio –

Institutional
Shares

Janus Aspen
Overseas
Portfolio –

Institutional
Shares

Lazard
Retirement

U.S. Small-Mid
Cap Equity

Portfolio

Janus Aspen
Enterprise
Portfolio –

Institutional
Shares

AllianceBernstein
VPS Real Estate

Investment
Portfolio

ASSETS
Investment in the portfolio, at value . . . . . . . . $61,865 $122,975 $ 65,436 $3,434,982 $211,050

Net Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . $61,865 $122,975 $ 65,436 $3,434,982 $211,050

NET ASSETS, representing:
Equity of Participants . . . . . . . . . . . . . . . . . . . $61,865 $122,975 $ 65,436 $3,434,982 $211,050
Equity of the Prudential Insurance Company

of America . . . . . . . . . . . . . . . . . . . . . . . . . . 0 0 0 0 0

$61,865 $122,975 $ 65,436 $3,434,982 $211,050

Units outstanding . . . . . . . . . . . . . . . . . . . . . . 5,128 5,503 3,614 213,985 6,337

Portfolio shares held . . . . . . . . . . . . . . . . . . . . 2,339 3,240 8,964 76,725 17,229
Portfolio net asset value per share . . . . . . . . $ 26.45 $ 37.96 $ 7.30 $ 44.77 $ 12.25
Investment in portfolio shares, at cost . . . . . . $34,262 $ 66,859 $ 72,956 $1,685,479 $185,708

STATEMENT OF OPERATIONS
For the period ended December 31, 2012

SUBACCOUNTS

Janus Aspen
Janus Portfolio –

Institutional
Shares

Janus Aspen
Overseas
Portfolio –

Institutional
Shares

Lazard
Retirement

U.S. Small-Mid
Cap Equity

Portfolio

Janus Aspen
Enterprise
Portfolio –

Institutional
Shares

AllianceBernstein
VPS Real Estate

Investment
Portfolio

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

INVESTMENT INCOME
Dividend income . . . . . . . . . . . . . . . . . . . . . . . $ 371 $ 819 $ 0 $ 0 $ 1,761

EXPENSES
Charges to contract owners for assuming

mortality risk and expense risk . . . . . . . . . . 296 555 298 14,663 770

NET INVESTMENT INCOME (LOSS) . . . . . . . 75 264 (298) (14,663) 991

NET REALIZED AND UNREALIZED GAIN
(LOSS) ON INVESTMENTS

Capital gains distributions received . . . . . . . . 1,211 12,222 18,619 0 18,920
Realized gain (loss) on shares redeemed . . 4,055 3,156 (234) 23,294 (257)
Net change in unrealized gain (loss) on

investments . . . . . . . . . . . . . . . . . . . . . . . . . 5,314 413 (11,913) 476,271 10,370

NET GAIN (LOSS) ON INVESTMENTS . . . . . 10,580 15,791 6,472 499,565 29,033

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
OPERATIONS . . . . . . . . . . . . . . . . . . . . . . . $10,655 $ 16,055 $ 6,174 $ 484,902 $ 30,024

The accompanying notes are an integral part of these financial statements.
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SUBACCOUNTS (Continued)

DWS Government
& Agency

Securities VIP

Prudential
Conservative

Balanced
Portfolio

Prudential
Jennison 20/20
Focus Portfolio

Dreyfus Variable
Investment Fund

International Equity
Portfolio

DWS Dreman
Small Mid Cap

Value VIP

Lazard
Retirement
Emerging

Markets Equity
Portfolio

T. Rowe Price
Personal
Strategy
Balanced
Portfolio

Franklin
Templeton

Growth
Securities

Fund

$22,442 $1,652,036 $120,823 $387,457 $103,574 $1,639,945 $316,712 $ 0

$22,442 $1,652,036 $120,823 $387,457 $103,574 $1,639,945 $316,712 $ 0

$ 8,488 $1,636,260 $120,823 $387,457 $103,574 $1,639,945 $316,712 $ 0

13,954 15,776 0 0 0 0 0 0

$22,442 $1,652,036 $120,823 $387,457 $103,574 $1,639,945 $316,712 $ 0

10,549 121,481 8,901 29,235 6,708 115,999 22,535 0

1,768 92,968 7,585 22,981 8,104 73,805 16,200 0
$ 12.69 $ 17.77 $ 15.93 $ 16.86 $ 12.78 $ 22.22 $ 19.55 $ 0.00
$21,713 $1,346,209 $110,998 $331,568 $ 88,804 $1,534,451 $293,029 $ 0

SUBACCOUNTS (Continued)

DWS Government
& Agency

Securities VIP

Prudential
Conservative

Balanced
Portfolio

Prudential
Jennison 20/20
Focus Portfolio

Dreyfus Variable
Investment Fund

International Equity
Portfolio

DWS Dreman
Small Mid Cap

Value VIP

Lazard
Retirement
Emerging

Markets Equity
Portfolio

T. Rowe Price
Personal
Strategy
Balanced
Portfolio

Franklin
Templeton

Growth
Securities

Fund
01/01/2012

to
12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

3/27/2012*

$ 848 $ 30,225 $ 0 $ 1,372 $ 931 $ 25,053 $ 5,154 $ 0

37 6,654 461 1,410 363 6,612 1,123 0

811 23,571 (461) (38) 568 18,441 4,031 0

460 0 3,462 0 0 18,189 8,542 0
(9) 1,432 (2,260) (2,559) (915) (23,107) (970) 5,315

(671) 115,642 6,239 63,422 8,017 250,099 17,023 (3,466)

(220) 117,074 7,441 60,863 7,102 245,181 24,595 1,849

$ 591 $ 140,645 $ 6,980 $ 60,825 $ 7,670 $ 263,622 $ 28,626 $ 1,849

The accompanying notes are an integral part of these financial statements.
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FINANCIAL STATEMENTS OF
THE GROUP VARIABLE UNIVERSAL LIFE AND PRUBENEFIT SELECT SUBACCOUNTS OF

THE PRUDENTIAL VARIABLE CONTRACT ACCOUNT GI-2

STATEMENT OF NET ASSETS
December 31, 2012

SUBACCOUNTS

Neuberger
Berman Advisers

Management
Trust Growth

Portfolio

Prudential
Government

Income
Portfolio

Prudential
Natural

Resources
Portfolio

T. Rowe Price
International

Stock Portfolio
Invesco V.I. Core

Equity Fund

ASSETS
Investment in the portfolio, at value . . . . . . . . $19,521 $13,076 $17,083 $21,779 $14,895

Net Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . $19,521 $13,076 $17,083 $21,779 $14,895

NET ASSETS, representing:
Equity of Participants . . . . . . . . . . . . . . . . . . . . $ 0 $ 443 $ 76 $ 2,304 $ 3,129
Equity of the Prudential Insurance Company

of America . . . . . . . . . . . . . . . . . . . . . . . . . . . 19,521 12,633 17,007 19,475 11,766

$19,521 $13,076 $17,083 $21,779 $14,895

Units outstanding . . . . . . . . . . . . . . . . . . . . . . . 1,000 1,035 1,005 1,120 12,659

Portfolio shares held . . . . . . . . . . . . . . . . . . . . 934 1,076 505 1,567 494
Portfolio net asset value per share . . . . . . . . . $ 20.91 $ 12.15 $ 33.83 $ 13.90 $ 30.14
Investment in portfolio shares, at cost . . . . . . $ 9,831 $12,387 $13,008 $12,988 $12,905

STATEMENT OF OPERATIONS
For the period ended December 31, 2012

SUBACCOUNTS

Neuberger
Berman Advisers

Management
Trust Growth

Portfolio

Prudential
Government

Income
Portfolio

Prudential
Natural

Resources
Portfolio

T. Rowe Price
International

Stock Portfolio
Invesco V.I. Core

Equity Fund
01/01/2012

to
12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

INVESTMENT INCOME
Dividend income . . . . . . . . . . . . . . . . . . . . . . . $ 0 $ 266 $ 80 $ 262 $ 141

EXPENSES
Charges to contract owners for assuming

mortality risk and expense risk . . . . . . . . . . 86 58 79 88 7

NET INVESTMENT INCOME (LOSS) . . . . . . . . (86) 208 1 174 134

NET REALIZED AND UNREALIZED GAIN
(LOSS) ON INVESTMENTS

Capital gains distributions received . . . . . . . . 0 409 1,379 0 0
Realized gain (loss) on shares redeemed . . . 43 (1) 4 (23) 0
Net change in unrealized gain (loss) on

investments . . . . . . . . . . . . . . . . . . . . . . . . . 2,151 (219) (1,896) 3,067 1,679

NET GAIN (LOSS) ON INVESTMENTS . . . . . . 2,194 189 (513) 3,044 1,679

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
OPERATIONS . . . . . . . . . . . . . . . . . . . . . . . $ 2,108 $ 397 $ (512) $ 3,218 $ 1,813

The accompanying notes are an integral part of these financial statements.
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SUBACCOUNTS (Continued)

Fidelity VIP
Equity-Income

Portfolio – Service
Class

PIMCO VIT
Long-Term

U.S
Government

Portfolio
DWS Capital
Growth VIP

Franklin
Templeton

Mutual Global
Discovery
Securities

Fund – Class 2
PIMCO VIT Total
Return Portfolio

AllianceBernstein
VPS International
Growth Portfolio

AllianceBernstein
VPS International

Value Portfolio

Fidelity VIP
Freedom 2015

Portfolio

$80,675 $101,124 $311,110 $149,077 $147,844 $182,544 $ 0 $319,311

$80,675 $101,124 $311,110 $149,077 $147,844 $182,544 $ 0 $319,311

$70,849 $ 82,888 $298,986 $137,449 $120,813 $173,785 $ 0 $306,385

9,826 18,236 12,124 11,628 27,031 8,759 0 12,926

$80,675 $101,124 $311,110 $149,077 $147,844 $182,544 $ 0 $319,311

83,012 55,331 255,736 128,227 69,072 27,809 0 266,875

4,060 8,188 14,551 7,391 12,800 10,656 0 28,485
$ 19.87 $ 12.35 $ 21.38 $ 20.17 $ 11.55 $ 17.13 $ 0.00 $ 11.21
$74,348 $ 96,183 $246,252 $143,560 $140,022 $167,306 $ 0 $283,016

SUBACCOUNTS (Continued)

Fidelity VIP
Equity-Income

Portfolio – Service
Class

PIMCO VIT
Long-Term

U.S
Government

Portfolio
DWS Capital
Growth VIP

Franklin
Templeton

Mutual Global
Discovery
Securities

Fund – Class 2
PIMCO VIT Total
Return Portfolio

AllianceBernstein
VPS International
Growth Portfolio

AllianceBernstein
VPS International

Value Portfolio

Fidelity VIP
Freedom 2015

Portfolio
01/01/2012

to
12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

4/27/2012*

01/01/2012
to

12/31/2012

$ 2,337 $ 1,948 $ 2,516 $ 3,421 $ 3,461 $ 2,137 $ 0 $ 5,973

129 160 642 257 372 590 36 585

2,208 1,788 1,874 3,164 3,089 1,547 (36) 5,388

4,506 9,700 0 6,906 2,768 0 0 4,738
(618) (34) (336) (520) (8) (2,988) 1,205 (969)

4,076 (7,755) 32,375 4,890 5,972 18,280 4,574 17,045

7,964 1,911 32,039 11,276 8,732 15,292 5,779 20,814

$10,172 $ 3,699 $ 33,913 $ 14,440 $ 11,821 $ 16,839 $5,743 $ 26,202

The accompanying notes are an integral part of these financial statements.
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FINANCIAL STATEMENTS OF
THE GROUP VARIABLE UNIVERSAL LIFE AND PRUBENEFIT SELECT SUBACCOUNTS OF

THE PRUDENTIAL VARIABLE CONTRACT ACCOUNT GI-2

STATEMENT OF NET ASSETS
December 31, 2012

SUBACCOUNTS

Invesco V.I.
International
Growth Fund

Franklin
Templeton
Large Cap

Value
Securities

Fund

Franklin
Templeton

Global Bond
Securities

Fund –
Class 2

JPMorgan
Insurance

Trust
Intrepid
Mid Cap
Portfolio

Neuberger
Berman AMT

Mid-Cap
Growth

Portfolio

ASSETS
Investment in the portfolio, at value . . . . . . . . . . . . . . . . $206,898 $77,950 $293,776 $12,397 $193,365

Net Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $206,898 $77,950 $293,776 $12,397 $193,365

NET ASSETS, representing:
Equity of Participants . . . . . . . . . . . . . . . . . . . . . . . . . . . $195,987 $67,847 $277,051 $ 1,756 $181,113
Equity of the Prudential Insurance Company

of America . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,911 10,103 16,725 10,641 12,252

$206,898 $77,950 $293,776 $12,397 $193,365

Units outstanding . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 190,314 77,153 163,745 11,650 158,088

Portfolio shares held . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,890 7,042 15,089 705 6,244
Portfolio net asset value per share . . . . . . . . . . . . . . . . $ 30.03 $ 11.07 $ 19.47 $ 17.58 $ 30.97
Investment in portfolio shares, at cost . . . . . . . . . . . . . . $192,919 $66,324 $267,573 $ 8,102 $146,203

STATEMENT OF OPERATIONS
For the period ended December 31, 2012

SUBACCOUNTS

Invesco V.I.
International
Growth Fund

Franklin
Templeton
Large Cap

Value
Securities

Fund

Franklin
Templeton

Global Bond
Securities

Fund –
Class 2

JPMorgan
Insurance

Trust
Intrepid
Mid Cap
Portfolio

Neuberger
Berman AMT

Mid-Cap
Growth

Portfolio
01/01/2012

to
12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

INVESTMENT INCOME
Dividend income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,306 $ 1,135 $ 18,879 $ 94 $ 0

EXPENSES
Charges to contract owners for assuming

mortality risk and expense risk . . . . . . . . . . . . . . . . . . 278 147 623 4 393

NET INVESTMENT INCOME (LOSS) . . . . . . . . . . . . . . . 2,028 988 18,256 90 (393)

NET REALIZED AND UNREALIZED GAIN
(LOSS) ON INVESTMENTS

Capital gains distributions received . . . . . . . . . . . . . . . . 0 0 474 0 0
Realized gain (loss) on shares redeemed . . . . . . . . . . (237) (122) (2,248) 0 (101)
Net change in unrealized gain (loss) on

investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,271 7,522 20,755 1,631 17,276

NET GAIN (LOSS) ON INVESTMENTS . . . . . . . . . . . . . 13,034 7,400 18,981 1,631 17,175

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
OPERATIONS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 15,062 $ 8,388 $ 37,237 $ 1,721 $ 16,782

The accompanying notes are an integral part of these financial statements.
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SUBACCOUNTS (Continued)

Fidelity VIP
Mid Cap

Portfolio –
Service Class

Franklin
Templeton
Strategic
Income

Securities
Fund – Class 2

Fidelity VIP
Value Strategies

Portfolio –
Service Class

Fidelity VIP
Money Market

Portfolio

Fidelity VIP
Freedom

2025
Portfolio

Fidelity VIP
Contrafund
Portfolio –

Service
Class

Fidelity VIP
Freedom 2020

Portfolio –
Service Class

Fidelity VIP Index
500 Portfolio –
Service Class

$162,928 $65,681 $158,343 $1,007,108 $48,892 $72,378 $56,762 $602,255

$162,928 $65,681 $158,343 $1,007,108 $48,892 $72,378 $56,762 $602,255

$150,290 $50,980 $147,712 $ 996,399 $37,387 $60,559 $45,189 $585,277

12,638 14,701 10,631 10,709 11,505 11,819 11,573 16,978

$162,928 $65,681 $158,343 $1,007,108 $48,892 $72,378 $56,762 $602,255

135,701 44,209 149,068 938,640 42,181 62,628 49,043 556,124

5,361 5,115 14,291 1,007,108 4,373 2,746 5,073 4,167
$ 30.39 $ 12.84 $ 11.08 $ 1.00 $ 11.18 $ 26.36 $ 11.19 $ 144.53
$144,471 $59,767 $113,900 $1,007,106 $43,669 $57,192 $49,755 $519,176

SUBACCOUNTS (Continued)

Fidelity VIP
Mid Cap

Portfolio –
Service Class

Franklin
Templeton
Strategic
Income

Securities
Fund – Class 2

Fidelity VIP
Value Strategies

Portfolio –
Service Class

Fidelity VIP
Money Market

Portfolio

Fidelity VIP
Freedom

2025
Portfolio

Fidelity VIP
Contrafund
Portfolio –

Service
Class

Fidelity VIP
Freedom 2020

Portfolio –
Service Class

Fidelity VIP Index
500 Portfolio –
Service Class

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

$ 753 $ 3,998 $ 751 $ 320 $ 866 $ 828 $ 1,077 $ 11,612

277 101 313 1,928 64 109 150 1,073

476 3,897 438 (1,608) 802 719 927 10,539

12,820 67 0 0 431 0 635 4,650
(442) 50 (1,247) 0 (37) (25) 1,778 (379)

531 2,435 31,853 0 3,234 6,527 4,884 48,082

12,909 2,552 30,606 0 3,628 6,502 7,297 52,353

$ 13,385 $ 6,449 $ 31,044 $ (1,608) $ 4,430 $ 7,221 $ 8,224 $ 62,892

The accompanying notes are an integral part of these financial statements.
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FINANCIAL STATEMENTS OF
THE GROUP VARIABLE UNIVERSAL LIFE AND PRUBENEFIT SELECT SUBACCOUNTS OF

THE PRUDENTIAL VARIABLE CONTRACT ACCOUNT GI-2

STATEMENT OF NET ASSETS
December 31, 2012

SUBACCOUNTS

PIMCO VIT Low
Duration Portfolio

PIMCO VIT
Short-Term

Portfolio
DWS Small Cap

Index VIP

Royce
Micro-Cap
Portfolio

Royce
Small-Cap
Portfolio

ASSETS
Investment in the portfolio, at value . . . . . . . . . . . . $165,151 $789,250 $38,084 $135,148 $24,193

Net Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $165,151 $789,250 $38,084 $135,148 $24,193

NET ASSETS, representing:
Equity of Participants . . . . . . . . . . . . . . . . . . . . . . . $151,911 $777,554 $26,906 $124,259 $12,408
Equity of the Prudential Insurance Company

of America . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,240 11,696 11,178 10,889 11,785

$165,151 $789,250 $38,084 $135,148 $24,193

Units outstanding . . . . . . . . . . . . . . . . . . . . . . . . . . 122,425 674,779 34,075 126,861 20,529

Portfolio shares held . . . . . . . . . . . . . . . . . . . . . . . . 15,320 76,701 2,809 12,342 2,193
Portfolio net asset value per share . . . . . . . . . . . . $ 10.78 $ 10.29 $ 13.56 $ 10.95 $ 11.03
Investment in portfolio shares, at cost . . . . . . . . . . $157,512 $779,258 $30,225 $126,133 $22,824

STATEMENT OF OPERATIONS
For the period ended December 31, 2012

SUBACCOUNTS

PIMCO VIT Low
Duration Portfolio

PIMCO VIT
Short-Term

Portfolio
DWS Small Cap

Index VIP

Royce
Micro-Cap
Portfolio

Royce
Small-Cap
Portfolio

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

INVESTMENT INCOME
Dividend income . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,724 $ 6,224 $ 276 $ 0 $ 26

EXPENSES
Charges to contract owners for assuming

mortality risk and expense risk . . . . . . . . . . . . . . 312 1,651 49 244 23

NET INVESTMENT INCOME (LOSS) . . . . . . . . . . . 2,412 4,573 227 (244) 3

NET REALIZED AND UNREALIZED GAIN
(LOSS) ON INVESTMENTS

Capital gains distributions received . . . . . . . . . . . . 0 1,418 7 2,701 595
Realized gain (loss) on shares redeemed . . . . . . 106 (16) (103) (2,268) (23)
Net change in unrealized gain (loss) on

investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,376 11,189 4,076 6,063 2,008

NET GAIN (LOSS) ON INVESTMENTS . . . . . . . . . 5,482 12,591 3,980 6,496 2,580

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
OPERATIONS . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7,894 $ 17,164 $ 4,207 $ 6,252 $ 2,583

The accompanying notes are an integral part of these financial statements.
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SUBACCOUNTS (Continued)

AllianceBernstein
VPS Small Cap

Growth Portfolio
Invesco V.I. Small
Cap Equity Fund

Franklin Templeton
Small Cap Value

Securities Fund –
Class 2

Fidelity VIP
Freedom

2030
Portfolio

Lazard
Retirement

International
Equity Portfolio

AST Balanced
Asset Allocation

Portfolio

AST Wellington
Management

Hedged Equity
Portfolio

AST Preservation
Asset Allocation

Portfolio

$201,738 $51,011 $401,478 $53,628 $32,485 $24,618 $108,639 $374,487

$201,738 $51,011 $401,478 $53,628 $32,485 $24,618 $108,639 $374,487

$188,223 $38,707 $387,386 $42,481 $16,163 $12,746 $ 98,526 $362,357

13,515 12,304 14,092 11,147 16,322 11,872 10,113 12,130

$201,738 $51,011 $401,478 $53,628 $32,485 $24,618 $108,639 $374,487

149,320 41,459 340,805 48,377 19,902 19,570 87,131 302,673

10,640 2,729 22,023 4,934 2,921 2,099 10,919 31,078
$ 18.96 $ 18.69 $ 18.23 $ 10.87 $ 11.12 $ 11.73 $ 9.95 $ 12.05
$138,920 $39,171 $283,247 $45,392 $26,662 $23,930 $101,033 $351,472

SUBACCOUNTS (Continued)

AllianceBernstein
VPS Small Cap

Growth Portfolio
Invesco V.I. Small
Cap Equity Fund

Franklin Templeton
Small Cap Value

Securities Fund –
Class 2

Fidelity VIP
Freedom

2030
Portfolio

Lazard
Retirement

International
Equity Portfolio

AST Balanced
Asset Allocation

Portfolio

AST Wellington
Management

Hedged Equity
Portfolio

AST Preservation
Asset Allocation

Portfolio
01/01/2012

to
12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

$ 0 $ 0 $ 2,556 $ 1,053 $ 508 $ 222 $ 263 $ 3,678

437 84 740 90 35 23 182 708

(437) (84) 1,816 963 473 199 81 2,970

7,122 0 0 408 0 711 0 19,067
(11) (4) (252) 8 (16) (16) (81) (310)

19,152 5,514 53,966 4,326 5,193 1,586 8,908 6,517

26,263 5,510 53,714 4,742 5,177 2,281 8,827 25,274

$ 25,826 $ 5,426 $ 55,530 $ 5,705 $ 5,650 $ 2,480 $ 8,908 $ 28,244

The accompanying notes are an integral part of these financial statements.
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FINANCIAL STATEMENTS OF
THE GROUP VARIABLE UNIVERSAL LIFE AND PRUBENEFIT SELECT SUBACCOUNTS OF

THE PRUDENTIAL VARIABLE CONTRACT ACCOUNT GI-2

STATEMENT OF NET ASSETS
December 31, 2012

SUBACCOUNTS
JPMorgan

Insurance Trust
Core Bond
Portfolio

JPMorgan
Insurance Trust

U.S. Equity
Portfolio

JPMorgan
Insurance Trust

International
Equity Portfolio

JPMorgan
Insurance Trust

Small Cap
Portfolio

ASSETS
Investment in the portfolio, at value . . . . . . . . . . . . . . . . . $22,065 $57,707 $35,253 $21,709

Net Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $22,065 $57,707 $35,253 $21,709

NET ASSETS, representing:
Equity of Participants . . . . . . . . . . . . . . . . . . . . . . . . . . . . $22,065 $57,707 $35,253 $21,709
Equity of the Prudential Insurance Company

of America . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0 0 0 0

$22,065 $57,707 $35,253 $21,709

Units outstanding . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,445 4,609 2,422 1,093

Portfolio shares held . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,873 3,273 3,354 1,278
Portfolio net asset value per share . . . . . . . . . . . . . . . . . $ 11.78 $ 17.63 $ 10.51 $ 16.98
Investment in portfolio shares, at cost . . . . . . . . . . . . . . . $23,686 $42,995 $34,034 $13,889

STATEMENT OF OPERATIONS
For the period ended December 31, 2012

SUBACCOUNTS
JPMorgan

Insurance Trust
Core Bond
Portfolio

JPMorgan
Insurance Trust

U.S. Equity
Portfolio

JPMorgan
Insurance Trust

International
Equity Portfolio

JPMorgan
Insurance Trust

Small Cap
Portfolio

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

01/01/2012
to

12/31/2012

INVESTMENT INCOME
Dividend income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 956 $ 792 $ 673 $ 40

EXPENSES
Charges to contract owners for assuming

mortality risk and expense risk . . . . . . . . . . . . . . . . . . . 97 244 143 90

NET INVESTMENT INCOME (LOSS) . . . . . . . . . . . . . . . . 859 548 530 (50)

NET REALIZED AND UNREALIZED GAIN
(LOSS) ON INVESTMENTS

Capital gains distributions received . . . . . . . . . . . . . . . . . 0 0 0 0
Realized gain (loss) on shares redeemed . . . . . . . . . . . (281) (3) (58) 24
Net change in unrealized gain (loss) on

investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 444 7,754 5,528 3,487

NET GAIN (LOSS) ON INVESTMENTS . . . . . . . . . . . . . . 163 7,751 5,470 3,511

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
OPERATIONS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,022 $ 8,299 $ 6,000 $ 3,461

The accompanying notes are an integral part of these financial statements.
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FINANCIAL STATEMENTS OF
THE GROUP VARIABLE UNIVERSAL LIFE AND PRUBENEFIT SELECT SUBACCOUNTS OF

THE PRUDENTIAL VARIABLE CONTRACT ACCOUNT GI-2

STATEMENT OF CHANGES IN NET ASSETS
For the periods ended December 31, 2012 and 2011

SUBACCOUNTS

Prudential Money Market
Portfolio

Prudential Flexible Managed
Portfolio

Prudential Stock Index
Portfolio

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

OPERATIONS
Net investment income (loss) . . . . . . . $ (11,064) $ (14,356) $ 64,537 $ 60,984 $ 186,733 $ 155,054
Capital gains distributions

received . . . . . . . . . . . . . . . . . . . . . . 0 0 0 0 44,889 0
Realized gain (loss) on shares

redeemed . . . . . . . . . . . . . . . . . . . . . 0 0 10,489 12,591 51,666 19,880
Net change in unrealized gain (loss)

on investments . . . . . . . . . . . . . . . . 0 0 430,528 81,067 1,716,659 72,683

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
OPERATIONS . . . . . . . . . . . . . . . . . (11,064) (14,356) 505,554 154,642 1,999,947 247,617

CONTRACT OWNER
TRANSACTIONS

Participant or contract holder net
payments . . . . . . . . . . . . . . . . . . . . . 0 0 0 0 0 9,122

Policy loans, net of repayment and
interest . . . . . . . . . . . . . . . . . . . . . . . (681) (4,403) (2,552) (2,108) (8,331) (201)

Surrenders, withdrawals and death
benefits . . . . . . . . . . . . . . . . . . . . . . . (405,215) (700,167) (249,597) (222,424) (993,337) (558,634)

Net transfers between other
subaccounts or fixed rate option . . (393,599) 47,465 294,809 121,824 697,754 691,454

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
CONTRACT OWNER
TRANSACTIONS . . . . . . . . . . . . . . (799,495) (657,105) 42,660 (102,708) (303,914) 141,741

NET INCREASE (DECREASE) IN NET
ASSETS RETAINED IN THE
ACCOUNT . . . . . . . . . . . . . . . . . . . . 0 0 0 (14,220) 0 0

TOTAL INCREASE (DECREASE) IN
NET ASSETS . . . . . . . . . . . . . . . . . (810,559) (671,461) 548,214 37,714 1,696,033 389,358

NET ASSETS
Beginning of period . . . . . . . . . . . . . . . 3,191,980 3,863,441 3,981,771 3,944,057 13,619,681 13,230,323

End of period . . . . . . . . . . . . . . . . . . . . $2,381,421 $3,191,980 $4,529,985 $3,981,771 $15,315,714 $13,619,681

Beginning units . . . . . . . . . . . . . . . . . . 236,679 285,246 261,794 278,399 1,046,705 1,031,930

Units issued . . . . . . . . . . . . . . . . . . . . . 106,894 132,843 79,789 82,676 245,492 283,859
Units redeemed . . . . . . . . . . . . . . . . . . (166,218) (181,410) (77,707) (99,281) (270,183) (269,084)

Ending units . . . . . . . . . . . . . . . . . . . . . 177,355 236,679 263,876 261,794 1,022,014 1,046,705

The accompanying notes are an integral part of these financial statements.
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SUBACCOUNTS (Continued)

Prudential Equity
Portfolio

Neuberger Berman AMT
Short Duration
Bond Portfolio DWS High Income VIP

MFS VIT Research
Series Portfolio

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

$ 7,656 $ 11,882 $ 38,904 $ 50,628 $ 286,557 $ 280,984 $ 20,860 $ 23,350

0 0 0 0 0 0 0 0

12,796 47,127 (22,757) (41,507) (20,562) (46,424) 41,932 53,836

593,889 (228,900) 41,773 (10,062) 225,448 (114,092) 861,999 (113,760)

614,341 (169,891) 57,920 (941) 491,443 120,468 924,791 (36,574)

4,938 1,104 0 0 0 0 0 0

(4,041) (11,248) (153) 72 (1,101) (6,997) (2,520) (19,307)

(400,465) (222,757) (96,203) (110,036) (164,583) (218,034) (269,141) (259,066)

260,325 182,857 108,677 76,698 268,379 176,083 142,164 170,532

(139,243) (50,044) 12,321 (33,266) 102,695 (48,948) (129,497) (107,841)

0 0 0 0 0 0 0 0

475,098 (219,935) 70,241 (34,207) 594,138 71,520 795,294 (144,415)

4,902,112 5,122,047 1,422,033 1,456,240 3,369,357 3,297,837 5,683,068 5,827,483

$5,377,210 $4,902,112 $1,492,274 $1,422,033 $3,963,495 $3,369,357 $6,478,362 $5,683,068

367,675 366,647 101,313 103,584 190,265 192,502 432,168 439,151

97,615 108,633 36,413 39,684 58,108 58,676 91,217 103,117
(104,206) (107,605) (35,632) (41,955) (52,740) (60,913) (101,444) (110,100)

361,084 367,675 102,094 101,313 195,633 190,265 421,941 432,168

The accompanying notes are an integral part of these financial statements.
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FINANCIAL STATEMENTS OF
THE GROUP VARIABLE UNIVERSAL LIFE AND PRUBENEFIT SELECT SUBACCOUNTS OF

THE PRUDENTIAL VARIABLE CONTRACT ACCOUNT GI-2

STATEMENT OF CHANGES IN NET ASSETS
For the periods ended December 31, 2012 and 2011

SUBACCOUNTS
Dreyfus Variable Investment

Opportunistic Small Cap
Portfolio

Franklin Templeton Foreign
Securities Fund – Class 2

Franklin Templeton
Developing Markets

Securities Fund – Class 2
01/01/2012

to
12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

OPERATIONS
Net investment income (loss) . . . . . . . $ (37,090) $ (3,265) $ 108,837 $ 55,376 $ 32,162 $ 18,741
Capital gains distributions

received . . . . . . . . . . . . . . . . . . . . . . 0 0 0 0 0 0
Realized gain (loss) on shares

redeemed . . . . . . . . . . . . . . . . . . . . . (35,660) (43,696) (21,846) 7,041 (2,378) 26,901
Net change in unrealized gain (loss)

on investments . . . . . . . . . . . . . . . . 1,476,768 (1,053,204) 595,344 (515,701) 366,486 (634,521)

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
OPERATIONS . . . . . . . . . . . . . . . . . 1,404,018 (1,100,165) 682,335 (453,284) 396,270 (588,879)

CONTRACT OWNER
TRANSACTIONS

Participant or contract holder net
payments . . . . . . . . . . . . . . . . . . . . . 0 0 13,180 31,158 0 0

Policy loans, net of repayment and
interest . . . . . . . . . . . . . . . . . . . . . . . 594 (32,085) (14,940) (4,590) (31,611) (9,952)

Surrenders, withdrawals and death
benefits . . . . . . . . . . . . . . . . . . . . . . . (494,813) (462,162) (161,941) (204,360) (132,777) (126,965)

Net transfers between other
subaccounts or fixed rate option . . 373,154 516,410 239,912 186,535 150,127 136,360

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
CONTRACT OWNER
TRANSACTIONS . . . . . . . . . . . . . . (121,065) 22,163 76,211 8,743 (14,261) (557)

NET INCREASE (DECREASE) IN NET
ASSETS RETAINED IN THE
ACCOUNT . . . . . . . . . . . . . . . . . . . . 0 0 0 0 0 0

TOTAL INCREASE (DECREASE) IN
NET ASSETS . . . . . . . . . . . . . . . . . 1,282,953 (1,078,002) 758,546 (444,541) 382,009 (589,436)

NET ASSETS
Beginning of period . . . . . . . . . . . . . . . 7,415,705 8,493,707 4,014,201 4,458,742 3,342,198 3,931,634

End of period . . . . . . . . . . . . . . . . . . . . $8,698,658 $ 7,415,705 $4,772,747 $4,014,201 $3,724,207 $3,342,198

Beginning units . . . . . . . . . . . . . . . . . . 579,032 568,725 286,035 282,618 111,667 110,018

Units issued . . . . . . . . . . . . . . . . . . . . . 156,090 177,389 90,940 98,344 34,142 38,441
Units redeemed . . . . . . . . . . . . . . . . . . (169,299) (167,082) (88,072) (94,927) (35,364) (36,792)

Ending units . . . . . . . . . . . . . . . . . . . . . 565,823 579,032 288,903 286,035 110,445 111,667

The accompanying notes are an integral part of these financial statements.
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SUBACCOUNTS (Continued)

Prudential Diversified Bond
Portfolio

Prudential High Yield Bond
Portfolio

Prudential Value
Portfolio

Prudential Jennison
Portfolio

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

$ 25,742 $ 23,843 $ 57,044 $ 51,742 $ 2,485 $ 2,008 $ (7,134) $ (3,279)

27,988 13,798 0 0 0 0 0 0

912 2,922 (459) (134) (1,675) 1,767 (3,987) 4,149

8,714 1,508 55,197 (16,560) 53,648 (20,904) 325,395 463

63,356 42,071 111,782 35,048 54,458 (17,129) 314,274 1,333

13,127 0 40,977 49,315 45,997 38,196 0 0

1,109 (2,725) 0 0 887 (1,109) (1,196) (1,309)

(44,050) (17,270) (15,509) (9,544) (19,456) (39,688) (196,649) (90,769)

1,203 (1,934) 47,779 75,235 49,901 50,319 209,235 207,104

(28,611) (21,929) 73,247 115,006 77,329 47,718 11,390 115,026

0 0 0 (14,089) 0 0 0 0

34,745 20,142 185,029 135,965 131,787 30,589 325,664 116,359

629,855 609,713 789,559 653,594 385,534 354,945 2,146,549 2,030,190

$664,600 $629,855 $974,588 $789,559 $517,321 $385,534 $2,472,213 $2,146,549

50,710 46,498 39,373 43,821 100,400 52,384 195,117 184,255

17,625 13,506 13,574 15,590 55,146 66,940 79,853 79,720
(10,739) (9,294) (10,285) (20,038) (13,690) (18,924) (80,694) (68,858)

57,596 50,710 42,662 39,373 141,856 100,400 194,276 195,117

The accompanying notes are an integral part of these financial statements.
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FINANCIAL STATEMENTS OF
THE GROUP VARIABLE UNIVERSAL LIFE AND PRUBENEFIT SELECT SUBACCOUNTS OF

THE PRUDENTIAL VARIABLE CONTRACT ACCOUNT GI-2

STATEMENT OF CHANGES IN NET ASSETS
For the periods ended December 31, 2012 and 2011

SUBACCOUNTS

Prudential Global Portfolio
American Century VP

Balanced Fund
American Century VP

International Fund
01/01/2012

to
12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

OPERATIONS
Net investment income (loss) . . . . . . . $ 3,404 $ 2,477 $ 1,441 $ 1,223 $ 268 $ 706
Capital gains distributions

received . . . . . . . . . . . . . . . . . . . . . . 0 0 0 0 0 0
Realized gain (loss) on shares

redeemed . . . . . . . . . . . . . . . . . . . . . (886) (892) (8) 183 41 310
Net change in unrealized gain (loss)

on investments . . . . . . . . . . . . . . . . . 36,318 (19,589) 7,802 2,708 13,584 (10,077)

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
OPERATIONS . . . . . . . . . . . . . . . . . 38,836 (18,004) 9,235 4,114 13,893 (9,061)

CONTRACT OWNER
TRANSACTIONS

Participant or contract holder net
payments . . . . . . . . . . . . . . . . . . . . . 23,568 14,735 906 2,111 2,303 1,193

Policy loans, net of repayment and
interest . . . . . . . . . . . . . . . . . . . . . . . 1,297 (955) 0 0 0 0

Surrenders, withdrawals and death
benefits . . . . . . . . . . . . . . . . . . . . . . . (15,161) (3,162) 0 (12,062) 0 (4,034)

Net transfers between other
subaccounts or fixed rate option . . . 1,071 23,674 (42) 0 (27) 0

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
CONTRACT OWNER
TRANSACTIONS . . . . . . . . . . . . . . 10,775 34,292 864 (9,951) 2,276 (2,841)

NET INCREASE (DECREASE) IN NET
ASSETS RETAINED IN THE
ACCOUNT . . . . . . . . . . . . . . . . . . . . 0 0 0 0 0 0

TOTAL INCREASE (DECREASE) IN
NET ASSETS . . . . . . . . . . . . . . . . . 49,611 16,288 10,099 (5,837) 16,169 (11,902)

NET ASSETS
Beginning of period . . . . . . . . . . . . . . . 224,848 208,560 81,373 87,210 65,661 77,563

End of period . . . . . . . . . . . . . . . . . . . . $274,459 $224,848 $91,472 $ 81,373 $81,830 $ 65,661

Beginning units . . . . . . . . . . . . . . . . . . 105,107 83,622 5,463 6,139 5,488 5,676

Units issued . . . . . . . . . . . . . . . . . . . . . 28,788 32,503 2,446 2,534 715 608
Units redeemed . . . . . . . . . . . . . . . . . . (5,540) (11,018) (2,392) (3,210) (534) (796)

Ending units . . . . . . . . . . . . . . . . . . . . . 128,355 105,107 5,517 5,463 5,669 5,488

The accompanying notes are an integral part of these financial statements.
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SUBACCOUNTS (Continued)

American Century VP Value
Fund

T.Rowe Price Mid-Cap Growth
Portfolio

T.Rowe Price New America
Growth Portfolio

Prudential Small
Capitalization Stock

Portfolio
01/01/2012

to
12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

$ 4,029 $ 4,315 $ (20,169) $ (17,866) $ 221 $ (686) $ 1,280 $ 2,831

0 0 436,709 482,079 2,693 30,338 42,518 10,333

2,793 (306) (29,078) (11,961) (2,963) (1,818) (6,362) (11,261)

29,694 (1,524) 132,042 (497,096) 44,706 (29,855) 73,596 (3,324)

36,516 2,485 519,504 (44,844) 44,657 (2,021) 111,032 (1,421)

0 0 45,982 86,529 30,067 36,749 12,917 33,442

0 0 (2,640) (6,742) (320) (362) (1,513) (588)

(35,736) (63,545) (183,980) (225,631) (56,272) (10,884) (65,971) (10,557)

(36) 0 317,559 487,553 41,352 71,112 24,088 144,907

(35,772) (63,545) 176,921 341,709 14,827 96,615 (30,479) 167,204

0 0 0 0 0 0 0 0

744 (61,060) 696,425 296,865 59,484 94,594 80,553 165,783

264,174 325,234 4,046,734 3,749,869 386,886 292,292 779,937 614,154

$264,918 $264,174 $4,743,159 $4,046,734 $446,370 $386,886 $860,490 $779,937

13,530 16,751 154,110 140,350 30,760 22,887 29,909 23,578

1,816 1,722 57,600 66,168 21,916 24,758 10,924 15,652
(3,452) (4,943) (52,416) (52,408) (21,164) (16,885) (12,268) (9,321)

11,894 13,530 159,294 154,110 31,512 30,760 28,565 29,909

The accompanying notes are an integral part of these financial statements.
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FINANCIAL STATEMENTS OF
THE GROUP VARIABLE UNIVERSAL LIFE AND PRUBENEFIT SELECT SUBACCOUNTS OF

THE PRUDENTIAL VARIABLE CONTRACT ACCOUNT GI-2

STATEMENT OF CHANGES IN NET ASSETS
For the periods ended December 31, 2012 and 2011

SUBACCOUNTS

MFS VIT Research Bond
Series Portfolio

T.Rowe Price Equity
Income Portfolio

Neuberger Berman AMT
Partners Portfolio

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

OPERATIONS
Net investment income (loss) . . . . . . . $ 5,038 $ 4,657 $ 115,222 $ 73,597 $ (149) $ (472)
Capital gains distributions

received . . . . . . . . . . . . . . . . . . . . . . 1,439 2,414 0 0 0 0
Realized gain (loss) on shares

redeemed . . . . . . . . . . . . . . . . . . . . . 18,012 690 13,184 (3,897) 9,683 (7,066)
Net change in unrealized gain (loss)

on investments . . . . . . . . . . . . . . . . . (10,030) 5,138 849,046 (90,937) (7,217) (16,578)

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
OPERATIONS . . . . . . . . . . . . . . . . . 14,459 12,899 977,452 (21,237) 2,317 (24,116)

CONTRACT OWNER
TRANSACTIONS

Participant or contract holder net
payments . . . . . . . . . . . . . . . . . . . . . 0 0 0 62,983 54,665 52,731

Policy loans, net of repayment and
interest . . . . . . . . . . . . . . . . . . . . . . . (360) (349) (15,163) 5,554 0 0

Surrenders, withdrawals and death
benefits . . . . . . . . . . . . . . . . . . . . . . . (99,822) (5,971) (372,643) (151,617) (4,560) (7,572)

Net transfers between other
subaccounts or fixed rate option . . 360 349 835,905 389,572 (184,849) (53,166)

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
CONTRACT OWNER
TRANSACTIONS . . . . . . . . . . . . . . (99,822) (5,971) 448,099 306,492 (134,744) (8,007)

NET INCREASE (DECREASE) IN NET
ASSETS RETAINED IN THE
ACCOUNT . . . . . . . . . . . . . . . . . . . . 0 0 0 0 0 0

TOTAL INCREASE (DECREASE) IN
NET ASSETS . . . . . . . . . . . . . . . . . (85,363) 6,928 1,425,551 285,255 (132,427) (32,123)

NET ASSETS
Beginning of period . . . . . . . . . . . . . . . 214,880 207,952 5,664,526 5,379,271 153,880 186,003

End of period . . . . . . . . . . . . . . . . . . . . $129,517 $214,880 $7,090,077 $5,664,526 $ 21,453 $153,880

Beginning units . . . . . . . . . . . . . . . . . . 10,872 11,180 363,891 341,549 173,879 184,766

Units issued . . . . . . . . . . . . . . . . . . . . . 5,415 6,119 151,546 143,368 97,487 64,440
Units redeemed . . . . . . . . . . . . . . . . . . (10,155) (6,427) (124,928) (121,026) (260,882) (75,327)

Ending units . . . . . . . . . . . . . . . . . . . . . 6,132 10,872 390,509 363,891 10,484 173,879

The accompanying notes are an integral part of these financial statements.
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SUBACCOUNTS (Continued)
Janus Aspen Worldwide
Portfolio – Institutional

Shares
MFS VIT Strategic Income

Series Portfolio

Janus Aspen Janus
Portfolio – Institutional

Shares

Janus Aspen Overseas
Portfolio – Institutional

Shares
01/01/2012

to
12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

$ 1,378 $ 291 $ 4,612 $ 4,098 $ 75 $ 50 $ 264 $ (60)

0 0 0 0 1,211 0 12,222 1,570

9,962 16,217 99 41 4,055 14,482 3,156 21,871

46,783 (100,323) 3,782 (735) 5,314 (17,196) 413 (88,781)

58,123 (83,815) 8,493 3,404 10,655 (2,664) 16,055 (65,400)

0 0 0 0 248 0 7,195 3,482

0 0 0 0 (73) (86) 1,462 (1,202)

(38,450) (160,832) (1,458) (213) (12,198) (40,425) (9,499) (45,387)

28 27,200 0 0 (1) (1) (32,417) 18,648

(38,422) (133,632) (1,458) (213) (12,024) (40,512) (33,259) (24,459)

0 0 0 0 0 0 0 0

19,701 (217,447) 7,035 3,191 (1,369) (43,176) (17,204) (89,859)

312,573 530,020 82,342 79,151 63,234 106,410 140,179 230,038

$332,274 $ 312,573 $89,377 $82,342 $ 61,865 $ 63,234 $122,975 $140,179

33,085 48,167 4,268 4,277 6,189 9,818 7,086 7,850

5,539 8,692 386 418 2,447 2,883 5,508 2,424
(9,206) (23,774) (457) (427) (3,508) (6,512) (7,091) (3,188)

29,418 33,085 4,197 4,268 5,128 6,189 5,503 7,086

The accompanying notes are an integral part of these financial statements.
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FINANCIAL STATEMENTS OF
THE GROUP VARIABLE UNIVERSAL LIFE AND PRUBENEFIT SELECT SUBACCOUNTS OF

THE PRUDENTIAL VARIABLE CONTRACT ACCOUNT GI-2

STATEMENT OF CHANGES IN NET ASSETS
For the periods ended December 31, 2012 and 2011

SUBACCOUNTS

Lazard Retirement U.S. Small-
Mid Cap Equity Portfolio

Janus Aspen Enterprise
Portfolio – Institutional

Shares

AllianceBernstein VPS
Real Estate Investment

Portfolio
01/01/2012

to
12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

OPERATIONS
Net investment income (loss) . . . . . . . $ (298) $ (310) $ (14,663) $ (13,357) $ 991 $ 940
Capital gains distributions

received . . . . . . . . . . . . . . . . . . . . . . . 18,619 4,867 0 0 18,920 10,382
Realized gain (loss) on shares

redeemed . . . . . . . . . . . . . . . . . . . . . (234) 434 23,294 14,095 (257) (7,704)
Net change in unrealized gain (loss)

on investments . . . . . . . . . . . . . . . . . (11,913) (10,902) 476,271 (36,212) 10,370 9,303

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
OPERATIONS . . . . . . . . . . . . . . . . . 6,174 (5,911) 484,902 (35,474) 30,024 12,921

CONTRACT OWNER
TRANSACTIONS

Participant or contract holder net
payments . . . . . . . . . . . . . . . . . . . . . . 161 0 0 0 23,929 41,097

Policy loans, net of repayment and
interest . . . . . . . . . . . . . . . . . . . . . . . . (132) (707) 2,683 (9,384) (188) 0

Surrenders, withdrawals and death
benefits . . . . . . . . . . . . . . . . . . . . . . . (4,136) (12,123) (172,071) (101,279) (9,444) (2,847)

Net transfers between other
subaccounts or fixed rate option . . . (2) 0 147,510 232,776 27,810 24,148

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
CONTRACT OWNER
TRANSACTIONS . . . . . . . . . . . . . . . (4,109) (12,830) (21,878) 122,113 42,107 62,398

NET INCREASE (DECREASE) IN NET
ASSETS RETAINED IN THE
ACCOUNT . . . . . . . . . . . . . . . . . . . . 0 0 0 0 0 (8,731)

TOTAL INCREASE (DECREASE) IN
NET ASSETS . . . . . . . . . . . . . . . . . . 2,065 (18,741) 463,024 86,639 72,131 66,588

NET ASSETS
Beginning of period . . . . . . . . . . . . . . . . 63,371 82,112 2,971,958 2,885,319 138,919 72,331

End of period . . . . . . . . . . . . . . . . . . . . . $ 65,436 $ 63,371 $3,434,982 $2,971,958 $211,050 $138,919

Beginning units . . . . . . . . . . . . . . . . . . . 3,841 4,505 216,199 205,978 5,033 12,509

Units issued . . . . . . . . . . . . . . . . . . . . . . 1,035 1,112 66,471 76,859 4,575 5,251
Units redeemed . . . . . . . . . . . . . . . . . . (1,262) (1,776) (68,685) (66,638) (3,271) (12,727)

Ending units . . . . . . . . . . . . . . . . . . . . . 3,614 3,841 213,985 216,199 6,337 5,033

The accompanying notes are an integral part of these financial statements.
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SUBACCOUNTS (Continued)

DWS Government & Agency
Securities VIP

Prudential Conservative
Balanced Portfolio

Prudential Jennison 20/20
Focus Portfolio

Dreyfus Variable Investment
Fund International Equity

Portfolio
01/01/2012

to
12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

$ 811 $ 820 $ 23,571 $ 20,233 $ (461) $ (243) $ (38) $ 2,600

460 323 0 0 3,462 0 0 0

(9) 64 1,432 1,622 (2,260) (642) (2,559) (1,938)

(671) 226 115,642 32,408 6,239 (1,222) 63,422 (24,389)

591 1,433 140,645 54,263 6,980 (2,107) 60,825 (23,727)

538 398 40,478 16,113 13,524 22,081 26,282 24,580

0 0 15,749 575 0 0 (198) 0

(1) (835) (68,304) (23,120) (3,256) (1,733) (3,439) (3,588)

0 4 225,320 194,697 19,822 19,299 49,106 85,779

537 (433) 213,243 188,265 30,090 39,647 71,751 106,771

0 0 0 0 0 0 0 0

1,128 1,000 353,888 242,528 37,070 37,540 132,576 83,044

21,314 20,314 1,298,148 1,055,620 83,753 46,213 254,881 171,837

$22,442 $21,314 $1,652,036 $1,298,148 $120,823 $83,753 $387,457 $254,881

10,517 10,545 107,645 91,466 6,820 3,589 23,581 13,501

364 401 57,583 56,853 7,107 7,260 14,211 18,810
(332) (429) (43,747) (40,674) (5,026) (4,029) (8,557) (8,730)

10,549 10,517 121,481 107,645 8,901 6,820 29,235 23,581

The accompanying notes are an integral part of these financial statements.
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FINANCIAL STATEMENTS OF
THE GROUP VARIABLE UNIVERSAL LIFE AND PRUBENEFIT SELECT SUBACCOUNTS OF

THE PRUDENTIAL VARIABLE CONTRACT ACCOUNT GI-2

STATEMENT OF CHANGES IN NET ASSETS
For the periods ended December 31, 2012 and 2011

SUBACCOUNTS

DWS Dreman Small Mid
Cap Value VIP

Lazard Retirement
Emerging Markets Equity

Portfolio

T. Rowe Price Personal
Strategy Balanced

Portfolio
01/01/2012

to
12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

OPERATIONS
Net investment income (loss) . . . . . . . $ 568 $ 221 $ 18,441 $ 21,319 $ 4,031 $ 2,531
Capital gains distributions

received . . . . . . . . . . . . . . . . . . . . . . 0 0 18,189 0 8,542 0
Realized gain (loss) on shares

redeemed . . . . . . . . . . . . . . . . . . . . . (915) (1,911) (23,107) (16,227) (970) (1,409)
Net change in unrealized gain (loss)

on investments . . . . . . . . . . . . . . . . . 8,017 2,933 250,099 (260,142) 17,023 1,373

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
OPERATIONS . . . . . . . . . . . . . . . . . 7,670 1,243 263,622 (255,050) 28,626 2,495

CONTRACT OWNER
TRANSACTIONS

Participant or contract holder net
payments . . . . . . . . . . . . . . . . . . . . . 21,601 22,922 56,562 102,740 43,131 49,330

Policy loans, net of repayment and
interest . . . . . . . . . . . . . . . . . . . . . . . 0 0 (14,413) 65 0 0

Surrenders, withdrawals and death
benefits . . . . . . . . . . . . . . . . . . . . . . . (9,184) (2,205) (30,367) (53,420) (7,819) (336)

Net transfers between other
subaccounts or fixed rate option . . . 19,469 15,193 105,960 160,223 55,482 64,861

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
CONTRACT OWNER
TRANSACTIONS . . . . . . . . . . . . . . 31,886 35,910 117,742 209,608 90,794 113,855

NET INCREASE (DECREASE) IN NET
ASSETS RETAINED IN THE
ACCOUNT . . . . . . . . . . . . . . . . . . . . 0 0 0 (18,159) 0 0

TOTAL INCREASE (DECREASE) IN
NET ASSETS . . . . . . . . . . . . . . . . . . 39,556 37,153 381,364 (63,601) 119,420 116,350

NET ASSETS
Beginning of period . . . . . . . . . . . . . . . 64,018 26,865 1,258,581 1,322,182 197,292 80,942

End of period . . . . . . . . . . . . . . . . . . . . $103,574 $64,018 $1,639,945 $1,258,581 $316,712 $197,292

Beginning units . . . . . . . . . . . . . . . . . . 4,696 1,842 108,186 101,424 16,093 6,552

Units issued . . . . . . . . . . . . . . . . . . . . . 7,639 7,798 41,730 55,893 22,633 22,941
Units redeemed . . . . . . . . . . . . . . . . . . (5,627) (4,944) (33,917) (49,131) (16,191) (13,400)

Ending units . . . . . . . . . . . . . . . . . . . . . 6,708 4,696 115,999 108,186 22,535 16,093

The accompanying notes are an integral part of these financial statements.
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SUBACCOUNTS (Continued)

Franklin Templeton Growth
Securities Fund

Neuberger Berman Advisers
Management Trust Growth

Portfolio
Prudential Government

Income Portfolio
Prudential Natural

Resources Portfolio
01/01/2012

to
3/27/2012*

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

$ 0 $ 136 $ (86) $ (80) $ 208 $ 240 $ 1 $ (53)

0 0 0 0 409 244 1,379 0

5,315 (2) 43 36 (1) (1) 4 946

(3,466) (1,258) 2,151 (72) (219) 339 (1,896) (4,390)

1,849 (1,124) 2,108 (116) 397 822 (512) (3,479)

0 0 0 0 236 149 6 0

0 0 0 0 0 0 0 0

0 0 0 (1) 0 0 0 (66)

0 0 0 0 18 0 0 0

0 0 0 (1) 254 149 6 (66)

(15,912) 0 0 0 0 0 0 (16,318)

(14,063) (1,124) 2,108 (117) 651 971 (506) (19,863)

14,062 15,186 17,413 17,530 12,425 11,454 17,589 37,452

$ (1) $14,062 $19,521 $17,413 $13,076 $12,425 $17,083 $ 17,589

1,000 1,000 1,000 1,000 1,015 1,002 1,004 11,007

0 0 0 0 108 62 31 41
(1,000) 0 0 0 (88) (49) (30) (10,044)

0 1,000 1,000 1,000 1,035 1,015 1,005 1,004

The accompanying notes are an integral part of these financial statements.
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FINANCIAL STATEMENTS OF
THE GROUP VARIABLE UNIVERSAL LIFE AND PRUBENEFIT SELECT SUBACCOUNTS OF

THE PRUDENTIAL VARIABLE CONTRACT ACCOUNT GI-2

STATEMENT OF CHANGES IN NET ASSETS
For the periods ended December 31, 2012 and 2011

SUBACCOUNTS

T. Rowe Price International
Stock Portfolio

Invesco V.I. Core
Equity Fund

Fidelity VIP Equity-Income
Portfolio – Service Class

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

OPERATIONS
Net investment income (loss) . . . . . . . . $ 174 $ 218 $ 134 $ 124 $ 2,208 $ 1,256
Capital gains distributions

received . . . . . . . . . . . . . . . . . . . . . . . . 0 0 0 0 4,506 0
Realized gain (loss) on shares

redeemed . . . . . . . . . . . . . . . . . . . . . . (23) (10) 0 6 (618) (551)
Net change in unrealized gain (loss)

on investments . . . . . . . . . . . . . . . . . . 3,067 (2,813) 1,679 (167) 4,076 (557)

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
OPERATIONS . . . . . . . . . . . . . . . . . . 3,218 (2,605) 1,813 (37) 10,172 148

CONTRACT OWNER
TRANSACTIONS

Participant or contract holder net
payments . . . . . . . . . . . . . . . . . . . . . . . 1,249 1,104 0 0 16,489 14,898

Policy loans, net of repayment and
interest . . . . . . . . . . . . . . . . . . . . . . . . . 0 0 0 0 0 0

Surrenders, withdrawals and death
benefits . . . . . . . . . . . . . . . . . . . . . . . . (205) 0 (46) (35) 0 0

Net transfers between other
subaccounts or fixed rate option . . . . 8 0 0 677 0 0

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
CONTRACT OWNER
TRANSACTIONS . . . . . . . . . . . . . . . . 1,052 1,104 (46) 642 16,489 14,898

NET INCREASE (DECREASE) IN NET
ASSETS RETAINED IN THE
ACCOUNT . . . . . . . . . . . . . . . . . . . . . 0 0 0 0 0 0

TOTAL INCREASE (DECREASE) IN
NET ASSETS . . . . . . . . . . . . . . . . . . . 4,270 (1,501) 1,767 605 26,661 15,046

NET ASSETS
Beginning of period . . . . . . . . . . . . . . . . 17,509 19,010 13,128 12,523 54,014 38,968

End of period . . . . . . . . . . . . . . . . . . . . . $21,779 $17,509 $14,895 $13,128 $80,675 $54,014

Beginning units . . . . . . . . . . . . . . . . . . . . 1,062 1,000 12,707 12,113 65,131 47,391

Units issued . . . . . . . . . . . . . . . . . . . . . . 127 100 0 1,020 19,669 19,256
Units redeemed . . . . . . . . . . . . . . . . . . . (69) (38) (48) (426) (1,788) (1,516)

Ending units . . . . . . . . . . . . . . . . . . . . . . 1,120 1,062 12,659 12,707 83,012 65,131

The accompanying notes are an integral part of these financial statements.
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SUBACCOUNTS (Continued)

PIMCO VIT Long-Term U.S
Government Portfolio

DWS Capital
Growth VIP

Franklin Templeton Mutual
Global Discovery Securities

Fund – Class 2
PIMCO VIT Total Return

Portfolio
01/01/2012

to
12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

$ 1,788 $ 1,523 $ 1,874 $ 1,008 $ 3,164 $ 1,921 $ 3,089 $ 1,951

9,700 1,589 0 0 6,906 2,127 2,768 1,402

(34) (96) (336) (1,559) (520) (825) (8) (75)

(7,755) 12,768 32,375 (9,926) 4,890 (7,324) 5,972 (465)

3,699 15,784 33,913 (10,477) 14,440 (4,101) 11,821 2,813

18,599 16,909 63,922 29,621 31,332 23,248 24,777 32,187

0 0 0 0 0 0 0 0

0 0 0 (2,602) 0 (1,525) (77) (1,839)

0 0 (48) 18,634 3,728 15,075 0 17,286

18,599 16,909 63,874 45,653 35,060 36,798 24,700 47,634

0 0 0 0 0 0 0 10,000

22,298 32,693 97,787 35,176 49,500 32,697 36,521 60,447

78,826 46,133 213,323 178,147 99,577 66,880 111,323 50,876

$101,124 $78,826 $311,110 $213,323 $149,077 $99,577 $147,844 $111,323

45,042 33,699 203,500 162,344 97,091 63,280 56,824 36,608

11,412 12,326 62,260 62,609 38,042 40,506 13,486 21,514
(1,123) (983) (10,024) (21,453) (6,906) (6,695) (1,238) (1,298)

55,331 45,042 255,736 203,500 128,227 97,091 69,072 56,824

The accompanying notes are an integral part of these financial statements.
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FINANCIAL STATEMENTS OF
THE GROUP VARIABLE UNIVERSAL LIFE AND PRUBENEFIT SELECT SUBACCOUNTS OF

THE PRUDENTIAL VARIABLE CONTRACT ACCOUNT GI-2

STATEMENT OF CHANGES IN NET ASSETS
For the periods ended December 31, 2012 and 2011

SUBACCOUNTS
AllianceBernstein VPS
International Growth

Portfolio

AllianceBernstein VPS
International Value

Portfolio
Fidelity VIP Freedom 2015

Portfolio
01/01/2012

to
12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

4/27/2012*

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

OPERATIONS
Net investment income (loss) . . . . . . . $ 1,547 $ 2,038 $ (36) $ 3,041 $ 5,388 $ 3,803
Capital gains distributions

received . . . . . . . . . . . . . . . . . . . . . . 0 0 0 0 4,738 1,059
Realized gain (loss) on shares

redeemed . . . . . . . . . . . . . . . . . . . . . (2,988) (2,821) 1,205 (2,231) (969) 651
Net change in unrealized gain (loss)

on investments . . . . . . . . . . . . . . . . 18,280 (8,283) 4,574 (15,617) 17,045 (8,229)

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
OPERATIONS . . . . . . . . . . . . . . . . . 16,839 (9,066) 5,743 (14,807) 26,202 (2,716)

CONTRACT OWNER
TRANSACTIONS

Participant or contract holder net
payments . . . . . . . . . . . . . . . . . . . . . 33,607 31,881 1,664 25,436 97,009 52,515

Policy loans, net of repayment and
interest . . . . . . . . . . . . . . . . . . . . . . . (172) 0 0 0 0 0

Surrenders, withdrawals and death
benefits . . . . . . . . . . . . . . . . . . . . . . . (4,211) (3,473) 0 (3,465) 0 (10,834)

Net transfers between other
subaccounts or fixed rate option . . 26,693 27,716 (67,202) (22,866) (8,855) (34,107)

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
CONTRACT OWNER
TRANSACTIONS . . . . . . . . . . . . . . 55,917 56,124 (65,538) (895) 88,154 7,574

NET INCREASE (DECREASE) IN NET
ASSETS RETAINED IN THE
ACCOUNT . . . . . . . . . . . . . . . . . . . . 0 0 (6,188) 0 0 0

TOTAL INCREASE (DECREASE) IN
NET ASSETS . . . . . . . . . . . . . . . . . 72,756 47,058 (65,983) (15,702) 114,356 4,858

NET ASSETS
Beginning of period . . . . . . . . . . . . . . . 109,788 62,730 65,983 81,685 204,955 200,097

End of period . . . . . . . . . . . . . . . . . . . . $182,544 $109,788 $ 0 $ 65,983 $319,311 $204,955

Beginning units . . . . . . . . . . . . . . . . . . 23,330 17,146 123,913 123,870 192,080 186,753

Units issued . . . . . . . . . . . . . . . . . . . . . 13,607 13,560 55,592 57,790 113,021 56,309
Units redeemed . . . . . . . . . . . . . . . . . . (9,128) (7,376) (179,505) (57,747) (38,226) (50,982)

Ending units . . . . . . . . . . . . . . . . . . . . . 27,809 23,330 0 123,913 266,875 192,080

The accompanying notes are an integral part of these financial statements.
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SUBACCOUNTS (Continued)

Invesco V.I. International
Growth Fund

Franklin Templeton Large
Cap Value Securities Fund

Franklin Templeton
Global Bond

Securities Fund – Class 2
JPMorgan Insurance Trust
Intrepid Mid Cap Portfolio

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

$ 2,028 $ 628 $ 988 $ 480 $ 18,256 $ 12,625 $ 90 $ 66

0 0 0 0 474 1,526 0 0

(237) (121) (122) (801) (2,248) (3,297) 0 16,245

13,271 (4,476) 7,522 (2,306) 20,755 (15,613) 1,631 (14,150)

15,062 (3,969) 8,388 (2,627) 37,237 (4,759) 1,721 2,161

48,495 15,436 13,409 9,148 105,645 62,434 0 0

0 0 0 0 0 0 0 0

0 0 0 0 0 (11,577) (26) (66)

88,462 0 0 (876) (87,482) 3,908 0 (60,801)

136,957 15,436 13,409 8,272 18,163 54,765 (26) (60,867)

0 0 0 0 0 0 0 0

152,019 11,467 21,797 5,645 55,400 50,006 1,695 (58,706)

54,879 43,412 56,153 50,508 238,376 188,370 10,702 69,408

$206,898 $54,879 $77,950 $56,153 $293,776 $238,376 $12,397 $ 10,702

58,320 43,025 63,604 54,199 152,884 119,761 11,679 74,593

134,998 16,630 14,520 14,171 75,688 55,469 0 979
(3,004) (1,335) (971) (4,766) (64,827) (22,346) (29) (63,893)

190,314 58,320 77,153 63,604 163,745 152,884 11,650 11,679

The accompanying notes are an integral part of these financial statements.
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FINANCIAL STATEMENTS OF
THE GROUP VARIABLE UNIVERSAL LIFE AND PRUBENEFIT SELECT SUBACCOUNTS OF

THE PRUDENTIAL VARIABLE CONTRACT ACCOUNT GI-2

STATEMENT OF CHANGES IN NET ASSETS
For the periods ended December 31, 2012 and 2011

SUBACCOUNTS

Neuberger Berman AMT
Mid-Cap Growth Portfolio

Fidelity VIP Mid Cap
Portfolio – Service Class

Franklin Templeton Strategic
Income Securities Fund –

Class 2
01/01/2012

to
12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

OPERATIONS
Net investment income (loss) . . . . . . . $ (393) $ (270) $ 476 $ (87) $ 3,897 $ 2,871
Capital gains distributions

received . . . . . . . . . . . . . . . . . . . . . . . 0 0 12,820 182 67 0
Realized gain (loss) on shares

redeemed . . . . . . . . . . . . . . . . . . . . . (101) (214) (442) (2,187) 50 (563)
Net change in unrealized gain (loss)

on investments . . . . . . . . . . . . . . . . . 17,276 41 531 (11,406) 2,435 (1,316)

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
OPERATIONS . . . . . . . . . . . . . . . . . 16,782 (443) 13,385 (13,498) 6,449 992

CONTRACT OWNER
TRANSACTIONS

Participant or contract holder net
payments . . . . . . . . . . . . . . . . . . . . . 35,147 25,887 49,577 32,943 16,927 10,161

Policy loans, net of repayment and
interest . . . . . . . . . . . . . . . . . . . . . . . 0 0 0 0 0 0

Surrenders, withdrawals and death
benefits . . . . . . . . . . . . . . . . . . . . . . . 0 0 0 (4,888) 0 (1,514)

Net transfers between other
subaccounts or fixed rate option . . . 0 3,114 5,025 (31,963) (2,934) (4,952)

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
CONTRACT OWNER
TRANSACTIONS . . . . . . . . . . . . . . . 35,147 29,001 54,602 (3,908) 13,993 3,695

NET INCREASE (DECREASE) IN NET
ASSETS RETAINED IN THE
ACCOUNT . . . . . . . . . . . . . . . . . . . . 0 0 0 0 0 0

TOTAL INCREASE (DECREASE) IN
NET ASSETS . . . . . . . . . . . . . . . . . . 51,929 28,558 67,987 (17,406) 20,442 4,687

NET ASSETS
Beginning of period . . . . . . . . . . . . . . . 141,436 112,878 94,941 112,347 45,239 40,552

End of period . . . . . . . . . . . . . . . . . . . . $193,365 $141,436 $162,928 $ 94,941 $65,681 $45,239

Beginning units . . . . . . . . . . . . . . . . . . . 129,987 104,233 90,739 95,868 34,333 31,566

Units issued . . . . . . . . . . . . . . . . . . . . . 30,558 28,900 67,239 29,991 15,472 12,722
Units redeemed . . . . . . . . . . . . . . . . . . (2,457) (3,146) (22,277) (35,120) (5,596) (9,955)

Ending units . . . . . . . . . . . . . . . . . . . . . 158,088 129,987 135,701 90,739 44,209 34,333

The accompanying notes are an integral part of these financial statements.
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SUBACCOUNTS (Continued)

Fidelity VIP Value Strategies
Portfolio – Service Class

Fidelity VIP Money Market
Portfolio

Fidelity VIP Freedom 2025
Portfolio

Fidelity VIP Contrafund
Portfolio – Service Class

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

$ 438 $ 963 $ (1,608) $ (766) $ 802 $ 421 $ 719 $ 356

0 0 0 0 431 68 0 0

(1,247) (2,656) 0 0 (37) (89) (25) (587)

31,853 (8,757) 0 0 3,234 (1,417) 6,527 (1,696)

31,044 (10,450) (1,608) (766) 4,430 (1,017) 7,221 (1,927)

32,654 19,634 312,211 152,475 10,806 209 18,704 10,555

0 0 0 0 0 0 0 0

0 (801) 0 (7,947) 0 (626) 0 (1,966)

(20,756) 13,387 211,536 50,013 12,456 11,438 1,191 (2,791)

11,898 32,220 523,747 194,541 23,262 11,021 19,895 5,798

0 0 0 0 0 0 0 0

42,942 21,770 522,139 193,775 27,692 10,004 27,116 3,871

115,401 93,631 484,969 291,194 21,200 11,196 45,262 41,391

$158,343 $115,401 $1,007,108 $484,969 $48,892 $21,200 $72,378 $45,262

138,085 102,123 452,188 271,587 21,028 10,853 45,552 40,558

36,143 45,942 525,974 218,559 22,101 10,980 25,455 11,147
(25,160) (9,980) (39,522) (37,958) (948) (805) (8,379) (6,153)

149,068 138,085 938,640 452,188 42,181 21,028 62,628 45,552

The accompanying notes are an integral part of these financial statements.
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FINANCIAL STATEMENTS OF
THE GROUP VARIABLE UNIVERSAL LIFE AND PRUBENEFIT SELECT SUBACCOUNTS OF

THE PRUDENTIAL VARIABLE CONTRACT ACCOUNT GI-2

STATEMENT OF CHANGES IN NET ASSETS
For the periods ended December 31, 2012 and 2011

SUBACCOUNTS
Fidelity VIP Freedom 2020
Portfolio – Service Class

Fidelity VIP Index 500
Portfolio – Service Class

PIMCO VIT Low Duration
Portfolio

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

OPERATIONS
Net investment income (loss) . . . . . . . $ 927 $ 972 $ 10,539 $ 5,713 $ 2,412 $ 1,900
Capital gains distributions

received . . . . . . . . . . . . . . . . . . . . . . 635 188 4,650 5,853 0 0
Realized gain (loss) on shares

redeemed . . . . . . . . . . . . . . . . . . . . . 1,778 (3,191) (379) (1,718) 106 (402)
Net change in unrealized gain (loss)

on investments . . . . . . . . . . . . . . . . . 4,884 1,414 48,082 (9,271) 5,376 (791)

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
OPERATIONS . . . . . . . . . . . . . . . . . 8,224 (617) 62,892 577 7,894 707

CONTRACT OWNER
TRANSACTIONS

Participant or contract holder net
payments . . . . . . . . . . . . . . . . . . . . . 26,607 4,154 105,936 45,568 51,798 37,477

Policy loans, net of repayment and
interest . . . . . . . . . . . . . . . . . . . . . . . 0 0 0 0 0 0

Surrenders, withdrawals and death
benefits . . . . . . . . . . . . . . . . . . . . . . . 0 (3,632) 0 (6,974) 0 (6,589)

Net transfers between other
subaccounts or fixed rate option . . . (27,172) 25,977 109,280 49,253 (21,568) (17,277)

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
CONTRACT OWNER
TRANSACTIONS . . . . . . . . . . . . . . (565) 26,499 215,216 87,847 30,230 13,611

NET INCREASE (DECREASE) IN NET
ASSETS RETAINED IN THE
ACCOUNT . . . . . . . . . . . . . . . . . . . . 0 0 0 0 0 0

TOTAL INCREASE (DECREASE) IN
NET ASSETS . . . . . . . . . . . . . . . . . 7,659 25,882 278,108 88,424 38,124 14,318

NET ASSETS
Beginning of period . . . . . . . . . . . . . . . 49,103 23,221 324,147 235,723 127,027 112,709

End of period . . . . . . . . . . . . . . . . . . . . $ 56,762 $ 49,103 $602,255 $324,147 $165,151 $127,027

Beginning units . . . . . . . . . . . . . . . . . . 48,021 22,454 346,632 256,940 99,675 89,419

Units issued . . . . . . . . . . . . . . . . . . . . . 73,144 54,785 260,659 128,535 56,340 32,501
Units redeemed . . . . . . . . . . . . . . . . . . (72,122) (29,218) (51,167) (38,843) (33,590) (22,245)

Ending units . . . . . . . . . . . . . . . . . . . . . 49,043 48,021 556,124 346,632 122,425 99,675

The accompanying notes are an integral part of these financial statements.
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SUBACCOUNTS (Continued)
PIMCO VIT Short-Term

Portfolio DWS Small Cap Index VIP Royce Micro-Cap Portfolio Royce Small-Cap Portfolio
01/01/2012

to
12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

$ 4,573 $ 3,632 $ 227 $ 156 $ (244) $ 2,367 $ 3 $ 46

1,418 960 7 0 2,701 0 595 0

(16) (49) (103) (203) (2,268) (1,534) (23) (27)

11,189 (3,763) 4,076 (1,297) 6,063 (16,215) 2,008 (784)

17,164 780 4,207 (1,344) 6,252 (15,382) 2,583 (765)

182,904 279,774 8,468 4,043 43,297 16,912 4,948 2,994

0 0 0 0 0 0 0 0

0 0 0 (816) 0 (4,790) 0 0

(26,877) 0 944 529 (8,065) 31,435 0 1

156,027 279,774 9,412 3,756 35,232 43,557 4,948 2,995

0 0 0 0 0 0 0 0

173,191 280,554 13,619 2,412 41,484 28,175 7,531 2,230

616,059 335,505 24,465 22,053 93,664 65,489 16,662 14,432

$789,250 $616,059 $38,084 $24,465 $135,148 $ 93,664 $24,193 $16,662

541,338 296,313 25,447 21,925 94,607 58,145 15,906 13,324

151,575 258,161 11,416 5,053 47,311 44,534 4,983 2,840
(18,134) (13,136) (2,788) (1,531) (15,057) (8,072) (360) (258)

674,779 541,338 34,075 25,447 126,861 94,607 20,529 15,906

The accompanying notes are an integral part of these financial statements.
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FINANCIAL STATEMENTS OF
THE GROUP VARIABLE UNIVERSAL LIFE AND PRUBENEFIT SELECT SUBACCOUNTS OF

THE PRUDENTIAL VARIABLE CONTRACT ACCOUNT GI-2

STATEMENT OF CHANGES IN NET ASSETS
For the periods ended December 31, 2012 and 2011

SUBACCOUNTS
AllianceBernstein VPS

Small Cap Growth
Portfolio

Invesco V.I. Small Cap
Equity Fund

Franklin Templeton Small
Cap Value Securities

Fund – Class 2
01/01/2012

to
12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

OPERATIONS
Net investment income (loss) . . . . . . . . . $ (437) $ (389) $ (84) $ (63) $ 1,816 $ 1,204
Capital gains distributions

received . . . . . . . . . . . . . . . . . . . . . . . . 7,122 0 0 0 0 0
Realized gain (loss) on shares

redeemed . . . . . . . . . . . . . . . . . . . . . . . (11) 1,306 (4) (61) (252) (466)
Net change in unrealized gain (loss)

on investments . . . . . . . . . . . . . . . . . . 19,152 6,206 5,514 (255) 53,966 (9,934)

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
OPERATIONS . . . . . . . . . . . . . . . . . . . 25,826 7,123 5,426 (379) 55,530 (9,196)

CONTRACT OWNER
TRANSACTIONS

Participant or contract holder net
payments . . . . . . . . . . . . . . . . . . . . . . . 1,225 1,623 7,065 2,529 75,996 57,972

Policy loans, net of repayment and
interest . . . . . . . . . . . . . . . . . . . . . . . . . 0 0 0 0 0 0

Surrenders, withdrawals and death
benefits . . . . . . . . . . . . . . . . . . . . . . . . . 0 0 0 0 0 (2,774)

Net transfers between other
subaccounts or fixed rate option . . . . 0 32,175 0 3,108 4,290 (35,907)

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
CONTRACT OWNER
TRANSACTIONS . . . . . . . . . . . . . . . . 1,225 33,798 7,065 5,637 80,286 19,291

NET INCREASE (DECREASE) IN NET
ASSETS RETAINED IN THE
ACCOUNT . . . . . . . . . . . . . . . . . . . . . . 0 0 0 0 0 0

TOTAL INCREASE (DECREASE) IN
NET ASSETS . . . . . . . . . . . . . . . . . . . 27,051 40,921 12,491 5,258 135,816 10,095

NET ASSETS
Beginning of period . . . . . . . . . . . . . . . . . 174,687 133,766 38,520 33,262 265,662 255,567

End of period . . . . . . . . . . . . . . . . . . . . . . $201,738 $174,687 $51,011 $38,520 $401,478 $265,662

Beginning units . . . . . . . . . . . . . . . . . . . . 148,723 118,966 35,657 30,566 266,981 247,178

Units issued . . . . . . . . . . . . . . . . . . . . . . . 3,193 53,347 6,270 9,142 100,730 66,006
Units redeemed . . . . . . . . . . . . . . . . . . . . (2,596) (23,590) (468) (4,051) (26,906) (46,203)

Ending units . . . . . . . . . . . . . . . . . . . . . . . 149,320 148,723 41,459 35,657 340,805 266,981

The accompanying notes are an integral part of these financial statements.
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SUBACCOUNTS (Continued)

Fidelity VIP Freedom 2030
Portfolio

Lazard Retirement
International Equity Portfolio

AST Balanced Asset
Allocation Portfolio

AST Wellington
Management Hedged

Equity Portfolio
01/01/2012

to
12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

$ 963 $ 562 $ 473 $ 548 $ 199 $ 89 $ 81 $ 75

408 88 0 0 711 0 0 0

8 (497) (16) (14) (16) (20) (81) (133)

4,326 (1,764) 5,193 (3,466) 1,586 (340) 8,908 (3,559)

5,705 (1,611) 5,650 (2,932) 2,480 (271) 8,908 (3,617)

15,547 3,933 0 0 3,139 2,830 24,685 19,982

0 0 0 0 0 0 0 0

0 (982) (228) (140) 0 0 0 0

3,223 5,634 0 15,080 0 0 0 24,230

18,770 8,585 (228) 14,940 3,139 2,830 24,685 44,212

0 0 0 0 0 0 0 0

24,475 6,974 5,422 12,008 5,619 2,559 33,593 40,595

29,153 22,179 27,063 15,055 18,999 16,440 75,046 34,451

$ 53,628 $29,153 $32,485 $27,063 $24,618 $18,999 $108,639 $75,046

30,371 22,483 20,081 10,359 16,987 14,521 66,815 29,612

28,457 12,248 0 10,012 2,829 2,674 22,234 38,646
(10,451) (4,360) (179) (290) (246) (208) (1,918) (1,443)

48,377 30,371 19,902 20,081 19,570 16,987 87,131 66,815

The accompanying notes are an integral part of these financial statements.
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FINANCIAL STATEMENTS OF
THE GROUP VARIABLE UNIVERSAL LIFE AND PRUBENEFIT SELECT SUBACCOUNTS OF

THE PRUDENTIAL VARIABLE CONTRACT ACCOUNT GI-2

STATEMENT OF CHANGES IN NET ASSETS
For the periods ended December 31, 2012 and 2011

SUBACCOUNTS
AST Preservation Asset

Allocation Portfolio
JPMorgan Insurance Trust

Core Bond Portfolio
JPMorgan Insurance Trust

U.S. Equity Portfolio
01/01/2012

to
12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

OPERATIONS
Net investment income (loss) . . . . . . . . $ 2,970 $ 1,949 $ 859 $ 1,123 $ 548 $ 363
Capital gains distributions

received . . . . . . . . . . . . . . . . . . . . . . . . 19,067 0 0 0 0 0
Realized gain (loss) on shares

redeemed . . . . . . . . . . . . . . . . . . . . . . . (310) (1,532) (281) (234) (3) (80)
Net change in unrealized gain (loss)

on investments . . . . . . . . . . . . . . . . . . 6,517 249 444 556 7,754 (1,400)

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
OPERATIONS . . . . . . . . . . . . . . . . . . . 28,244 666 1,022 1,445 8,299 (1,117)

CONTRACT OWNER
TRANSACTIONS

Participant or contract holder net
payments . . . . . . . . . . . . . . . . . . . . . . . 111,271 86,287 1,197 886 1,422 1,734

Policy loans, net of repayment and
interest . . . . . . . . . . . . . . . . . . . . . . . . . 0 0 0 0 0 0

Surrenders, withdrawals and death
benefits . . . . . . . . . . . . . . . . . . . . . . . . 0 (9,218) 0 (5,687) 0 (874)

Net transfers between other
subaccounts or fixed rate option . . . . (29,145) (39,692) (3) 0 0 0

NET INCREASE (DECREASE) IN NET
ASSETS RESULTING FROM
CONTRACT OWNER
TRANSACTIONS . . . . . . . . . . . . . . . . 82,126 37,377 1,194 (4,801) 1,422 860

NET INCREASE (DECREASE) IN NET
ASSETS RETAINED IN THE
ACCOUNT . . . . . . . . . . . . . . . . . . . . . . 0 0 0 (9,654) 0 0

TOTAL INCREASE (DECREASE) IN
NET ASSETS . . . . . . . . . . . . . . . . . . . 110,370 38,043 2,216 (13,010) 9,721 (257)

NET ASSETS
Beginning of period . . . . . . . . . . . . . . . . . 264,117 226,074 19,849 32,859 47,986 48,243

End of period . . . . . . . . . . . . . . . . . . . . . . $374,487 $264,117 $22,065 $ 19,849 $57,707 $47,986

Beginning units . . . . . . . . . . . . . . . . . . . . 235,618 203,684 1,363 11,711 4,489 4,408

Units issued . . . . . . . . . . . . . . . . . . . . . . . 122,447 82,293 518 421 1,150 1,334
Units redeemed . . . . . . . . . . . . . . . . . . . . (55,392) (50,359) (436) (10,769) (1,030) (1,253)

Ending units . . . . . . . . . . . . . . . . . . . . . . . 302,673 235,618 1,445 1,363 4,609 4,489

The accompanying notes are an integral part of these financial statements.
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SUBACCOUNTS (Continued)
JPMorgan Insurance Trust

International Equity Portfolio
JPMorgan Insurance Trust

Small Cap Portfolio
01/01/2012

to
12/31/2012

01/01/2011
to

12/31/2011

01/01/2012
to

12/31/2012

01/01/2011
to

12/31/2011

$ 530 $ 428 $ (50) $ (62)

0 0 0 0

(58) (22) 24 1,264

5,528 (4,193) 3,487 (1,858)

6,000 (3,787) 3,461 (656)

874 509 946 667

0 0 0 0

0 (337) 0 (4,393)

(3) 0 0 0

871 172 946 (3,726)

0 0 0 0

6,871 (3,615) 4,407 (4,382)

28,382 31,997 17,302 21,684

$35,253 $28,382 $21,709 $17,302

2,350 2,335 1,039 1,235

340 266 621 552
(268) (251) (567) (748)

2,422 2,350 1,093 1,039

The accompanying notes are an integral part of these financial statements.
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NOTES TO FINANCIAL STATEMENTS OF
THE GROUP VARIABLE UNIVERSAL LIFE AND PRU BENEFIT SELECT SUBACCOUNTS OF

THE PRUDENTIAL VARIABLE CONTRACT ACCOUNT GI-2
December 31, 2012

Note 1: General

The Prudential Variable Contract Account GI-2 (the “Account”) was established on June 14,
1988 by The Prudential Insurance Company of America (“Prudential”), which is a wholly-
owned subsidiary of Prudential Financial, Inc. (“PFI”), under the laws of the State of New
Jersey. Under applicable insurance law, the assets and liabilities of the Account are clearly
identified and distinguished from Prudential’s other assets and liabilities. The portion of the
Account’s assets applicable to the variable life contracts is not chargeable with liabilities
arising out of any other business Prudential may conduct. Proceeds from purchases of
Group Variable Universal Life and PruBenefit Select contracts (the “Contracts”) are invested
in the Account. The Account is registered with the Securities and Exchange Commission
(“SEC”) under the Investment Company Act of 1940 as a unit investment trust, which is a
type of investment company.

The Account is a funding vehicle for group insurance contracts which are generally issued to
employers, associations, sponsoring organizations or trusts (“Contractholders”) who make
contributions on behalf of their employees. A person for whom contributions have been
made and to whom contributions remain credited under a Contract is a “Participant”.

There are eighty two subaccounts within the Account. The assets of each Subaccount are
invested in either a corresponding portfolio of The Prudential Series Fund, Advanced Series
Trust (collectively the “Series Funds”) or one of the non-Prudential administered funds
(collectively, the “Portfolios”). Investment options vary by contract. The name of each
Portfolio and the corresponding subaccount name are as follows:

Prudential Series Fund
Money Market Portfolio
Diversified Bond Portfolio
Equity Portfolio
Flexible Managed Portfolio
Conservative Balanced Portfolio
Value Portfolio
High Yield Bond Portfolio
Natural Resources Portfolio
Government Income Portfolio
Stock Index Portfolio
Global Portfolio
Jennison Portfolio
Jennison 20/20 Focus Portfolio
Small Capitalization Stock Portfolio

Invesco Variable Insurance
Core Equity Fund
International Growth Fund
Small Cap Equity Fund

Alliance Bernstein Variable
Product Series
Real Estate Investment Portfolio
International Growth Portfolio
International Value Portfolio**
Small Cap Growth Portfolio

American Century Variable
Portfolios
Balanced Fund

International Fund
Value Fund

Advanced Series Trust
AST Balanced Asset Allocation

Portfolio
AST Wellington Management

Hedged Equity Portfolio
AST Preservation Asset Allocation

Portfolio

Dreyfus Variable Investment
Opportunistic Small Cap Portfolio
International Equity Portfolio

DWS Variable Series I
Capital Growth VIP

DWS Variable Series II
Dreman Small Mid Cap Value VIP
Government & Agency Securities

VIP
High Income VIP

DWS Investment VIT Funds
Small Cap Index VIP

Fidelity Variable Insurance
Contrafund Portfolio – Service Class
Equity-Income Portfolio – Service

Class

Index 500 Portfolio – Service Class
Mid Cap Portfolio – Service Class
Money Market Portfolio
Value Strategies Portfolio – Service

Class
Freedom 2015 Portfolio
Freedom 2020 Portfolio – Service

Class
Freedom 2025 Portfolio
Freedom 2030 Portfolio

Franklin Templeton
Developing Markets Securities

Fund – Class 2
Foreign Securities Fund – Class 2
Large Cap Value Securities Fund
Small Cap Value Securities Fund –

Class 2
Strategic Income Securities Fund –

Class 2
Mutual Global Discovery Securities

Fund – Class 2
Global Bond Securities Fund –

Class 2
Growth Securities Fund**

Janus Aspen Series
Worldwide Portfolio – Institutional

Shares
Janus Portfolio – Institutional

Shares
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Note 1: General (Continued)

Overseas Portfolio – Institutional
Shares

Enterprise Portfolio – Institutional
Shares

JPMorgan Insurance Trust
Core Bond Portfolio
U.S. Equity Portfolio
International Equity Portfolio
Small Cap Portfolio
Intrepid Mid Cap Portfolio

Lazard Retirement Series
U.S. Small-Mid Cap Equity Portfolio
Emerging Markets Equity Portfolio
International Equity Portfolio

MFS Variable Insurance Trust
Research Series Portfolio
Strategic Income Series Portfolio
Research Bond Series Portfolio

Neuberger Berman Advisors
Management Trust
Short Duration Bond Portfolio
Partners Portfolio
Mid-Cap Growth Portfolio
Growth Portfolio

PIMCO Variable Insurance Trust
Long-Term U.S. Government

Portfolio
Low Duration Portfolio

Short-Term Portfolio
Total Return Portfolio

Royce Capital Fund
Micro-Cap Portfolio
Small-Cap Portfolio

T. Rowe Price
Mid-Cap Growth Portfolio
New America Growth Portfolio
Equity Income Portfolio
Personal Strategy Balanced

Portfolio
International Stock Portfolio

The following table sets forth the dates on which expirations took place in the Account for
funds containing only seed money. As of the date of expiration, the seed money was
returned to Prudential.
Date Fund Seed Money

March 27, 2012 . . . . . . . . Franklin Templeton Growth Securities Fund $15,912

** Subaccount no longer available for investment as of December 31, 2012

The Series Fund is a diversified open-end management investment company, and each
portfolio of the Series Fund is managed by Prudential Investments LLC, which is an affiliate
of Prudential. The AST Fund is a diversified open-end management investment company,
and each portfolio of the AST Fund is co-managed by Prudential Investments LLC and AST
Investment Services, Inc, which is also an affiliate of Prudential. Each of the variable
investment options of the Account indirectly bears exposure to the market, credit and
liquidity risks of the portfolio in which it invests. These financial statements should be read in
conjunction with the financial statements and footnotes of the underlying portfolios of the
mutual funds. Additional information on these portfolios of the mutual funds is available
upon request to the appropriate companies.

Note 2: Significant Accounting Policies

The accompanying financial statements are prepared in conformity with accounting principles
generally accepted in the United States of America (“GAAP”). The preparation of the financial
statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts and disclosures at the date of the financial
statements and the reported amounts of increases and decreases in net assets resulting
from operations during the reporting period. Actual results could differ from those estimates.

Investments—The investments in shares of the portfolios are stated at the net asset value
of the respective portfolios, which is obtained from the custodian and is based on the fair
value of the underlying securities in the respective portfolios. All changes in fair value are
recorded as changes in unrealized gains (losses) on investments in the statements of
operations of the applicable subaccount.

Security Transactions—Realized gains and losses on security transactions are determined
based upon the specific identification method. Purchase and sale transactions are recorded
as of the trade date of the security being purchased or sold.

Dividend Income and Distributions Received—Dividend and capital gain distributions
received are reinvested in additional shares of the portfolios and are recorded on the
ex-distribution date.
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Note 2: Significant Accounting Policies (Continued)

New Accounting Pronouncements

Effective January 1, 2012, the Account adopted, prospectively, updated guidance regarding
the fair value measurements and disclosure requirements. The updated guidance clarifies
existing guidance related to the application of fair value measurement methods and requires
expanded disclosures. The expanded disclosures required by this guidance are included in
Note 3. Adoption of this guidance did not have a material effect on the Account’s net assets
or results of operations.

Note 3: Fair Value

Fair Value Measurement—Fair value is defined as the price that would be received to sell
an investment in an orderly transaction between market participants at the measurement
date. GAAP establishes a hierarchy that prioritizes the inputs to valuation techniques into
three levels. The level in the fair value hierarchy within which the fair value measurement
falls is determined based on the lowest level of any input both individually and in the
aggregate that is significant to the fair value measurement. The inputs or methodology used
for valuing investments are not necessarily an indication of the risks associated with
investing in those securities. The levels of the fair value hierarchy are as follows:

Level 1—Fair value is based on unadjusted quoted prices in active markets that are
accessible to the Account for identical investments. These generally provide the most reliable
evidence and are used to measure fair value whenever available. Active markets are defined
as having the following characteristics for the measured asset/liability: (i) many transactions,
(ii) current prices, (iii) price quotes not varying substantially among market makers,
(iv) narrow bid/ask spreads and (v) most information publicly available. Investments which
have a net asset value which is readily available to the public are classified as Level 1.

Level 2—Fair value is based on significant inputs, other than Level 1 inputs, that are
observable for the investment, either directly or indirectly, for substantially the full term of
the investment through corroboration with observable market data. Level 2 inputs include
quoted market prices in active markets for similar securities, quoted market prices in
markets that are not active for identical or similar securities, and other market observable
inputs. Investments which have a net asset value which is only available to institutional
clients are classified as Level 2.

Level 3—Fair value is based on at least one or more significant unobservable inputs for the
investment. These inputs reflect the Account’s assumptions about the inputs market
participants would use in pricing the investment. As of December 31, 2012, the Account did
not have any Level 3 investments.

As of December 31, 2012, all investments have been classified as Level 1 with the
exception of proprietary funds, consisting of Series Funds, and any non-proprietary funds
not available for public investment, which are classified as Level 2. The Level 2 investments
as of December 31, 2012, are presented below.

Proprietary Funds (“Series Funds”) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $35,678,763
Janus Aspen Worldwide Portfolio – Institutional Shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 332,274
Janus Aspen Janus Portfolio – Institutional Shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 61,865
Janus Aspen Overseas Portfolio – Institutional Shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 122,975
Janus Aspen Enterprise Portfolio – Institutional Shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,434,982
AllianceBernstein VPS Real Estate Investment Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 211,050
JPMorgan Insurance Trust U.S. Equity Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 57,707
JPMorgan Insurance Trust Small Cap Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 21,709
AllianceBernstein VPS International Growth Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 182,544
AllianceBernstein VPS Small Cap Growth Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 201,738
Lazard Retirement U.S. Small-Mid Cap Equity Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 65,436
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Note 3: Fair Value (Continued)

Lazard Retirement Emerging Markets Equity Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,639,945
Lazard Retirement International Equity Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 32,485
Royce Micro-Cap Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 135,148
Royce Small-Cap Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 24,193

Transfers between levels:

During 2012 there were significant transfers from Level 1 to Level 2 and Level 2 to Level 1
as presented below. The transfers are based on values as of December 31, 2011.
Investments are transferred out of Level 1 and into Level 2 when a net asset value is no
longer readily available to the public and conversely transferred out of Level 2 and into
Level 1 when a net asset value becomes readily available to the public.

Transfers from Level 1 to Level 2

JPMorgan Insurance Trust U.S. Equity Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 32,859
JPMorgan Insurance Trust Small Cap Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 48,243
Lazard Retirement U.S. Small-Mid Cap Equity Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 63,371
Lazard Retirement Emerging Markets Equity Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,258,581
Lazard Retirement International Equity Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 27,063
Royce Micro-Cap Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 93,684
Royce Small-Cap Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 16,662

Transfers from Level 2 to Level 1

Dreyfus Variable Investment Opportunistic Small Cap Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $7,415,705
Franklin Templeton Foreign Securities Fund – Class 2 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $4,014,201
Franklin Templeton Developing Markets Securities Fund – Class 2 . . . . . . . . . . . . . . . . . . . . . . . . . . . . $3,342,198
Franklin Templeton Mutual Global Discovery Securities Fund 2 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 99,577
Franklin Templeton Global Bond Securities Fund – Class 2 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 238,376

Note 4: Taxes

Prudential is taxed as a “life insurance company” as defined by the Internal Revenue Code.
The results of operations of the Account form a part of PFI’s consolidated federal tax return.
No federal, state or local income taxes are payable by the Account. As such, no provision
for tax liability has been recorded in these financial statements. Prudential management will
review periodically the status of the policy in the event of changes in the tax law. A charge
may be made in future years for any federal income taxes that would be attributable to
the contracts.

Note 5: Purchases and Sales of Investments

The aggregate costs of purchases and proceeds from sales, excluding distributions received
and reinvested, of investments in the portfolios for the year ended December 31, 2012 were
as follows:

Purchases Sales

Prudential Money Market Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 677,158 $(1,488,037)
Prudential Flexible Managed Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 872,994 $ (850,051)
Prudential Stock Index Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,079,986 $(2,451,018)
Prudential Equity Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 904,833 $(1,067,907)
Neuberger Berman AMT Short Duration Bond Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . $ 344,033 $ (338,287)
DWS High Income VIP . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 722,223 $ (636,331)
MFS VIT Research Series Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 810,151 $ (967,774)
Dreyfus Variable Investment Opportunistic Small Cap Portfolio . . . . . . . . . . . . . . . . . . . $1,475,026 $(1,633,181)
Franklin Templeton Foreign Securities Fund – Class 2 . . . . . . . . . . . . . . . . . . . . . . . . . . $ 929,629 $ (872,859)
Franklin Templeton Developing Markets Securities Fund – Class 2 . . . . . . . . . . . . . . . $ 717,403 $ (747,539)
Prudential Diversified Bond Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 85,009 $ (116,416)
Prudential High Yield Bond Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 168,705 $ (99,385)
Prudential Value Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 164,283 $ (88,721)
Prudential Jennison Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 666,904 $ (666,434)
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Note 5: Purchases and Sales of Investments (Continued)
Purchases Sales

Prudential Global Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 31,482 $ (21,634)
American Century VP Balanced Fund . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,304 $ (2,838)
American Century VP International Fund . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5,071 $ (3,123)
American Century VP Value Fund . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 11,857 $ (48,894)
T.Rowe Price Mid-Cap Growth Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,132,936 $ (976,184)
T.Rowe Price New America Growth Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 176,923 $ (163,991)
Prudential Small Capitalization Stock Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 220,222 $ (254,525)
MFS VIT Research Bond Series Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4,735 $ (105,534)
T.Rowe Price Equity Income Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,806,272 $(1,388,290)
Neuberger Berman AMT Partners Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 86,204 $ (221,193)
Janus Aspen Worldwide Portfolio – Institutional Shares . . . . . . . . . . . . . . . . . . . . . . . . . $ 19,105 $ (58,994)
MFS VIT Strategic Income Series Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,052 $ (3,900)
Janus Aspen Janus Portfolio – Institutional Shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4,421 $ (16,741)
Janus Aspen Overseas Portfolio – Institutional Shares . . . . . . . . . . . . . . . . . . . . . . . . . . $ 86,629 $ (120,443)
Lazard Retirement U.S. Small-Mid Cap Equity Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,666 $ (8,073)
Janus Aspen Enterprise Portfolio – Institutional Shares . . . . . . . . . . . . . . . . . . . . . . . . . $ 666,676 $ (703,217)
AllianceBernstein VPS Real Estate Investment Portfolio . . . . . . . . . . . . . . . . . . . . . . . . $ 100,370 $ (59,033)
DWS Government & Agency Securities VIP . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 780 $ (280)
Prudential Conservative Balanced Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 651,412 $ (444,823)
Prudential Jennison 20/20 Focus Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 68,108 $ (38,479)
Dreyfus Variable Investment Fund International Equity Portfolio . . . . . . . . . . . . . . . . . . $ 133,039 $ (62,698)
DWS Dreman Small Mid Cap Value VIP . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 72,191 $ (40,668)
Lazard Retirement Emerging Markets Equity Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . $ 406,405 $ (295,275)
T. Rowe Price Personal Strategy Balanced Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 210,856 $ (121,185)
Franklin Templeton Growth Securities Fund . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0 $ 0
Neuberger Berman Advisers Management Trust Growth Portfolio . . . . . . . . . . . . . . . . . $ 0 $ (86)
Prudential Government Income Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 255 $ (59)
Prudential Natural Resources Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 9 $ (82)
T. Rowe Price International Stock Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,259 $ (295)
Invesco V.I. Core Equity Fund . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0 $ (53)
Fidelity VIP Equity-Income Portfolio – Service Class . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 17,987 $ (1,627)
PIMCO VIT Long-Term U.S Government Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 20,458 $ (2,019)
DWS Capital Growth VIP . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 74,805 $ (11,573)
Franklin Templeton Mutual Global Discovery Securities Fund – Class 2 . . . . . . . . . . . . $ 41,378 $ (6,575)
PIMCO VIT Total Return Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 27,857 $ (3,529)
AllianceBernstein VPS International Growth Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 120,404 $ (65,077)
AllianceBernstein VPS International Value Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 32,647 $ (98,221)
Fidelity VIP Freedom 2015 Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 130,342 $ (42,773)
Invesco V.I. International Growth Fund . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 139,724 $ (3,045)
Franklin Templeton Large Cap Value Securities Fund . . . . . . . . . . . . . . . . . . . . . . . . . . $ 14,189 $ (927)
Franklin Templeton Global Bond Securities Fund – Class 2 . . . . . . . . . . . . . . . . . . . . . . $ 126,770 $ (109,230)
JPMorgan Insurance Trust Intrepid Mid Cap Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1 $ (31)
Neuberger Berman AMT Mid-Cap Growth Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 37,667 $ (2,913)
Fidelity VIP Mid Cap Portfolio – Service Class . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 79,621 $ (25,296)
Franklin Templeton Strategic Income Securities Fund – Class 2 . . . . . . . . . . . . . . . . . . $ 21,652 $ (7,760)
Fidelity VIP Value Strategies Portfolio – Service Class . . . . . . . . . . . . . . . . . . . . . . . . . . $ 33,957 $ (22,372)
Fidelity VIP Money Market Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 563,333 $ (41,514)
Fidelity VIP Freedom 2025 Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 24,205 $ (1,007)
Fidelity VIP Contrafund Portfolio – Service Class . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 28,778 $ (8,992)
Fidelity VIP Freedom 2020 Portfolio – Service Class . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 82,065 $ (82,780)
Fidelity VIP Index 500 Portfolio – Service Class . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 265,003 $ (50,860)
PIMCO VIT Low Duration Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 73,354 $ (43,436)
PIMCO VIT Short-Term Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 170,479 $ (16,103)
DWS Small Cap Index VIP . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 12,231 $ (2,868)
Royce Micro-Cap Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 50,936 $ (15,948)
Royce Small-Cap Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5,327 $ (402)
AllianceBernstein VPS Small Cap Growth Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4,011 $ (3,223)
Invesco V.I. Small Cap Equity Fund . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7,524 $ (543)
Franklin Templeton Small Cap Value Securities Fund – Class 2 . . . . . . . . . . . . . . . . . . $ 106,336 $ (26,790)
Fidelity VIP Freedom 2030 Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 29,858 $ (11,178)
Lazard Retirement International Equity Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0 $ (263)
AST Balanced Asset Allocation Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,413 $ (297)
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Purchases Sales

AST Wellington Management Hedged Equity Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 26,805 $ (2,302)
AST Preservation Asset Allocation Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $143,676 $(62,258)
JPMorgan Insurance Trust Core Bond Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,748 $ (1,651)
JPMorgan Insurance Trust U.S. Equity Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,482 $ (1,304)
JPMorgan Insurance Trust International Equity Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,469 $ (741)
JPMorgan Insurance Trust Small Cap Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,871 $ (1,015)

Note 6: Related Party Transactions

PFI and its affiliates perform various services on behalf of the portfolios of the Series Funds
in which the Account invests and may receive fees for the services performed. These
services include, among other things, investment management, subadvisory, shareholder
communications, preparation, postage, fund transfer agency and various other record
keeping. administrative, and customer service functions.

The Series Fund has entered into a management agreement with Prudential Investments
LLC (“PI”) and the Advanced Series Fund Trust has entered into a management agreement
with PI and AST Investment Services, Inc, both indirect, wholly-owned subsidiaries of PFI
(together the “Investment Managers”). Pursuant to these agreements, the Investment
Managers have responsibility for all investment advisory services and supervise the
subadvisors’ performance of such services with respect to each portfolio. The Investment
Managers entered into subadvisory agreements with several subadvisors, including
Prudential Investment Management, Inc. and Jennison Associates LLC, which are indirect,
wholly-owned subsidiaries of PFI.

The Series Funds have distribution agreements with Prudential Investment Management
Services LLC (“PIMS”), an indirect, wholly-owned subsidiary of PFI, which acts as the
distributor of the Class I and Class II shares of the Series Funds. No distribution or service
fees are paid to PIMS as distributor of the Class I shares of the portfolios of the Series
Funds. However, service fees are paid to PIMS as distributor of the Class II shares of the
portfolios of the Series Funds. The Account only invests in Class I shares of the Series
Fund, not Class II shares. The Investment Managers have agreed to reimburse certain
portfolios of the Series Funds the portion of the management fees for that portfolio equal to
the amount that the aggregate annual ordinary operating expenses (excluding interest,
taxes, brokerage commissions, and acquired fund expenses, as applicable) exceeds
various agreed upon percentages of the portfolios

PI has voluntarily agreed to waive a portion of its management fee equal to an annual rate
of 0.05% of the average daily net assets of the Stock Index Portfolio. In order to support the
income yield, PI has also voluntarily agreed to limit the management fees of the Money
Market Portfolio such that the 1-day annualized yield (excluded capital gain or loss) does
not fall below 0.00%. The waiver is voluntary and may be modified or terminated by PI at
any time without notice.

Prudential Mutual Fund Services LLC, an affiliate of PI and an indirect, wholly-owned
subsidiary of PFI, serves as the transfer agent for each portfolio of the Series Funds.

The Account has extensive transactions and relationships with Prudential and other
affiliates. Due to these relationships, it is possible that the terms of these transactions are
not the same as those that would result from transactions among wholly unrelated parties.

Note 7: Financial Highlights

The following table was developed by determining which products offered by The Prudential
Variable Contract Account GI-2 and funded by the Account have the lowest and highest
expense ratio. Only product designs within each subaccount that had units outstanding
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Note 7: Financial Highlights (Continued)

during the respective periods, were considered when determining the lowest and highest
expense ratio. The summary may not reflect the minimum and maximum contract charges
offered by GI-2 as contract holders may not have selected all available and applicable
contract options.

A summary of units outstanding, unit values, net assets, investment income ratios, expense
ratios and total returns for the years ended December 31, 2012, 2011, 2010, 2009 and 2008
were as follows:

At year ended For year ended

Units
(000s)

Unit Value
Lowest — Highest

Net
Assets
(000s)

Investment
Income Ratio*

Expense
Ratio**

Total Return***
Lowest — Highest

Prudential Money Market Portfolio

December 31, 2012 177 $13.43 to $13.43 $ 2,381 0.01% 0.45% -0.44% to -0.44%
December 31, 2011 237 $13.49 to $13.49 $ 3,192 0.02% 0.45% -0.43% to -0.43%
December 31, 2010 285 $13.54 to $13.54 $ 3,863 0.03% 0.45% -0.41% to -0.41%
December 31, 2009 317 $13.60 to $13.60 $ 4,307 0.41% 0.45% -0.07% to -0.07%
December 31, 2008 355 $13.61 to $13.61 $ 4,829 2.59% 0.45% 2.18% to 2.18%

Prudential Flexible Managed Portfolio

December 31, 2012 264 $17.17 to $17.17 $ 4,530 1.92% 0.45% 12.87% to 12.87%
December 31, 2011 262 $15.21 to $15.21 $ 3,982 1.97% 0.45% 3.07% to 3.87%
December 31, 2010 278 $ 1.38 to $14.64 $ 3,944 2.26% 0.45% 11.54% to 12.03%
December 31, 2009 287 $ 1.23 to $13.13 $ 3,649 3.50% 0.45% 19.47% to 23.00%
December 31, 2008 267 $10.99 to $10.99 $ 2,931 2.93% 0.45% -25.19% to -25.19%

Prudential Stock Index Portfolio

December 31, 2012 1,022 $14.99 to $14.99 $15,316 1.70% 0.45% 15.17% to 15.17%
December 31, 2011 1,047 $13.01 to $13.01 $13,620 1.60% 0.45% 1.49% to 1.49%
December 31, 2010 1,032 $12.82 to $12.82 $13,230 1.79% 0.45% 14.07% to 14.07%
December 31, 2009 1,151 $11.24 to $11.24 $12,933 2.81% 0.45% 25.59% to 25.59%
December 31, 2008 1,125 $ 8.95 to $ 8.95 $10,081 2.24% 0.45% -37.28% to -37.28%

Prudential Equity Portfolio

December 31, 2012 361 $ 1.15 to $15.72 $ 5,377 0.59% 0.45% 13.19% to 13.69%
December 31, 2011 368 $ 1.01 to $13.89 $ 4,902 0.68% 0.45% -3.91% to -3.47%
December 31, 2010 367 $ 1.05 to $14.45 $ 5,122 0.80% 0.45% 11.40% to 11.90%
December 31, 2009 415 $ 0.94 to $12.97 $ 5,070 1.62% 0.45% 37.54% to 38.24%
December 31, 2008 393 $ 0.68 to $ 9.43 $ 3,618 1.43% 0.45% -38.45% to -38.18%

Neuberger Berman AMT Short Duration Bond Portfolio

December 31, 2012 102 $14.62 to $14.62 $ 1,492 3.11% 0.45% 4.14% to 4.14%
December 31, 2011 101 $14.04 to $14.04 $ 1,422 4.05% 0.45% -0.16% to -0.16%
December 31, 2010 104 $14.06 to $14.06 $ 1,456 5.49% 0.45% 4.81% to 4.81%
December 31, 2009 103 $13.41 to $13.41 $ 1,375 8.14% 0.45% 12.78% to 12.78%
December 31, 2008 103 $11.89 to $11.89 $ 1,230 4.92% 0.45% -13.84% to -13.84%

DWS High Income VIP

December 31, 2012 196 $20.26 to $20.26 $ 3,963 8.12% 0.45% 14.41% to 14.41%
December 31, 2011 190 $17.71 to $17.71 $ 3,369 8.86% 0.45% 3.37% to 3.37%
December 31, 2010 193 $17.13 to $17.13 $ 3,298 7.64% 0.45% 13.49% to 13.49%
December 31, 2009 177 $15.09 to $15.09 $ 2,672 10.73% 0.45% 39.34% to 39.34%
December 31, 2008 170 $10.83 to $10.83 $ 1,841 11.23% 0.45% -24.27% to -24.27%

MFS VIT Research Series Portfolio

December 31, 2012 422 $15.35 to $15.35 $ 6,478 0.78% 0.45% 16.76% to 16.76%
December 31, 2011 432 $13.15 to $13.15 $ 5,683 0.85% 0.45% -0.90% to -0.90%
December 31, 2010 439 $13.27 to $13.27 $ 5,827 0.95% 0.45% 15.38% to 15.38%
December 31, 2009 468 $11.50 to $11.50 $ 5,378 1.48% 0.45% 29.94% to 29.94%
December 31, 2008 459 $ 8.85 to $ 8.85 $ 4,062 0.54% 0.45% -36.38% to -36.38%

Dreyfus Variable Investment Opportunistic Small Cap Portfolio

December 31, 2012 566 $15.37 to $15.37 $ 8,699 0.00% 0.45% 20.04% to 20.04%
December 31, 2011 579 $12.81 to $12.81 $ 7,416 0.41% 0.45% -14.25% to -14.25%
December 31, 2010 569 $14.93 to $14.93 $ 8,494 0.78% 0.45% 30.57% to 30.57%
December 31, 2009 611 $11.44 to $11.44 $ 6,992 1.66% 0.45% 25.58% to 25.58%
December 31, 2008 568 $ 9.11 to $ 9.11 $ 5,180 0.91% 0.45% -37.90% to -37.90%
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Franklin Templeton Foreign Securities Fund – Class 2

December 31, 2012 289 $16.52 to $16.52 $4,773 2.97% 0.45% 17.72% to 17.72%
December 31, 2011 286 $14.03 to $14.03 $4,014 1.71% 0.45% -11.05% to -11.05%
December 31, 2010 283 $15.78 to $15.78 $4,459 1.92% 0.45% 7.92% to 7.92%
December 31, 2009 294 $14.62 to $14.62 $4,295 3.01% 0.45% 36.51% to 36.51%
December 31, 2008 284 $10.71 to $10.71 $3,046 2.36% 0.45% -40.66% to -40.66%

Franklin Templeton Developing Markets Securities Fund – Class 2

December 31, 2012 110 $33.72 to $33.72 $3,724 1.36% 0.45% 12.66% to 12.66%
December 31, 2011 112 $29.93 to $29.93 $3,342 0.96% 0.45% -16.25% to -16.25%
December 31, 2010 110 $35.74 to $35.74 $3,932 1.62% 0.45% 17.07% to 17.07%
December 31, 2009 110 $30.53 to $30.53 $3,356 3.75% 0.45% 71.90% to 71.90%
December 31, 2008 102 $17.76 to $17.76 $1,818 2.61% 0.45% -52.92% to -52.92%

Prudential Diversified Bond Portfolio

December 31, 2012 58 $ 1.59 to $23.33 $ 665 4.40% 0.45% 10.19% to 10.68%
December 31, 2011 51 $ 1.44 to $21.17 $ 630 4.29% 0.45% 7.03% to 7.51%
December 31, 2010 47 $ 1.34 to $19.78 $ 610 4.20% 0.45% 10.08% to 10.57%
December 31, 2009 54 $ 1.21 to $17.97 $ 726 4.75% 0.45% 19.96% to 21.00%
December 31, 2008 50 $ 1.00 to $14.98 $ 611 5.14% 0.45% -3.85% to -3.85%

Prudential High Yield Bond Portfolio

December 31, 2012 43 $22.84 to $22.84 $ 975 6.98% 0.45% 13.92% to 13.92%
December 31, 2011 39 $20.05 to $20.05 $ 790 7.43% 0.45% 3.13% to 4.63%
December 31, 2010 44 $ 1.31 to $19.17 $ 654 8.36% 0.45% 13.55% to 14.05%
December 31, 2009 58 $ 1.15 to $16.88 $ 564 9.51% 0.45% 46.53% to 47.16%
December 31, 2008 42 $ 0.78 to $11.52 $ 377 8.72% 0.45% -22.63% to -22.00%

Prudential Value Portfolio

December 31, 2012 142 $ 1.05 to $20.13 $ 517 0.99% 0.45% 14.12% to 14.62%
December 31, 2011 100 $ 0.92 to $17.64 $ 386 0.95% 0.45% -6.01% to -5.58%
December 31, 2010 52 $ 0.97 to $18.77 $ 355 0.88% 0.45% 13.35% to 13.86%
December 31, 2009 82 $ 0.85 to $16.56 $ 319 2.00% 0.45% 41.42% to 41.67%
December 31, 2008 26 $ 0.60 to $11.71 $ 195 1.85% 0.45% -42.60% to -42.31%

Prudential Jennison Portfolio

December 31, 2012 194 $12.73 to $12.73 $2,472 0.16% 0.45% 15.67% to 15.67%
December 31, 2011 195 $11.00 to $11.00 $2,147 0.30% 0.45% -0.15% to -0.15%
December 31, 2010 184 $11.02 to $11.02 $2,030 0.43% 0.45% 11.45% to 11.45%
December 31, 2009 185 $ 9.89 to $ 9.89 $1,824 0.69% 0.45% 42.51% to 42.51%
December 31, 2008 181 $ 6.94 to $ 6.94 $1,259 0.53% 0.45% -37.59% to -37.59%

Prudential Global Portfolio

December 31, 2012 128 $ 1.02 to $14.28 $ 274 1.75% 0.45% 17.01% to 17.52%
December 31, 2011 105 $ 0.87 to $12.20 $ 225 1.50% 0.45%* -7.40% to -6.97%
December 31, 2010 84 $ 0.93 to $13.18 $ 209 1.37% 0.45%* 12.23% to 12.74%
December 31, 2009 71 $ 0.83 to $11.74 $ 300 2.97% 0.45%* 30.88% to 31.75%
December 31, 2008 32 $ 0.63 to $ 8.97 $ 204 1.75% 0.45%* -43.23% to -42.73%

American Century VP Balanced Fund

December 31, 2012 6 $16.58 to $16.58 $ 91 2.08% 0.45% 11.31% to 11.31%
December 31, 2011 5 $14.90 to $14.90 $ 81 1.88% 0.45% 4.86% to 4.86%
December 31, 2010 6 $14.21 to $14.21 $ 87 1.91% 0.45% 11.14% to 11.14%
December 31, 2009 6 $12.78 to $12.78 $ 76 6.04% 0.45% 14.93% to 14.93%
December 31, 2008 11 $11.12 to $11.12 $ 126 2.55% 0.45% -20.68% to -20.68%

American Century VP International Fund

December 31, 2012 6 $14.43 to $14.43 $ 82 0.82% 0.45% 20.63% to 20.63%
December 31, 2011 5 $11.97 to $11.97 $ 66 1.41% 0.45% -12.45% to -12.45%
December 31, 2010 6 $13.67 to $13.67 $ 78 2.25% 0.45% 12.79% to 12.79%
December 31, 2009 5 $12.12 to $12.12 $ 66 1.97% 0.45% 33.19% to 33.19%
December 31, 2008 6 $ 9.10 to $ 9.10 $ 55 0.81% 0.45% -45.08% to -45.08%
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American Century VP Value Fund

December 31, 2012 12 $22.27 to $22.27 $ 265 1.88% 0.45% 14.07% to 14.07%
December 31, 2011 14 $19.53 to $19.53 $ 264 2.03% 0.45% 0.56% to 0.56%
December 31, 2010 17 $19.42 to $19.42 $ 325 2.19% 0.45% 12.92% to 12.92%
December 31, 2009 18 $17.20 to $17.20 $ 317 5.63% 0.45% 19.36% to 19.36%
December 31, 2008 22 $14.41 to $14.41 $ 314 2.44% 0.45% -27.11% to -27.11%

T.Rowe Price Mid-Cap Growth Portfolio

December 31, 2012 159 $29.78 to $29.78 $4,743 0.00% 0.45% 13.40% to 13.40%
December 31, 2011 154 $26.26 to $26.26 $4,047 0.00% 0.45% -1.72% to -1.72%
December 31, 2010 140 $26.72 to $26.72 $3,750 0.00% 0.45% 27.55% to 27.55%
December 31, 2009 116 $20.95 to $20.95 $2,435 0.13% 0.45% 45.08% to 45.08%
December 31, 2008 100 $14.44 to $14.44 $1,442 0.00% 0.45% -40.06% to -40.06%

T.Rowe Price New America Growth Portfolio

December 31, 2012 32 $14.17 to $14.17 $ 446 0.50% 0.45% 12.62% to 12.62%
December 31, 2011 31 $12.58 to $12.58 $ 387 0.25% 0.45% -1.52% to -1.52%
December 31, 2010 23 $12.77 to $12.77 $ 292 0.22% 0.45% 19.12% to 19.12%
December 31, 2009 18 $10.72 to $10.72 $ 188 0.00% 0.45% 49.10% to 49.10%
December 31, 2008 18 $ 7.19 to $ 7.19 $ 131 0.00% 0.45% -38.55% to -38.55%

Prudential Small Capitalization Stock Portfolio

December 31, 2012 29 $30.12 to $30.12 $ 860 0.60% 0.45% 15.52% to 15.52%
December 31, 2011 30 $26.08 to $26.08 $ 780 0.82% 0.45% 0.11% to 0.11%
December 31, 2010 24 $26.05 to $26.05 $ 614 0.57% 0.45% 25.37% to 25.37%
December 31, 2009 19 $20.78 to $20.78 $ 390 1.85% 0.45% 24.66% to 24.66%
December 31, 2008 20 $16.67 to $16.67 $ 330 1.15% 0.45% -31.34% to -31.34%

MFS VIT Research Bond Series Portfolio

December 31, 2012 6 $21.12 to $21.12 $ 130 2.78% 0.45% 6.87% to 6.87%
December 31, 2011 11 $19.76 to $19.76 $ 215 2.64% 0.45% 6.27% to 6.27%
December 31, 2010 11 $18.60 to $18.60 $ 208 2.99% 0.45% 6.99% to 6.99%
December 31, 2009 16 $17.38 to $17.38 $ 275 4.63% 0.45% 15.64% to 15.64%
December 31, 2008 18 $15.03 to $15.03 $ 268 2.92% 0.45% -2.84% to -2.84%

T.Rowe Price Equity Income Portfolio

December 31, 2012 391 $18.16 to $18.16 $7,090 2.17% 0.45% 16.63% to 16.63%
December 31, 2011 364 $15.57 to $15.57 $5,665 1.79% 0.45% -1.16% to -1.16%
December 31, 2010 342 $15.75 to $15.75 $5,379 1.95% 0.45% 14.51% to 14.51%
December 31, 2009 333 $13.75 to $13.75 $4,580 2.05% 0.45% 25.00% to 25.00%
December 31, 2008 308 $11.00 to $11.00 $3,395 2.41% 0.45% -36.42% to -36.42%

Neuberger Berman AMT Partners Portfolio

December 31, 2012 10 $ 0.94 to $14.68 $ 21 0.06% 0.45% 16.09% to 16.60%
December 31, 2011 174 $ 0.81 to $12.65 $ 154 0.00% 0.45%* -11.77% to -11.36%
December 31, 2010 185 $ 0.91 to $14.34 $ 186 0.76% 0.45%* 15.15% to 15.67%
December 31, 2009 130 $ 0.79 to $12.45 $ 120 3.79% 0.45%* 55.43% to 56.23%
December 31, 2008 12 $ 0.50 to $ 8.01 $ 20 0.52% 0.45%* -52.83% to -52.63%

Janus Aspen Worldwide Portfolio – Institutional Shares

December 31, 2012 29 $11.29 to $11.29 $ 332 0.87% 0.45% 19.55% to 19.55%
December 31, 2011 33 $ 9.45 to $ 9.45 $ 313 0.51% 0.45% -14.14% to -14.14%
December 31, 2010 48 $11.00 to $11.00 $ 530 0.62% 0.45% 15.32% to 15.32%
December 31, 2009 59 $ 9.54 to $ 9.54 $ 562 1.45% 0.45% 37.07% to 37.07%
December 31, 2008 66 $ 6.96 to $ 6.96 $ 458 1.22% 0.45% -44.94% to -44.94%

MFS VIT Strategic Income Series Portfolio

December 31, 2012 4 $21.30 to $21.30 $ 89 5.78% 0.45% 10.37% to 10.37%
December 31, 2011 4 $19.29 to $19.29 $ 82 5.49% 0.45% 4.27% to 4.27%
December 31, 2010 4 $18.50 to $18.50 $ 79 4.84% 0.45% 9.62% to 9.62%
December 31, 2009 4 $16.88 to $16.88 $ 74 12.02% 0.45% 23.75% to 23.75%
December 31, 2008 6 $13.64 to $13.64 $ 77 6.20% 0.45% -12.45% to -12.45%
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Janus Aspen Janus Portfolio – Institutional Shares

December 31, 2012 5 $12.06 to $12.06 $ 62 0.56% 0.45% 18.06% to 18.06%
December 31, 2011 6 $10.22 to $10.22 $ 63 0.51% 0.45% -5.73% to -5.73%
December 31, 2010 10 $10.84 to $10.84 $ 106 1.06% 0.45% 14.01% to 14.01%
December 31, 2009 11 $ 9.51 to $ 9.51 $ 102 0.55% 0.45% 35.86% to 35.86%
December 31, 2008 11 $ 7.00 to $ 7.00 $ 77 0.72% 0.45% -40.02% to -40.02%

Janus Aspen Overseas Portfolio – Institutional Shares

December 31, 2012 6 $22.35 to $22.35 $ 123 0.66% 0.45% 12.97% to 12.97%
December 31, 2011 7 $19.78 to $19.78 $ 140 0.42% 0.45% -32.50% to -32.50%
December 31, 2010 8 $29.30 to $29.30 $ 230 0.69% 0.45% 24.76% to 24.76%
December 31, 2009 8 $23.49 to $23.49 $ 198 0.58% 0.45% 78.77% to 78.77%
December 31, 2008 8 $13.14 to $13.14 $ 112 1.17% 0.45% -52.34% to -52.34%

Lazard Retirement U.S. Small-Mid Cap Equity Portfolio

December 31, 2012 4 $18.10 to $18.10 $ 65 0.00% 0.45% 9.74% to 9.74%
December 31, 2011 4 $16.50 to $16.50 $ 63 0.00% 0.45% -9.49% to -9.49%
December 31, 2010 5 $18.23 to $18.23 $ 82 0.31% 0.45% 23.18% to 23.18%
December 31, 2009 5 $14.80 to $14.80 $ 69 0.00% 0.45% 52.11% to 52.11%
December 31, 2008 5 $ 9.73 to $ 9.73 $ 44 0.00% 0.45% -36.78% to -36.78%

Janus Aspen Enterprise Portfolio – Institutional Shares

December 31, 2012 214 $16.05 to $16.05 $3,435 0.00% 0.45% 16.78% to 16.78%
December 31, 2011 216 $13.75 to $13.75 $2,972 0.00% 0.45% -1.87% to -1.87%
December 31, 2010 206 $14.01 to $14.01 $2,885 0.07% 0.45% 25.30% to 25.30%
December 31, 2009 226 $11.18 to $11.18 $2,531 0.00% 0.45% 44.26% to 44.26%
December 31, 2008 206 $ 7.75 to $ 7.75 $1,602 0.27% 0.45% -44.00% to -44.00%

AllianceBernstein VPS Real Estate Investment Portfolio

December 31, 2012 6 $33.31 to $33.31 $ 211 1.03% 0.45% 20.66% to 20.66%
December 31, 2011 5 $27.60 to $27.60 $ 139 1.30% 0.45%* 2.33% to 8.55%
December 31, 2010 13 $ 0.85 to $25.43 $ 72 1.29% 0.45%* 25.79% to 26.34%
December 31, 2009 11 $ 0.68 to $20.22 $ 36 2.84% 0.45%* 28.95% to 30.77%
December 31, 2008 11 $ 0.52 to $15.68 $ 24 2.20% 0.45%* -36.00% to -35.80%

DWS Government & Agency Securities VIP

December 31, 2012 11 $ 1.40 to $16.36 $ 22 3.90% 0.45% 2.46% to 2.92%
December 31, 2011 11 $ 1.36 to $15.97 $ 21 4.15% 0.45%* 6.99% to 7.46%
December 31, 2010 11 $ 1.26 to $14.93 $ 20 4.68% 0.45%* 6.13% to 6.61%
December 31, 2009 11 $ 1.18 to $14.06 $ 22 4.32% 0.45%* 7.57% to 8.26%
December 31, 2008 11 $ 1.09 to $13.07 $ 20 4.76% 0.45%* 4.48% to 4.81%

Prudential Conservative Balanced Portfolio

December 31, 2012 121 $ 1.58 to $15.39 $1,652 2.02% 0.45% 10.74% to 11.23%
December 31, 2011 108 $ 1.42 to $13.90 $1,298 2.20% 0.45%* 4.13% to 4.60%
December 31, 2010 91 $ 1.36 to $13.34 $1,056 2.26% 0.45%* 11.25% to 11.74%
December 31, 2009 76 $ 1.21 to $12.00 $ 803 3.84% 0.45%* 19.52% to 21.00%
December 31, 2008 66 $10.04 to $10.04 $ 665 3.17% 0.45% -21.75% to -21.75%

Prudential Jennison 20/20 Focus Portfolio****
(became available January 20, 2009)

December 31, 2012 9 $13.57 to $13.57 $ 121 0.00% 0.45% 10.54% to 10.54%
December 31, 2011 7 $12.28 to $12.28 $ 84 0.08% 0.45% -4.61% to -4.61%
December 31, 2010 4 $12.87 to $12.87 $ 46 0.00% 0.45% 7.34% to 7.34%
December 31, 2009 0 $11.99 to $11.99 $ 1 0.00% 0.45% 19.90% to 19.90%

Dreyfus Variable Investment Fund International Equity Portfolio
(became available January 20, 2009)

December 31, 2012 29 $13.25 to $13.25 $ 387 0.44% 0.45% 22.62% to 22.62%
December 31, 2011 24 $10.81 to $10.81 $ 255 1.80% 0.45% -15.08% to -15.08%
December 31, 2010 14 $12.73 to $12.73 $ 172 1.49% 0.45% 9.54% to 9.54%
December 31, 2009 2 $11.62 to $11.62 $ 25 0.00% 0.45% 16.20% to 16.20%
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DWS Dreman Small Mid Cap Value VIP****
(became available January 20, 2009)

December 31, 2012 7 $15.44 to $15.44 $ 104 1.15% 0.45% 13.26% to 13.26%
December 31, 2011 5 $13.63 to $13.63 $ 64 0.98% 0.45% -6.51% to -6.51%
December 31, 2010 2 $14.58 to $14.58 $ 27 0.91% 0.45% 22.52% to 22.52%
December 31, 2009 0 $11.90 to $11.90 $ 5 0.00% 0.45% 19.00% to 19.00%

Lazard Retirement Emerging Markets Equity Portfolio
(became available January 20, 2009)

December 31, 2012 116 $14.14 to $14.14 $1,640 1.70% 0.45% 21.53% to 21.53%
December 31, 2011 108 $11.63 to $11.63 $1,259 1.98% 0.45%* -18.38% to -4.89%
December 31, 2010 101 $ 1.91 to $14.25 $1,322 3.17% 0.45%* 22.15% to 22.69%
December 31, 2009 10 $ 1.56 to $11.67 $ 19 4.30% 0.45%* 16.70% to 56.00%

T. Rowe Price Personal Strategy Balanced Portfolio
(became available January 20, 2009)

December 31, 2012 23 $14.05 to $14.05 $ 317 2.06% 0.45% 14.64% to 14.64%
December 31, 2011 16 $12.26 to $12.26 $ 197 2.30% 0.45% -0.77% to -0.77%
December 31, 2010 7 $12.36 to $12.36 $ 81 2.87% 0.45% 13.20% to 13.20%
December 31, 2009 1 $10.91 to $10.91 $ 10 2.21% 0.45% 9.10% to 9.10%

Franklin Templeton Growth Securities Fund
(became available February 10, 2009 and Expired on March 27, 2012)

December 31, 2012 0 $ 0.00 to $ 0.00 $ 0 0.00% 0.45% 13.04% to 13.04%
December 31, 2011 1 $14.06 to $14.06 $ 14 1.34% 0.45% -7.40% to -7.40%
December 31, 2010 1 $15.19 to $15.19 $ 15 1.36% 0.45% 6.91% to 6.91%
December 31, 2009 1 $14.20 to $14.20 $ 14 3.10% 0.45% 42.00% to 42.00%

Neuberger Berman Advisers Management Trust Growth Portfolio
(became available February 10, 2009)

December 31, 2012 1 $19.52 to $19.52 $ 20 0.00% 0.45% 12.10% to 12.10%
December 31, 2011 1 $17.41 to $17.41 $ 17 0.00% 0.45% -0.67% to -0.67%
December 31, 2010 1 $17.53 to $17.53 $ 18 0.00% 0.45% 30.76% to 30.76%
December 31, 2009 1 $13.41 to $13.41 $ 13 0.00% 0.45% 34.10% to 34.10%

Prudential Government Income Portfolio
(became available February 10, 2009)

December 31, 2012 1 $12.63 to $12.63 $ 13 2.08% 0.45% 3.17% to 3.17%
December 31, 2011 1 $12.24 to $12.24 $ 12 2.47% 0.45% 7.15% to 7.15%
December 31, 2010 1 $11.43 to $11.43 $ 11 2.89% 0.45% 6.51% to 6.51%
December 31, 2009 1 $10.73 to $10.73 $ 11 3.09% 0.45% 7.30% to 7.30%

Prudential Natural Resources Portfolio

December 31, 2012 1 $17.01 to $17.01 $ 17 0.46% 0.45% -2.91% to -2.91%
December 31, 2011 1 $17.52 to $17.52 $ 18 0.11% 0.45%* -19.42% to 4.86%
December 31, 2010 11 $ 1.56 to $21.74 $ 37 0.42% 0.45%* 27.42% to 27.99%
December 31, 2009 11 $ 1.22 to $17.06 $ 29 0.82% 0.45%* 70.60% to 76.81%
December 31, 2008 10 $ 0.69 to $ 0.69 $ 7 0.78% 0.00% -52.74% to -52.74%

T. Rowe Price International Stock Portfolio
(became available February 10, 2009)

December 31, 2012 1 $19.45 to $19.45 $ 22 1.33% 0.45% 17.92% to 17.92%
December 31, 2011 1 $16.49 to $16.49 $ 18 1.62% 0.45% -13.23% to -13.23%
December 31, 2010 1 $19.01 to $19.01 $ 19 0.96% 0.45% 13.95% to 13.95%
December 31, 2009 1 $16.68 to $16.68 $ 17 2.73% 0.45% 66.80% to 66.80%

Invesco V.I. Core Equity Fund

December 31, 2012 13 $ 1.18 to $ 1.18 $ 15 1.01% 0.00% 13.88% to 13.88%
December 31, 2011 13 $ 1.03 to $ 1.03 $ 13 0.97% 0.00% -0.07% to -0.07%
December 31, 2010 12 $ 1.03 to $ 1.03 $ 13 0.96% 0.00% 9.56% to 9.56%
December 31, 2009 13 $ 0.94 to $ 0.94 $ 12 2.36% 0.00% 27.03% to 27.03%
December 31, 2008 10 $ 0.74 to $ 0.74 $ 7 2.24% 0.00% -29.52% to -29.52%
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Fidelity VIP Equity-Income Portfolio – Service Class

December 31, 2012 83 $0.97 to $ 0.97 $ 81 3.42% 0.00% 17.19% to 17.19%
December 31, 2011 65 $0.83 to $ 0.83 $ 54 2.88% 0.00% 0.86% to 0.86%
December 31, 2010 47 $0.82 to $ 0.82 $ 39 2.19% 0.00% 15.09% to 15.09%
December 31, 2009 28 $0.71 to $ 0.71 $ 20 3.08% 0.00% 29.09% to 29.09%
December 31, 2008 10 $0.55 to $ 0.55 $ 5 2.50% 0.00% -42.71% to -42.71%

PIMCO VIT Long-Term U.S Government Portfolio

December 31, 2012 55 $1.83 to $ 1.83 $101 2.16% 0.00% 4.43% to 4.43%
December 31, 2011 45 $1.75 to $ 1.75 $ 79 2.70% 0.00% 27.83% to 27.83%
December 31, 2010 34 $1.37 to $ 1.37 $ 46 3.64% 0.00% 11.61% to 11.61%
December 31, 2009 22 $1.23 to $ 1.23 $ 27 3.79% 0.00% -3.91% to -3.91%
December 31, 2008 10 $1.28 to $ 1.28 $ 13 3.72% 0.00% 17.43% to 17.43%

DWS Capital Growth VIP

December 31, 2012 256 $1.22 to $ 1.22 $311 0.98% 0.00% 16.05% to 16.05%
December 31, 2011 204 $1.05 to $ 1.05 $213 0.72% 0.00% -4.47% to -4.47%
December 31, 2010 162 $1.10 to $ 1.10 $178 0.99% 0.00% 16.71% to 16.71%
December 31, 2009 140 $0.94 to $ 0.94 $131 0.25% 0.00% 27.03% to 27.03%
December 31, 2008 10 $0.74 to $ 0.74 $ 7 1.05% 0.00% -32.73% to -32.73%

Franklin Templeton Mutual Global Discovery Securities Fund – Class 2

December 31, 2012 128 $1.16 to $ 1.16 $149 2.93% 0.00% 13.36% to 13.36%
December 31, 2011 97 $1.03 to $ 1.03 $100 2.32% 0.00% -2.96% to -2.96%
December 31, 2010 63 $1.06 to $ 1.06 $ 67 1.56% 0.00% 11.96% to 11.96%
December 31, 2009 28 $0.94 to $ 0.94 $ 26 1.34% 0.00% 22.08% to 22.08%
December 31, 2008 10 $0.77 to $ 0.77 $ 8 2.24% 0.00% -28.04% to -28.04%

PIMCO VIT Total Return Portfolio

December 31, 2012 69 $1.58 to $11.25 $148 2.56% 0.00% 9.10% to 9.59%
December 31, 2011 57 $1.44 to $10.31 $111 2.61% 0.45% 3.11% to 3.61%
December 31, 2010 37 $1.39 to $ 1.39 $ 51 2.41% 0.00% 8.11% to 8.11%
December 31, 2009 130 $1.29 to $ 1.29 $167 4.32% 0.00% 14.16% to 14.16%
December 31, 2008 10 $1.13 to $ 1.13 $ 11 4.47% 0.00% 4.63% to 4.63%

AllianceBernstein VPS International Growth Portfolio

December 31, 2012 28 $0.88 to $12.36 $183 1.52% 0.00% 15.03% to 15.54%
December 31, 2011 23 $0.76 to $10.74 $110 2.87% 0.45% -16.24% to -15.85%
December 31, 2010 17 $0.90 to $12.83 $ 63 1.90% 0.45% 12.40% to 12.89%
December 31, 2009 16 $0.80 to $11.41 $ 17 3.21% 0.45% 14.10% to 40.35%
December 31, 2008 10 $0.57 to $ 0.57 $ 8 0.00% 0.00% -49.11% to -49.11%

AllianceBernstein VPS International Value Portfolio (Expired on April 27, 2012)

December 31, 2012 0 $0.00 to $ 0.00 $ 0 0.00% 0.00% 9.13% to 9.13%
December 31, 2011 124 $0.53 to $ 0.53 $ 66 3.96% 0.00% -19.25% to -19.25%
December 31, 2010 124 $0.66 to $ 0.66 $ 82 3.76% 0.00% 4.59% to 4.59%
December 31, 2009 69 $0.63 to $ 0.63 $ 43 1.96% 0.00% 34.68% to 34.68%
December 31, 2008 10 $0.47 to $ 0.47 $ 5 1.16% 0.00% -53.00% to -53.00%

Fidelity VIP Freedom 2015 Portfolio

December 31, 2012 267 $1.20 to $ 1.20 $319 2.49% 0.00% 12.13% to 12.13%
December 31, 2011 192 $1.07 to $ 1.07 $205 2.15% 0.00% -0.41% to -0.41%
December 31, 2010 187 $1.07 to $ 1.07 $200 2.41% 0.00% 13.00% to 13.00%
December 31, 2009 167 $0.95 to $ 0.95 $158 6.44% 0.00% 25.06% to 25.06%
December 31, 2008 10 $0.76 to $ 0.76 $ 8 2.74% 0.00% -26.92% to -26.92%

Invesco V.I. International Growth Fund

December 31, 2012 190 $1.09 to $ 1.09 $207 2.13% 0.00% 15.53% to 15.53%
December 31, 2011 58 $0.94 to $ 0.94 $ 55 1.43% 0.00% -6.74% to -6.74%
December 31, 2010 43 $1.01 to $ 1.01 $ 43 2.68% 0.00% 12.86% to 12.86%
December 31, 2009 25 $0.89 to $ 0.89 $ 22 2.07% 0.00% 34.85% to 34.85%
December 31, 2008 10 $0.66 to $ 0.66 $ 7 0.57% 0.00% -40.54% to -40.54%
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Note 7: Financial Highlights (Continued)
At year ended For year ended

Units
(000s)

Unit Value
Lowest — Highest

Net
Assets
(000s)

Investment
Income Ratio*

Expense
Ratio**

Total Return***
Lowest — Highest

Franklin Templeton Large Cap Value Securities Fund

December 31, 2012 77 $1.01 to $1.01 $ 78 1.78% 0.00% 14.44% to 14.44%
December 31, 2011 64 $0.88 to $0.88 $ 56 1.17% 0.00% -5.26% to -5.26%
December 31, 2010 54 $0.93 to $0.93 $ 51 1.98% 0.00% 14.27% to 14.27%
December 31, 2009 33 $0.82 to $0.82 $ 27 2.33% 0.00% 28.13% to 28.13%
December 31, 2008 10 $0.64 to $0.64 $ 6 0.00% 0.00% -35.35% to -35.35%

Franklin Templeton Global Bond Securities Fund – Class 2

December 31, 2012 164 $1.79 to $1.79 $ 294 7.20% 0.00% 15.07% to 15.07%
December 31, 2011 153 $1.56 to $1.56 $ 238 5.88% 0.00% -0.87% to -0.87%
December 31, 2010 120 $1.57 to $1.57 $ 188 1.39% 0.00% 14.45% to 14.45%
December 31, 2009 81 $1.37 to $1.37 $ 111 14.00% 0.00% 18.68% to 18.68%
December 31, 2008 10 $1.16 to $1.16 $ 12 3.63% 0.00% 6.42% to 6.42%

JPMorgan Insurance Trust Intrepid Mid Cap Portfolio

December 31, 2012 12 $1.06 to $1.06 $ 12 0.84% 0.00% 16.13% to 16.13%
December 31, 2011 12 $0.92 to $0.92 $ 11 0.57% 0.00% -1.52% to -1.52%
December 31, 2010 75 $0.93 to $0.93 $ 69 1.52% 0.00% 19.52% to 19.52%
December 31, 2009 119 $0.78 to $0.78 $ 93 0.23% 0.00% 36.84% to 36.84%
December 31, 2008 10 $0.57 to $0.57 $ 6 9.65% 0.00% -39.36% to -39.36%

Neuberger Berman AMT Mid-Cap Growth Portfolio

December 31, 2012 158 $1.22 to $1.22 $ 193 0.00% 0.00% 12.41% to 12.41%
December 31, 2011 130 $1.09 to $1.09 $ 141 0.00% 0.00% 0.47% to 0.47%
December 31, 2010 104 $1.08 to $1.08 $ 113 0.00% 0.00% 29.10% to 29.10%
December 31, 2009 57 $0.84 to $0.84 $ 47 0.00% 0.00% 31.25% to 31.25%
December 31, 2008 10 $0.64 to $0.64 $ 6 0.00% 0.00% -43.36% to -43.36%

Fidelity VIP Mid Cap Portfolio – Service Class

December 31, 2012 136 $1.20 to $1.20 $ 163 0.61% 0.00% 14.75% to 14.75%
December 31, 2011 91 $1.05 to $1.05 $ 95 0.14% 0.00% -10.72% to -10.72%
December 31, 2010 96 $1.17 to $1.17 $ 112 0.31% 0.00% 28.70% to 28.70%
December 31, 2009 58 $0.91 to $0.91 $ 53 1.54% 0.00% 39.96% to 39.96%
December 31, 2008 10 $0.65 to $0.65 $ 7 0.37% 0.00% -39.81% to -39.81%

Franklin Templeton Strategic Income Securities Fund – Class 2

December 31, 2012 44 $1.49 to $1.49 $ 66 7.86% 0.00% 12.75% to 12.75%
December 31, 2011 34 $1.32 to $1.32 $ 45 6.80% 0.00% 2.57% to 2.57%
December 31, 2010 32 $1.28 to $1.28 $ 41 3.73% 0.00% 10.91% to 10.91%
December 31, 2009 39 $1.16 to $1.16 $ 46 8.54% 0.00% 25.75% to 25.75%
December 31, 2008 10 $0.92 to $0.92 $ 9 6.94% 0.00% -11.54% to -11.54%

Fidelity VIP Value Strategies Portfolio – Service Class

December 31, 2012 149 $1.06 to $1.06 $ 158 0.53% 0.00% 27.10% to 27.10%
December 31, 2011 138 $0.84 to $0.84 $ 115 1.14% 0.00% -8.85% to -8.85%
December 31, 2010 102 $0.92 to $0.92 $ 94 0.53% 0.00% 26.46% to 26.46%
December 31, 2009 58 $0.73 to $0.73 $ 42 0.75% 0.00% 58.70% to 58.70%
December 31, 2008 10 $0.46 to $0.46 $ 5 0.72% 0.00% -51.06% to -51.06%

Fidelity VIP Money Market Portfolio

December 31, 2012 939 $1.07 to $1.07 $1,007 0.04% 0.00% 0.04% to 0.04%
December 31, 2011 452 $1.07 to $1.07 $ 485 0.03% 0.00% 0.03% to 0.03%
December 31, 2010 272 $1.07 to $1.07 $ 291 0.08% 0.00% 0.14% to 0.14%
December 31, 2009 236 $1.07 to $1.07 $ 252 0.47% 0.00% 0.94% to 0.94%
December 31, 2008 10 $1.06 to $1.06 $ 11 2.70% 0.00% 2.91% to 2.91%

Fidelity VIP Freedom 2025 Portfolio

December 31, 2012 42 $1.16 to $1.16 $ 49 2.83% 0.00% 14.97% to 14.97%
December 31, 2011 21 $1.01 to $1.01 $ 21 2.77% 0.00% -2.26% to -2.26%
December 31, 2010 11 $1.03 to $1.03 $ 11 1.00% 0.00% 15.70% to 15.70%
December 31, 2009 50 $0.89 to $0.89 $ 45 4.12% 0.00% 29.96% to 29.96%
December 31, 2008 10 $0.69 to $0.69 $ 7 2.49% 0.00% -33.65% to -33.65%
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At year ended For year ended

Units
(000s)

Unit Value
Lowest — Highest

Net
Assets
(000s)

Investment
Income Ratio*

Expense
Ratio**

Total Return***
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Fidelity VIP Contrafund Portfolio – Service Class

December 31, 2012 63 $1.16 to $1.16 $ 72 1.36% 0.00% 16.31% to 16.31%
December 31, 2011 46 $0.99 to $0.99 $ 45 0.95% 0.00% -2.64% to -2.64%
December 31, 2010 41 $1.02 to $1.02 $ 41 1.25% 0.00% 17.11% to 17.11%
December 31, 2009 27 $0.87 to $0.87 $ 24 1.49% 0.00% 35.66% to 35.66%
December 31, 2008 10 $0.64 to $0.64 $ 6 0.92% 0.00% -42.86% to -42.86%

Fidelity VIP Freedom 2020 Portfolio – Service Class

December 31, 2012 49 $1.16 to $1.16 $ 57 2.09% 0.00% 13.19% to 13.19%
December 31, 2011 48 $1.02 to $1.02 $ 49 2.79% 0.00% -1.13% to -1.13%
December 31, 2010 22 $1.03 to $1.03 $ 23 2.44% 0.00% 14.52% to 14.52%
December 31, 2009 18 $0.90 to $0.90 $ 16 4.36% 0.00% 28.57% to 28.57%
December 31, 2008 10 $0.70 to $0.70 $ 7 2.53% 0.00% -32.69% to -32.69%

Fidelity VIP Index 500 Portfolio – Service Class

December 31, 2012 556 $1.08 to $1.08 $602 2.81% 0.00% 15.81% to 15.81%
December 31, 2011 347 $0.94 to $0.94 $324 2.17% 0.00% 1.93% to 1.93%
December 31, 2010 257 $0.92 to $0.92 $236 1.70% 0.00% 14.91% to 14.91%
December 31, 2009 146 $0.80 to $0.80 $116 2.31% 0.00% 26.48% to 26.48%
December 31, 2008 10 $0.63 to $0.63 $ 6 2.15% 0.00% -37.00% to -37.00%

PIMCO VIT Low Duration Portfolio

December 31, 2012 122 $1.35 to $1.35 $165 1.89% 0.00% 5.85% to 5.85%
December 31, 2011 100 $1.27 to $1.27 $127 1.67% 0.00% 1.11% to 1.11%
December 31, 2010 89 $1.26 to $1.26 $113 1.65% 0.00% 5.29% to 5.29%
December 31, 2009 53 $1.20 to $1.20 $ 64 3.19% 0.00% 13.32% to 13.32%
December 31, 2008 10 $1.06 to $1.06 $ 11 4.08% 0.00% 0.00% to 0.00%

PIMCO VIT Short-Term Portfolio

December 31, 2012 675 $1.17 to $1.17 $789 0.88% 0.00% 2.78% to 2.78%
December 31, 2011 541 $ 0 to $ 0 $616 0.95% 0.00% 0.51% to 0.51%
December 31, 2010 296 $1.13 to $1.13 $336 0.86% 0.00% 2.11% to 2.11%
December 31, 2009 117 $1.11 to $1.11 $130 1.52% 0.00% 7.77% to 7.77%
December 31, 2008 10 $1.03 to $1.03 $ 10 3.65% 0.00% 0.00% to 0.00%

DWS Small Cap Index VIP

December 31, 2012 34 $1.12 to $1.12 $ 38 0.98% 0.00% 16.25% to 16.25%
December 31, 2011 25 $0.96 to $0.96 $ 24 0.79% 0.00% -4.41% to -4.41%
December 31, 2010 22 $1.01 to $1.01 $ 22 1.35% 0.00% 26.39% to 26.39%
December 31, 2009 15 $0.80 to $0.80 $ 12 1.60% 0.00% 26.98% to 26.98%
December 31, 2008 10 $0.63 to $0.63 $ 6 1.60% 0.00% -33.68% to -33.68%

Royce Micro-Cap Portfolio

December 31, 2012 127 $1.07 to $1.07 $135 0.00% 0.00% 7.60% to 7.60%
December 31, 2011 95 $0.99 to $0.99 $ 94 3.04% 0.00% -12.10% to -12.10%
December 31, 2010 58 $1.13 to $1.13 $ 65 2.35% 0.00% 29.96% to 29.96%
December 31, 2009 28 $0.87 to $0.87 $ 24 0.00% 0.00% 57.88% to 57.88%
December 31, 2008 10 $0.55 to $0.55 $ 5 2.69% 0.00% -43.30% to -43.30%

Royce Small-Cap Portfolio

December 31, 2012 21 $1.18 to $1.18 $ 24 0.13% 0.00% 12.50% to 12.50%
December 31, 2011 16 $1.05 to $1.05 $ 17 0.36% 0.00% -3.28% to -3.28%
December 31, 2010 13 $1.08 to $1.08 $ 14 0.13% 0.00% 20.52% to 20.52%
December 31, 2009 10 $0.90 to $0.90 $ 9 0.00% 0.00% 36.36% to 36.36%
December 31, 2008 10 $0.66 to $0.66 $ 7 0.63% 0.00% -27.47% to -27.47%

AllianceBernstein VPS Small Cap Growth Portfolio

December 31, 2012 149 $1.35 to $1.35 $202 0.00% 0.00% 15.02% to 15.02%
December 31, 2011 149 $1.17 to $1.17 $175 0.00% 0.00% 4.46% to 4.46%
December 31, 2010 119 $1.12 to $1.12 $134 0.00% 0.00% 36.90% to 36.90%
December 31, 2009 49 $0.82 to $0.82 $ 40 0.00% 0.00% 41.38% to 41.38%
December 31, 2008 10 $0.58 to $0.58 $ 6 0.00% 0.00% -45.28% to -45.28%
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Units
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Expense
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Invesco V.I. Small Cap Equity Fund

December 31, 2012 41 $ 1.23 to $ 1.23 $ 51 0.00% 0.00% 13.89% to 13.89%
December 31, 2011 36 $ 1.08 to $ 1.08 $ 39 0.00% 0.00% -0.73% to -0.73%
December 31, 2010 31 $ 1.09 to $ 1.09 $ 33 0.00% 0.00% 28.54% to 28.54%
December 31, 2009 21 $ 0.85 to $ 0.85 $ 18 0.20% 0.00% 21.43% to 21.43%
December 31, 2008 10 $ 0.70 to $ 0.70 $ 7 0.00% 0.00% -31.37% to -31.37%

Franklin Templeton Small Cap Value Securities Fund – Class 2

December 31, 2012 341 $ 1.18 to $ 1.18 $401 0.90% 0.00% 18.39% to 18.39%
December 31, 2011 267 $ 1.00 to $ 1.00 $266 0.71% 0.00% -3.76% to -3.76%
December 31, 2010 247 $ 1.03 to $ 1.03 $256 0.70% 0.00% 28.22% to 28.22%
December 31, 2009 179 $ 0.81 to $ 0.81 $144 5.22% 0.00% 29.16% to 29.16%
December 31, 2008 10 $ 0.62 to $ 0.62 $ 6 1.15% 0.00% -33.33% to -33.33%

Fidelity VIP Freedom 2030 Portfolio

December 31, 2012 48 $ 1.11 to $ 1.11 $ 54 2.81% 0.00% 15.48% to 15.48%
December 31, 2011 30 $ 0.96 to $ 0.96 $ 29 2.25% 0.00% -2.70% to -2.70%
December 31, 2010 22 $ 0.99 to $ 0.99 $ 22 2.16% 0.00% 16.00% to 16.00%
December 31, 2009 19 $ 0.85 to $ 0.85 $ 16 2.32% 0.00% 31.40% to 31.40%
December 31, 2008 10 $ 0.65 to $ 0.65 $ 6 2.22% 0.00% -38.10% to -38.10%

Lazard Retirement International Equity Portfolio
(became available April 27, 2009)

December 31, 2012 20 $ 1.63 to $ 1.63 $ 32 1.71% 0.00% 21.11% to 21.11%
December 31, 2011 20 $ 1.35 to $ 1.35 $ 27 2.16% 0.00% -7.27% to -7.27%
December 31, 2010 10 $ 1.45 to $ 1.45 $ 15 1.04% 0.00% 6.72% to 6.72%
December 31, 2009 29 $ 1.36 to $ 1.36 $ 39 5.71% 0.00% 36.00% to 36.00%

AST Balanced Asset Allocation Portfolio
(became available November 13, 2009)

December 31, 2012 20 $ 1.26 to $ 1.26 $ 25 1.11% 0.00% 12.48% to 12.48%
December 31, 2011 17 $ 1.12 to $ 1.12 $ 19 0.59% 0.00% -1.22% to -1.22%
December 31, 2010 15 $ 1.13 to $ 1.13 $ 16 0.88% 0.00% 12.31% to 12.31%
December 31, 2009 10 $ 1.01 to $ 1.01 $ 11 0.00% 0.00% 1.00% to 1.00%

AST Wellington Management Hedged Equity Portfolio
(became available November 13, 2009)

December 31, 2012 87 $ 1.25 to $ 1.25 $109 0.32% 0.00% 11.01% to 11.01%
December 31, 2011 67 $ 1.12 to $ 1.12 $ 75 0.32% 0.00% -3.46% to -3.46%
December 31, 2010 30 $ 1.16 to $ 1.16 $ 34 0.49% 0.00% 14.64% to 14.64%
December 31, 2009 18 $ 1.01 to $ 1.01 $ 18 0.00% 0.00% 1.00% to 1.00%

AST Preservation Asset Allocation Portfolio
(became available November 20, 2009)

December 31, 2012 303 $ 1.24 to $ 1.24 $374 1.26% 0.00% 10.38% to 10.38%
December 31, 2011 236 $ 1.12 to $ 1.12 $264 0.97% 0.00% 0.99% to 0.99%
December 31, 2010 204 $ 1.11 to $ 1.11 $226 1.29% 0.00% 10.57% to 10.57%
December 31, 2009 120 $ 1.00 to $ 1.00 $120 0.00% 0.00% 0.00% to 0.00%

JPMorgan Insurance Trust Core Bond Portfolio
(became available April 24, 2009)

December 31, 2012 1 $15.28 to $15.28 $ 22 4.43% 0.45% 4.86% to 4.86%
December 31, 2011 1 $14.57 to $14.57 $ 20 4.03% 0.45% 0.99% to 6.98%
December 31, 2010 12 $ 0.96 to $13.62 $ 33 3.75% 0.45% 8.75% to 9.24%
December 31, 2009 12 $ 0.88 to $12.52 $ 28 0.00% 0.45% 5.92% to 7.32%

JPMorgan Insurance Trust U.S. Equity Portfolio
(became available April 24, 2009)

December 31, 2012 5 $12.52 to $12.52 $ 58 1.46% 0.45% 17.13% to 17.13%
December 31, 2011 4 $10.69 to $10.69 $ 48 1.20% 0.45% -2.31% to -2.31%
December 31, 2010 4 $10.94 to $10.94 $ 48 0.88% 0.45% 13.07% to 13.07%
December 31, 2009 4 $ 9.68 to $ 9.68 $ 41 0.00% 0.45% 33.33% to 33.33%
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At year ended For year ended

Units
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Unit Value
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(000s)

Investment
Income Ratio*

Expense
Ratio**

Total Return***
Lowest — Highest

JPMorgan Insurance Trust International Equity Portfolio
(became available April 24, 2009)

December 31, 2012 2 $14.56 to $14.56 $35 2.12% 0.45% 20.53% to 20.53%
December 31, 2011 2 $12.08 to $12.08 $28 1.82% 0.45% -11.86% to -11.86%
December 31, 2010 2 $13.70 to $13.70 $32 0.24% 0.45% 6.68% to 6.68%
December 31, 2009 2 $12.84 to $12.84 $29 1.61% 0.45% 40.33% to 40.33%

JPMorgan Insurance Trust Small Cap Portfolio
(became available April 24, 2009)

December 31, 2012 1 $19.85 to $19.85 $22 0.20% 0.45% 19.20% to 19.20%
December 31, 2011 1 $16.66 to $16.66 $17 0.13% 0.45% -5.21% to -5.21%
December 31, 2010 1 $17.57 to $17.57 $22 0.00% 0.45% 26.57% to 26.57%
December 31, 2009 1 $13.88 to $13.88 $17 0.22% 0.45% 30.08% to 30.08%

* These amounts represent the dividends, excluding distributions of capital gains,
received by the subaccount from the underlying mutual fund, net of management fees
assessed by the fund manager, divided by the average net assets. This ratio excludes
those expenses, such as mortality and expense charges, that result in direct reductions
in the unit values. The recognition of investment income by the subaccount is affected
by the timing of the declaration of dividends by the underlying fund in which the
subaccounts invest.

** These ratios represent the annualized contract expenses of the separate account,
consisting primarily of mortality and expense charges, for each period indicated. The
ratios include only those expenses that result in a direct reduction to unit values.
Charges made directly to contract owner accounts through the redemption of units and
expenses of the underlying fund are excluded.

*** These amounts represent the total return for the periods indicated, including changes in
the value of the underlying fund, and reflect deductions for all items included in the
expense ratio. The total return does not include any expenses assessed through the
redemption of units; inclusion of these expenses in the calculation would result in a
reduction in the total return presented. Product designs within a subaccount with an
effective date during a period were excluded from the range of total return for that
period. Contract owners may experience different total returns based on their
investment options. Investment options with a date notation indicate the effective date of
that investment option in the Account. Total returns for periods less than one year are
not annualized. The total return is calculated for each of the five years in the period
ended December 31, 2012 or from the effective date of the subaccount through the end
of the reporting period.

**** Represents a fund containing less than 1,000 units.

Charges and Expenses

The Account supports two types of Group Contracts: (1) group variable universal life
contracts issued to employers or other groups such as membership associations that
sponsor a group variable universal life insurance program (each, a “GVUL Contract”), and
(2) group flexible premium variable universal life contracts issued to employers or trusts
established by employers to insure employees (each, a “COLI Contract”). The COLI
Contract Holders certify that the insurance proceeds will be used only to finance the cost of
employee benefits which may include nonqualified executive deferred compensation or
salary continuation plans, retiree medical benefits or other purposes related to informal
funding for employee benefits.
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Note 7: Financial Highlights (Continued)

The GVUL Contract charges are as follows:

A. Mortality Risk and Expense Risk Charges

The mortality risk and expense risk charges, currently equal to an effective annual rate of
0.45%, are applied daily against the net assets in each subaccount. This charge is
guaranteed not to exceed an effective annual rate of 0.90%. Mortality risk is that participants
may not live as long as estimated and expense risk is that the cost of issuing and
administering the policies may exceed related charges by Prudential. The mortality risk and
expense risk charges are assessed through reduction in unit values.

B. Transaction Related Charges

There may be charges, if applicable, associated with surrenders, partial withdrawals, loans,
transfers and requests for additional statements as follows:

Surrenders and partial withdrawals—Not to exceed the lesser of $20 or 2% of the
amount received.

Loans—Not to exceed $20 for each loan made.

Transfers—Not to exceed $20 for each transfer, after the twelfth transfer, in a period of
generally 12 months depending on the provisions of the contract.

Deferred Sales Charges—The charge is assessed on a full surrender and is the lesser of
$20 or 2% of the amount withdrawn.

Additional statement requests related to a participant’s insurance—Not to exceed $20
per statement.

C. Cost of Insurance and Other Related Charges

Participant’s contributions may be subject to certain deductions prior to being invested in the
Account. The deductions are for (1) state taxes attributable to premiums, (2) transaction
costs which are deducted from each premium payment to cover premium collection and
processing costs, and (3) sales expenses, a maximum of 3.5% of each premium payment,
are deducted in order to compensate Prudential for the cost of selling the contract.
Contracts are also subject to monthly charges to compensate Prudential for the portion of
the net amount of risk applicable to the participant. In addition, monthly charges may also
be deducted to compensate Prudential for costs related to administering the contract and for
additional insurance benefits, if applicable. These charges are assessed through the
redemption of units. Loans have a maximum net interest of 2%.

The charges for the COLI Contracts are as follows:

Capitalized terms used here are as defined in the prospectus.

A. Transaction Fees

Premium Load—This charge is deducted to compensate Prudential for the costs of selling
the COLI Contract, including an amount to cover the cost of any federal, state or local
income, premium, excise, business tax or any other type of charge, or component thereof,
measured by or based upon the amount of premium Prudential receives; commissions;
advertising and the printing and distribution of prospectuses and sales literature. The
Premium Load is deducted from each premium contribution. For the first four Coverage
Years of each Basic Insurance Coverage Segment, Prudential may charge up to 8.50% of
premiums received each Coverage Year up to the Target Premium and 2.00% of Excess
Premium. In Coverage Years five through nine, Prudential may charge up to 3.75% of
premiums received each Coverage Year up to the Target Premium and 2.00% of Excess
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Premium. In Coverage Years ten and later, Prudential may charge up to 3.75% of any
premiums received. The Target Premium is a factor per $1,000 of Basic Insurance, based
on issue age and sex. Any premium received by Prudential in excess of the Target Premium
in the same Coverage Year will be treated as Excess Premium. The total Premium Load
equals the Premium Load on the Target Premium plus the Premium Load on Excess
Premium, if any.

Surrenders and partial withdrawals—No charge.

Transfers—Currently, there is no charge for transfers. Prudential may impose a transfer
charge in the future of up to $25 per transfer.

B. Monthly Charges

Cost of Insurance—Prudential will deduct a charge for the cost of the insurance on a
Covered Person under the COLI Contract. The current cost of insurance charge varies
based on the individual characteristics of the Covered Person, including such characteristics
as: age, sex, Underwriting Class, Extra Rating Class, if any, Smoking status, and years from
Coverage Effective Date. The actual cost of insurance rates will be set by Prudential based
on its expectations as to future experience in mortality and total expenses and may be
adjusted periodically, subject to the maximum rates specified in the COLI Contract. Any
change in the cost of insurance rates will apply to all persons of the same age, rate class
and group.

Mortality and Expense Risk Charge—The mortality and expense risk charge, currently equal
to an effective annual rate of 0.24% of assets in the Variable Investment Options in
Coverage Years one through ten and 0.18% of assets in Variable Investment Options
thereafter. This charge is guaranteed not to exceed an effective annual rate of 0.48%. This
charge is intended to compensate Prudential for assuming mortality and expense risks
under the COLI Contract. The mortality risk Prudential assumes is that Covered Persons
may live for shorter periods of time than Prudential estimated when mortality charges were
determined. The expense risk Prudential assumes is that expenses incurred in issuing and
administering the COLI Contract will be greater than Prudential estimated in fixing
Prudential’s administrative charges. The mortality and expense risk charge is not a daily
charge deducted from the Account. Instead, like the Administrative Charge, it is deducted
on an individual basis from each Coverage Fund, and results in a reduction in the dollar
amount of the Coverage Fund on that particular date.

Administrative Charge—This charge is intended to compensate Prudential for processing
claims, keeping records, communicating with COLI contract holders and similar activities.
Prudential deducts a monthly administrative charge of up to $10 per Covered Person,
proportionately from the dollar amounts held in each of the chosen Variable Investment
Options and the Fixed Interest Rate Option.

Administrative Charge for Increases to Basic Insurance—Currently, there is no
administrative processing charge being made in connection with an increase in Basic
Insurance. However, Prudential may assess such a charge of up to $25 per request for an
increase in Basic Insurance.

Net Interest on Loans—1% annually. The Net Interest on Loans reflects the net difference
between a standard loan with an effective annual interest charge of 5% and an effective
annual interest credit equal to 4%. Preferred loans are currently charged a lower effective
annual interest rate.

To deduct the Mortality and Expense Risk Charge from the Variable Investment Options, on
each Monthly Date, Prudential converts the dollar amount of the Mortality and Expense Risk
Charge into Units. The resulting number of Units are deducted pro-rata from the Variable
Investment Options allocated to the Contract Holder.
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To deduct the Cost of Insurance and Administrative Charge from the Variable Investment
Options and Fixed Interest Rate Option, on each Monthly Date, for each Coverage,
Prudential calculates the amount in each Variable Investment Option and in the Fixed
Interest Rate Option, and divides the sum by the Coverage Fund to obtain an allocation
factor. Prudential then calculates the dollar amount of the COI and Administrative Charge
for the Coverage and multiplies the result by the allocation factor for each Variable
Investment Option and for the Fixed Interest Rate Option to determine the amount to be
deducted from each Variable Investment Option and from the Fixed Interest Rate Option.
Prudential then converts the dollar amount to be deducted from the Variable Investment
Options into Units, and then subtracts such Units from the Variable Investment Options,
Prudential subtracts the dollar amount of the charges from the Fixed Interest Rate Option.

Note 8: Other

Participant or contract holder net payments—represent contract owner contributions under
the Variable Life Policies reduced by applicable deductions, charges, and state
premium taxes.

Policy loans, net of repayments and interest—represent amounts borrowed by
contractholders using the policy as the security for the loan and payments made by
contractholders to reduce the total outstanding policy loan balance.

Surrenders, withdrawals, and death benefits—are payments to contract owners and
beneficiaries made under the terms of the Variable Life Policies, and amounts that contract
owners have requested to be withdrawn or paid to them.

Net transfers between other subaccounts or fixed rate options—are amounts that contract
owners have directed to be moved among subaccounts, including permitted transfers to and
from the Guaranteed Interest Account.
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Report of Independent Registered Public Accounting Firm

To the Participants of The Group Variable Universal Life and PruBenefit Select Subaccounts of
The Prudential Variable Contract Account GI-2
and the Board of Directors of
The Prudential Life Insurance Company of America

In our opinion, the accompanying statements of net assets and the related statements of
operations and of changes in net assets present fairly, in all material respects, the financial position of
each of the subaccounts listed in Note 1 of The Prudential Variable Contract Account GI-2 at
December 31, 2012, and the results of each of their operations and the changes in each of their net
assets for each of the periods presented, in conformity with accounting principles generally accepted in
the United States of America. These financial statements are the responsibility of the management of
The Prudential Insurance Company of America. Our responsibility is to express an opinion on these
financial statements based on our audits. We conducted our audits of these financial statements in
accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable 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
accounting principles used and significant estimates made by management, and evaluating the overall
financial statement presentation. We believe that our audits, which included confirmation of
investments at December 31, 2012 by correspondence with the transfer agents of the investee mutual
funds, provide a reasonable basis for our opinion.

/s/ PricewaterhouseCoopers LLP
New York, New York
April 15, 2013

A58



 

B-1 
 

 THE PRUDENTIAL INSURANCE COMPANY OF AMERICA 
  
 Consolidated Statements of Financial Position 

 December 31, 2012 and 2011 (in millions, except share amounts) 
    

 

    

    2012    2011  

ASSETS       

Fixed maturities, available for sale, at fair value (amortized cost: 2012-$144,218; 2011- $112,265) ...........................................................................................................................................   $ 157,775   $ 123,027  

Trading account assets supporting insurance liabilities, at fair value ............................................................................................................................................................................................    18,748    17,749  

Other trading account assets, at fair value ....................................................................................................................................................................................................................................    3,840    5,055  

Equity securities, available for sale, at fair value (cost: 2012-$4,035; 2011-$4,153) ....................................................................................................................................................................    5,346    4,917  

Commercial mortgage and other loans .........................................................................................................................................................................................................................................    30,738    28,787  

Policy loans ..................................................................................................................................................................................................................................................................................    8,215    8,077  

Other long-term investments (includes $464 and $366 measured at fair value under the fair value       

 option at December 31, 2012 and 2011, respectively)..................................................................................................................................................................................................................    6,722    3,824  

Short-term investments and other .................................................................................................................................................................................................................................................    3,607    5,329  

  Total investments .........................................................................................................................................................................................................................................................................    234,991    196,765  

Cash and cash equivalents ............................................................................................................................................................................................................................................................    3,487    4,428  

Accrued investment income .........................................................................................................................................................................................................................................................    1,934    1,635  

Deferred policy acquisition costs ..................................................................................................................................................................................................................................................    7,982    6,850  

Other assets ..................................................................................................................................................................................................................................................................................    8,066    7,677  

Due from parent and affiliates ......................................................................................................................................................................................................................................................    8,698    6,919  

Separate account assets.................................................................................................................................................................................................................................................................    207,554    174,740  

  TOTAL ASSETS ........................................................................................................................................................................................................................................................................   $ 472,712   $ 399,014  

         

LIABILITIES AND EQUITY       

LIABILITIES        

Future policy benefits ...................................................................................................................................................................................................................................................................   $ 118,100   $ 82,349  

Policyholders' account balances ...................................................................................................................................................................................................................................................    76,219    75,055  

Policyholders' dividends ...............................................................................................................................................................................................................................................................    7,390    5,639  

Securities sold under agreements to repurchase ............................................................................................................................................................................................................................    5,680    6,031  

Cash collateral for loaned securities .............................................................................................................................................................................................................................................    3,902    2,847  

Income taxes.................................................................................................................................................................................................................................................................................    4,081    3,564  

Short-term debt .............................................................................................................................................................................................................................................................................    700    1,255  

Long-term debt  ............................................................................................................................................................................................................................................................................    12,011    10,101  

Other liabilities .............................................................................................................................................................................................................................................................................    6,710    5,748  

Due to parent and affiliates ...........................................................................................................................................................................................................................................................    8,596    10,882  

Separate account liabilities ...........................................................................................................................................................................................................................................................    207,554    174,740  

  Total liabilities .............................................................................................................................................................................................................................................................................    450,943    378,211  

         

COMMITMENTS AND CONTINGENT LIABILITIES (See Note 22)       

         

EQUITY       

Common Stock ($5.00 par value; 500,000 shares authorized; issued and outstanding        

 at December 31, 2012 and 2011) .................................................................................................................................................................................................................................................    2    2  

Additional paid-in capital .............................................................................................................................................................................................................................................................    18,269    18,282  

Accumulated other comprehensive income ..................................................................................................................................................................................................................................    3,212    2,618  

Retained earnings (accumulated deficit) .......................................................................................................................................................................................................................................    277    (109) 

 Total Prudential Insurance Company of America's equity ...........................................................................................................................................................................................................    21,760    20,793  

Noncontrolling interests ...............................................................................................................................................................................................................................................................    9    10  

 Total equity ..................................................................................................................................................................................................................................................................................    21,769    20,803  

 TOTAL LIABILITIES AND EQUITY ....................................................................................................................................................................................................................................   $ 472,712   $ 399,014  
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 THE PRUDENTIAL INSURANCE COMPANY OF AMERICA 
  
 Consolidated Statements of Operations 
 Years Ended December 31, 2012, 2011 and 2010 (in millions) 
    

 

       

    2012    2011    2010  

REVENUES          

Premiums .....................................................................................................................................................................................................................................................................................   $ 42,466   $ 10,586   $ 10,229  

Policy charges and fee income .....................................................................................................................................................................................................................................................    3,168    2,575    2,199  

Net investment income .................................................................................................................................................................................................................................................................    8,891    8,762    8,680  

Other income ................................................................................................................................................................................................................................................................................    1,603    1,937    1,571  

Realized investment gains (losses), net:          

  Other-than-temporary impairments on fixed maturity securities...................................................................................................................................................................................................    (1,417)   (1,913)   (2,655) 

  Other-than-temporary impairments on fixed maturity securities transferred to           

    Other Comprehensive Income ....................................................................................................................................................................................................................................................    1,264    1,664    2,261  

  Other realized investment gains (losses), net ................................................................................................................................................................................................................................    230    1,614    1,657  

           Total realized investment gains (losses), net ........................................................................................................................................................................................................................    77    1,365    1,263  

 Total revenues ..............................................................................................................................................................................................................................................................................    56,205    25,225    23,942  

            

BENEFITS AND EXPENSES          

Policyholders' benefits ..................................................................................................................................................................................................................................................................    45,357    12,623    11,918  

Interest credited to policyholders' account balances .....................................................................................................................................................................................................................    2,870    3,146    3,314  

Dividends to policyholders ...........................................................................................................................................................................................................................................................    2,052    2,600    2,101  

Amortization of deferred policy acquisition costs ........................................................................................................................................................................................................................    654    1,217    385  

General and administrative expenses ............................................................................................................................................................................................................................................    4,250    4,472    3,541  

 Total benefits and expenses .........................................................................................................................................................................................................................................................    55,183    24,058    21,259  

            

INCOME FROM CONTINUING OPERATIONS BEFORE INCOME TAXES            

   AND EQUITY IN EARNINGS OF OPERATING JOINT VENTURES ............................................................................................................................................................................    1,022    1,167    2,683  

Income taxes:          

 Current .........................................................................................................................................................................................................................................................................................    622    266    (267) 

 Deferred .......................................................................................................................................................................................................................................................................................    (550)   175    1,057  

  Total income tax expense (benefit) ...............................................................................................................................................................................................................................................    72    441    790  

            

INCOME FROM CONTINUING OPERATIONS BEFORE EQUITY IN EARNINGS           

  OF OPERATING JOINT VENTURES ..................................................................................................................................................................................................................................    950    726    1,893  

Equity in earnings of operating joint ventures, net of taxes ..........................................................................................................................................................................................................    37    156    46  

INCOME FROM CONTINUING OPERATIONS  .................................................................................................................................................................................................................    987    882    1,939  

Income (loss) from discontinued operations, net of taxes .............................................................................................................................................................................................................    (2)   15    31  

NET INCOME  ...........................................................................................................................................................................................................................................................................    985    897    1,970  

Less: Income (loss) attributable to noncontrolling interests ..........................................................................................................................................................................................................    (1)   (13)   1  

NET INCOME ATTRIBUTABLE TO PRUDENTIAL INSURANCE COMPANY OF AMERICA ..................................................................................................................................   $ 986   $ 910   $ 1,969  
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 PRUDENTIAL INSURANCE COMPANY OF AMERICA   

    

 Consolidated Statements of Comprehensive Income   

   December 31, 2012 , 2011 and 2010 (in millions)   

              

       

       

     2012    2011    2010    

            

NET INCOME  ...........................................................................................................................................................................................................................................................................   $  985   $  897   $  1,970    

              

Other comprehensive income, before tax:            

              
 Foreign currency translation adjustments:            

  Foreign currency translation adjustments for the period ...............................................................................................................................................................................................................    6    4    5    

  Reclassification adjustment for amounts included in net income ..................................................................................................................................................................................................    -    (40)   (7)   

       Total  .......................................................................................................................................................................................................................................................................................     6     (36)    (2)   

              
 Net unrealized investment gains:            

  Unrealized investment gains for the period...................................................................................................................................................................................................................................     1,815     3,562     2,502    

  Reclassification adjustment for (gains) losses included in net income ..........................................................................................................................................................................................     (282)    (939)    (423)   

       Total  .......................................................................................................................................................................................................................................................................................     1,533     2,623     2,079    

              
 Defined benefit pension and postretirement unrecognized net periodic benefit:            

  Prior service cost for the period ....................................................................................................................................................................................................................................................     53     -     -    

  Actuarial gain (loss) for the period ...............................................................................................................................................................................................................................................     (829)    (384)    418    

  Impact of foreign currency changes and other  .............................................................................................................................................................................................................................     (6)    15     7    

  Amortization of transition obligation, prior service cost and actuarial gain             

    (loss) included in net income ......................................................................................................................................................................................................................................................     97     75     76    

       Total  .......................................................................................................................................................................................................................................................................................     (685)    (294)    501    

              
Other comprehensive income, before tax .....................................................................................................................................................................................................................................     854     2,293     2,578    

              

 Less: Income tax expense  (benefit) related to:                

  Foreign currency translation adjustments .....................................................................................................................................................................................................................................     1     (9)    (4)   

  Net unrealized investment gains  ..................................................................................................................................................................................................................................................     496     932     700    

  Defined benefit pension and postretirement unrecognized net periodic benefit  ...........................................................................................................................................................................     (237)    (100)    179    

       Total ........................................................................................................................................................................................................................................................................................     260     823     875    

              

Other comprehensive income, net of taxes ...................................................................................................................................................................................................................................     594     1,470     1,703    

              

Comprehensive Income ................................................................................................................................................................................................................................................................     1,579     2,367     3,673    

              

 Less: Comprehensive income (loss) attributable to noncontrolling interests ................................................................................................................................................................................     (1)    (13)    1    

              

Comprehensive income attributable to Prudential Insurance Company of America ...........................................................................................................................................................   $  1,580   $  2,380   $  3,672    
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THE PRUDENTIAL INSURANCE COMPANY OF AMERICA 

                        

Consolidated Statements of Equity 

Years Ended December 31, 2012, 2011 and 2010 (in millions) 

                        

                  

                    

               Total     

            Prudential     

          Retained  Accumulated   Insurance       

      Additional  Earnings  Other  Company     

    Common   Paid-in  (Accumulated   Comprehensive  of America   Noncontrolling  Total 

    Stock  Capital  Deficit)  Income (Loss)  Equity  Interests  Equity 

Balance, December 31, 2009 .........................................................................................................................................................................................................................................................................  .......................................................................................................................................................................................................................................................................................................................  $ 2   $ 18,372   $ 2,700   $ (447)  $ 20,627   $ 22   $ 20,649  

Impact of adoption of accounting changes ......................................................................................................................................................................................................................................................   -    -    (961)   (108)   (1,069)   -    (1,069) 

Dividend to Parent...........................................................................................................................................................................................................................................................................................   -    -    (3,000)   -    (3,000)   -    (3,000) 

Assets purchased/transferred from affiliates ....................................................................................................................................................................................................................................................  .......................................................................................................................................................................................................................................................................................................................   -    (96)   -    -    (96)   -    (96) 

Long-term stock-based compensation program ...............................................................................................................................................................................................................................................  .......................................................................................................................................................................................................................................................................................................................   -    (1)   -    -    (1)   -    (1) 

Comprehensive income:                      

 Net income  ....................................................................................................................................................................................................................................................................................................   .......................................................................................................................................................................................................................................................................................................................   -    -    1,969    -    1,969    1    1,970  

 Other comprehensive income, net of tax  .......................................................................................................................................................................................................................................................   .......................................................................................................................................................................................................................................................................................................................            1,703    1,703    -    1,703  

Total comprehensive income  ..........................................................................................................................................................................................................................................................................  .......................................................................................................................................................................................................................................................................................................................               3,672    1    3,673  

                        

Balance, December 31, 2010 .........................................................................................................................................................................................................................................................................  .......................................................................................................................................................................................................................................................................................................................   2    18,275    708    1,148    20,133    23    20,156  

Dividends to parent .........................................................................................................................................................................................................................................................................................  .......................................................................................................................................................................................................................................................................................................................   -    -    (1,727)   -    (1,727)   -    (1,727) 

Assets purchased/transferred from affiliates ....................................................................................................................................................................................................................................................  .......................................................................................................................................................................................................................................................................................................................   -    -    -    -    -    -    -  

Long-term stock-based compensation program ...............................................................................................................................................................................................................................................  .......................................................................................................................................................................................................................................................................................................................   -    7    -    -    7    -    7  

Comprehensive loss:                      

 Net income (loss) ...........................................................................................................................................................................................................................................................................................   .......................................................................................................................................................................................................................................................................................................................   -    -    910    -    910    (13)   897  

 Other comprehensive loss, net of taxes...........................................................................................................................................................................................................................................................   .......................................................................................................................................................................................................................................................................................................................            1,470    1,470    -    1,470  

Total comprehensive income (loss) .................................................................................................................................................................................................................................................................  .......................................................................................................................................................................................................................................................................................................................               2,380    (13)   2,367  

                      

Balance, December 31, 2011 .........................................................................................................................................................................................................................................................................  .......................................................................................................................................................................................................................................................................................................................   2    18,282    (109)   2,618    20,793    10    20,803  

Dividends to parent .........................................................................................................................................................................................................................................................................................  .......................................................................................................................................................................................................................................................................................................................   -    -    (600)   -    (600)   -    (600) 

Assets purchased/transferred  from affiliates ...................................................................................................................................................................................................................................................  .......................................................................................................................................................................................................................................................................................................................   -    (35)   -    -    (35)   -    (35) 

Long-term stock-based compensation program ...............................................................................................................................................................................................................................................  .......................................................................................................................................................................................................................................................................................................................   -    22    -    -    22    -    22  

Comprehensive income:                      

 Net income  ....................................................................................................................................................................................................................................................................................................   .......................................................................................................................................................................................................................................................................................................................   -    -    986    -    986    (1)   985  

 Other comprehensive income, net of tax: .......................................................................................................................................................................................................................................................   .......................................................................................................................................................................................................................................................................................................................            594    594    -    594  

Total comprehensive income ...........................................................................................................................................................................................................................................................................  .......................................................................................................................................................................................................................................................................................................................               1,580    (1)   1,579  

Balance, December 31, 2012 .........................................................................................................................................................................................................................................................................  .......................................................................................................................................................................................................................................................................................................................  $ 2   $ 18,269   $ 277   $ 3,212   $ 21,760   $ 9   $ 21,769  
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 THE PRUDENTIAL INSURANCE COMPANY OF AMERICA 
  
 Consolidated Statements of Cash Flows 
 Years Ended December 31, 2012,  2011 and 2010 (in millions) 

   

  

       

   2012    2011    2010  

CASH FLOWS FROM OPERATING ACTIVITIES          

Net income  .....................................................................................................................................................................................................................................................................................................  $ 985   $ 897   $ 1,970  

Adjustments to reconcile net income (loss) to net cash provided by operating activities:          

 Realized investment (gains) losses, net ...........................................................................................................................................................................................................................................................    (77)   (1,364)   (1,263) 

 Policy charges and fee income ........................................................................................................................................................................................................................................................................    (1,001)   (751)   (729) 

 Interest credited to policyholders' account balances ........................................................................................................................................................................................................................................    2,871    3,147    3,314  

 Depreciation and amortization ........................................................................................................................................................................................................................................................................    (205)   (206)   (264) 

 (Gains) losses on trading account assets supporting insurance liabilities, net ..................................................................................................................................................................................................    (408)   (385)   (468) 

 Change in:          

  Deferred policy acquisition costs ....................................................................................................................................................................................................................................................................    (1,229)   (428)   (986) 

  Future policy benefits and other insurance liabilities ......................................................................................................................................................................................................................................    2,321    1,735    1,790  

  Other trading account assets  ...........................................................................................................................................................................................................................................................................    1,404    563    (1,369) 

  Income taxes ...................................................................................................................................................................................................................................................................................................    824    (197)   (188) 

  Other, net ........................................................................................................................................................................................................................................................................................................    (2,643)   2,132    2,760  

       Cash flows from operating activities .......................................................................................................................................................................................................................................................    2,842    5,143    4,567  

CASH FLOWS FROM INVESTING ACTIVITIES          

Proceeds from the sale/maturity/prepayment of:          

 Fixed maturities, available for sale ..................................................................................................................................................................................................................................................................    27,664    25,501    21,002  

 Equity securities, available for sale .................................................................................................................................................................................................................................................................    3,345    2,346    1,676  

 Trading account assets supporting insurance liabilities and other trading account assets ................................................................................................................................................................................    12,969    21,082    37,880  

 Commercial mortgage and other loans ............................................................................................................................................................................................................................................................    4,075    3,797    3,794  

 Policy loans .....................................................................................................................................................................................................................................................................................................    994    890    897  

 Other long-term investments ...........................................................................................................................................................................................................................................................................    371    354    622  

 Short-term investments ...................................................................................................................................................................................................................................................................................    17,476    14,103    12,685  

Payments for the purchase/origination of:          

 Fixed maturities, available for sale ..................................................................................................................................................................................................................................................................    (27,872)   (25,799)   (26,662) 

 Equity securities, available for sale .................................................................................................................................................................................................................................................................    (3,055)   (2,100)   (1,587) 

 Trading account assets supporting insurance liabilities and other trading account assets ................................................................................................................................................................................    (13,206)   (22,439)   (38,796) 

 Commercial mortgage and other loans ............................................................................................................................................................................................................................................................    (6,018)   (5,838)   (4,090) 

 Policy loans .....................................................................................................................................................................................................................................................................................................    (783)   (611)   (660) 

 Other long-term investments ...........................................................................................................................................................................................................................................................................    (1,308)   (824)   (636) 

 Short-term investments ...................................................................................................................................................................................................................................................................................    (18,432)   (13,827)   (11,589) 

Due to/from parent and affiliates .....................................................................................................................................................................................................................................................................   (1,210)   (1,358)   1,401  

Other, net ........................................................................................................................................................................................................................................................................................................   83    110    62  

  Cash flows used in investing activities .........................................................................................................................................................................................................................................................    (4,907)   (4,613)   (4,001) 

CASH FLOWS FROM FINANCING ACTIVITIES          

Policyholders' account deposits .......................................................................................................................................................................................................................................................................   15,780    15,467    15,542  

Policyholders' account withdrawals .................................................................................................................................................................................................................................................................   (16,768)   (15,565)   (16,478) 

Net change in securities sold under agreements to repurchase and cash collateral for loaned securities ..........................................................................................................................................................   704    1,065    (724) 

Net change in financing arrangements (maturities 90 days or less) .................................................................................................................................................................................................................   (363)   37    491  

Proceeds from the issuance of debt (maturities longer than 90 days) ...............................................................................................................................................................................................................   2,803    2,793    2,343  

Repayments of debt (maturities longer than 90 days) ......................................................................................................................................................................................................................................   (585)   (1,473)   (2,702) 

Excess tax benefits from share-based payment arrangements ..........................................................................................................................................................................................................................   22    12    4  

Dividends to parent .........................................................................................................................................................................................................................................................................................   (600)   (1,630)   (3,000) 

Other, net ........................................................................................................................................................................................................................................................................................................   138    (122)   176  

  Cash flows from (used in) financing activities .............................................................................................................................................................................................................................................    1,131    584    (4,348) 

Effect of foreign exchange rate changes on cash balances ...............................................................................................................................................................................................................................   (7)   (15)   (28) 

            

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS ..............................................................................................................................................................................................   (941)   1,099    (3,810) 

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR ...............................................................................................................................................................................................................   4,428    3,329    7,139  

CASH AND CASH EQUIVALENTS, END OF YEAR ..............................................................................................................................................................................................................................  $ 3,487   $ 4,428   $  3,329  

            
SUPPLEMENTAL CASH FLOW INFORMATION          

Income taxes paid/(received)  ..........................................................................................................................................................................................................................................................................  $ (211)  $ 355   $ (56) 

Interest paid  ....................................................................................................................................................................................................................................................................................................  $ 505   $ 306   $ 313  

            

NON-CASH TRANSACTIONS DURING THE YEAR          

Federal Home Loan Bank of New York debt reissued as funding agreements and           

 reported as policyholder account balances ......................................................................................................................................................................................................................................................   $ 445   $ -   $ -  

Assets received and related liabilities recorded from two significant Pension Risk Transfer transactions .......................................................................................................................................................  $ 33,423   $ -   $ -  
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1.    BUSINESS AND BASIS OF PRESENTATION 

 

The Prudential Insurance Company of America (―Prudential Insurance‖), together with its subsidiaries (collectively, the 

―Company‖), is a wholly owned subsidiary of Prudential Holdings, LLC (―Prudential Holdings‖), which is a wholly owned 

subsidiary of Prudential Financial, Inc. (―Prudential Financial‖). The Company has organized its operations into the Closed Block 

Business and the Financial Services Businesses. The Closed Block Business consists principally of the Closed Block assets and 

liabilities (See Note 12); assets held outside the Closed Block that Prudential Insurance needs to hold to meet capital requirements 

related to the Closed Block policies and invested assets held outside the Closed Block that represent the difference between the 

Closed Block Assets and Closed Block Liabilities and the interest maintenance reserve (collectively, ―Surplus and Related 

Assets‖); deferred policy acquisition costs related to Closed Block policies; and certain other related assets and liabilities. Its 

Financial Services Businesses consist primarily of non-participating individual life insurance, annuities, group insurance, 

retirement-related services and global commodities sales and trading, which was sold in 2011.   

 

Demutualization and Destacking  

  

On December 18, 2001 (the ―date of demutualization‖), the Company converted from a mutual life insurance company to a 

stock life insurance company and became a direct, wholly owned subsidiary of Prudential Holdings, which became a direct, 

wholly owned subsidiary of Prudential Financial. 

 

Concurrent with the demutualization, the Company completed a corporate reorganization (the ―destacking‖) whereby 

various subsidiaries (and certain related assets and liabilities) of the Company were dividended so that they became wholly owned 

subsidiaries of Prudential Financial rather than of the Company. 

 

Basis of Presentation  

  
The Consolidated Financial Statements include the accounts of Prudential Insurance, entities over which the Company 

exercises control, including majority-owned subsidiaries and minority-owned entities such as limited partnerships in which the 

Company is the general partner, and variable interest entities in which the Company is considered the primary beneficiary. See 

Note 5 for more information on the Company’s consolidated variable interest entities. The Consolidated Financial Statements have 

been prepared in accordance with accounting principles generally accepted in the United States of America (―U.S. GAAP‖). 

Intercompany balances and transactions have been eliminated. The Company has extensive transactions and relationships with 

Prudential Financial and other affiliates. Due to these relationships it is possible that the terms of these transactions are not the 

same as those that would result from transactions among unrelated parties. The Company has evaluated subsequent events through 

April 12, 2013, the date these financial statements were issued.  

 

Use of Estimates  

  

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and 

assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities as of the 

date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results 

could differ from those estimates. 

 

The most significant estimates include those used in determining deferred policy acquisition costs and related amortization; 

value of business acquired and its amortization; amortization of sales inducements; measurement of goodwill and any related 

impairment; valuation of investments including derivatives and the recognition of other-than-temporary impairments; future policy 

benefits including guarantees;  pension and other postretirement benefits; provision for income taxes and valuation of deferred tax 

assets; and reserves for contingent liabilities, including reserves for losses in connection with unresolved legal matters.  

 

Out of Period Adjustments 

 

During 2012, the Company recorded out of period adjustments resulting in an aggregate net decrease of $76 million to 

―Income from continuing operations before income taxes and equity in earnings of operating joint ventures‖ for the year ended  
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December 31, 2012.  The adjustments were primarily due to 1) a charge of $70 million resulting from an increase in reserves for 

estimated payments arising from use of new Social Security Master Death File matching criteria to identify deceased policy and 

contract holders, which should have been reflected in the third quarter of 2011; and 2) an increase of $40 million in recorded 

liabilities for certain employee benefits based on a review of the consistency of recognition of such liabilities across the Company 

which should have been recorded in prior years. Management has evaluated the errors and concluded they were not material to any 

previously reported financial statements or to the current year.   

 

Reclassifications  

 

Certain amounts in prior years have been reclassified to conform to the current year presentation.  

 
2. SIGNIFICANT ACCOUNTING POLICIES AND PRONOUNCEMENTS 

 

Investments and Investment-Related Liabilities  

 

The Company’s principal investments are fixed maturities; equity securities; commercial mortgage and other loans; policy 

loans; other long-term investments, including joint ventures (other than operating joint ventures), limited partnerships, and real 

estate; and short-term investments. Investments and investment-related liabilities also include securities repurchase and resale 

agreements and securities lending transactions. The accounting policies related to each are as follows: 

 

Fixed maturities are comprised of bonds, notes and redeemable preferred stock. Fixed maturities classified as ―available-for-

sale‖ are carried at fair value. See Note 19 for additional information regarding the determination of fair value. The amortized cost 

of fixed maturities is adjusted for amortization of premiums and accretion of discounts to maturity. Interest income, as well as the 

related amortization of premium and accretion of discount, is included in ―Net investment income‖ under the effective yield 

method. For mortgage-backed and asset-backed securities, the effective yield is based on estimated cash flows, including interest 

rate and prepayment assumptions based on data from widely accepted third-party data sources or internal estimates. In addition to 

interest rate and prepayment assumptions, cash flow estimates also vary based on other assumptions regarding the underlying 

collateral, including default rates and changes in value. These assumptions can significantly impact income recognition and the 

amount of other-than-temporary impairments recognized in earnings and other comprehensive income. For high credit quality 

mortgage-backed and asset-backed securities (those rated AA or above), cash flows are provided quarterly, and the amortized cost 

and effective yield of the security are adjusted as necessary to reflect historical prepayment experience and changes in estimated 

future prepayments. The adjustments to amortized cost are recorded as a charge or credit to net investment income in accordance 

with the retrospective method. For mortgage-backed and asset-backed securities rated below AA, or those for which an other than 

temporary impairment has been recorded, the effective yield is adjusted prospectively for any changes in estimated cash flows. See 

the discussion below on realized investment gains and losses for a description of the accounting for impairments. Unrealized gains 

and losses on fixed maturities classified as ―available-for-sale,‖ net of tax, and the effect on deferred policy acquisition costs, value 

of business acquired, deferred sales inducements, future policy benefits and policyholders’ dividends that would result from the 

realization of unrealized gains and losses, are included in ―Accumulated other comprehensive income (loss)‖ (―AOCI‖).  

 

―Trading account assets supporting insurance liabilities, at fair value‖ includes invested assets that support certain products 

which are experience rated, meaning that the investment results associated with these products are expected to ultimately accrue to 

contractholders. Realized and unrealized gains and losses for these investments are reported in ―Other income.‖ Interest and 

dividend income from these investments is reported in ―Net investment income.‖  

 

―Other trading account assets, at fair value‖ consist primarily of fixed maturities, equity securities, including certain 

perpetual preferred stock, and certain derivatives, including those used by the Company in its capacity as a broker-dealer and 

derivative hedging positions used in a non-broker-dealer capacity primarily to hedge the risks related to certain products. These 

instruments are carried at fair value. Realized and unrealized gains and losses on these investments and on derivatives used by the 

Company in its capacity as a broker-dealer are reported in ―Other income‖ and, for those related to the Company’s global 

commodities group, in ―Income from discontinued operations, net of taxes.‖ Interest and dividend income from these investments 

is reported in ―Net investment income‖ and, for those related to the Company’s global commodities group, in ―Income from 

discontinued operations, net of taxes.‖ 
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Equity securities available-for-sale are comprised of common stock, mutual fund shares, non-redeemable preferred stock, 

and certain perpetual preferred stock, and are carried at fair value. The associated unrealized gains and losses, net of tax, and the 

effect on deferred policy acquisition costs, value of business acquired, deferred sales inducements, future policy benefits and 

policyholders’ dividends that would result from the realization of unrealized gains and losses, are included in AOCI. The cost of 

equity securities is written down to fair value when a decline in value is considered to be other-than-temporary. See the discussion 

below on realized investment gains and losses for a description of the accounting for impairments. Dividends from these 

investments are recognized in ―Net investment income‖ when earned. 

 

Commercial mortgage and other loans consist of commercial mortgage loans, agricultural loans, loans backed by residential 

properties, as well as certain other collateralized and uncollateralized loans.   

 

Commercial mortgage and other loans originated and held for investment are generally carried at unpaid principal balance, 

net of unamortized deferred loan origination fees and expenses, and net of an allowance for losses. Commercial mortgage and 

other loans acquired, including those related to the acquisition of a business, are recorded at fair value when purchased, reflecting 

any premiums or discounts to unpaid principal balances.  

 

Interest income, as well as prepayment fees and the amortization of the related premiums or discounts, related to commercial 

mortgage and other loans, are included in ―Net investment income.‖   

 

Impaired loans include those loans for which it is probable that amounts due will not all be collected according to the 

contractual terms of the loan agreement. The Company defines ―past due‖ as principal or interest not collected at least 30 days past 

the scheduled contractual due date. Interest received on loans that are past due, including impaired and non-impaired loans as well 

as loans that were previously modified in a troubled debt restructuring, is either applied against the principal or reported as net 

investment income based on the Company’s assessment as to the collectability of the principal. See Note 4 for additional 

information about the Company’s past due loans. 

 

The Company discontinues accruing interest on loans after the loans become 90 days delinquent as to principal or interest 

payments, or earlier when the Company has doubts about collectability. When the Company discontinues accruing interest on a 

loan, any accrued but uncollectible interest on the loan and other loans backed by the same collateral, if any, is charged to interest 

income in the same period. Generally, a loan is restored to accrual status only after all delinquent interest and principal are brought 

current and, in the case of loans where the payment of interest has been interrupted for a substantial period, or the loan has been 

modified, a regular payment performance has been established.  

 

The Company reviews the performance and credit quality of the commercial mortgage and other loan portfolio on an on-

going basis. Loans are placed on watch list status based on a predefined set of criteria and are assigned one of three categories.  

Loans are placed on ―early warning‖ status in cases where, based on the Company’s analysis of the loan’s collateral, the financial 

situation of the borrower or tenants or other market factors, it is believed a loss of principal or interest could occur. Loans are 

classified as ―closely monitored‖ when it is determined that there is a collateral deficiency or other credit events that may lead to a 

potential loss of principal or interest. Loans ―not in good standing‖ are those loans where the Company has concluded that there is 

a high probability of loss of principal, such as when the loan is delinquent or in the process of foreclosure. As described below, in 

determining the allowance for losses, the Company evaluates each loan on the watch list to determine if it is probable that amounts 

due will not be collected according to the contractual terms of the loan agreement. 

 

Loan-to-value and debt service coverage ratios are measures commonly used to assess the quality of commercial mortgage 

loans. The loan-to-value ratio compares the amount of the loan to the fair value of the underlying property collateralizing the loan, 

and is commonly expressed as a percentage. Loan-to-value ratios greater than 100% indicate that the loan amount exceeds the 

collateral value. A smaller loan-to-value ratio indicates a greater excess of collateral value over the loan amount. The debt service 

coverage ratio compares a property’s net operating income to its debt service payments. Debt service coverage ratios less than 1.0 

times indicate that property operations do not generate enough income to cover the loan’s current debt payments. A larger debt 

service coverage ratio indicates a greater excess of net operating income over the debt service payments. The values utilized in 

calculating these ratios are developed as part of the Company’s periodic review of the commercial mortgage loan and agricultural 

loan portfolio, which includes an internal appraisal of the underlying collateral value. The Company’s periodic review also 
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includes a quality re-rating process, whereby the internal quality rating originally assigned at underwriting is updated based on 

current loan, property and market information using a proprietary quality rating system. The loan-to-value ratio is the most 

significant of several inputs used to establish the internal credit rating of a loan which in turn drives the allowance for losses. Other 

key factors considered in determining the internal credit rating include debt service coverage ratios, amortization, loan term, 

estimated market value growth rate and volatility for the property type and region. See Note 4 for additional information related to 

the loan-to-value ratios and debt service coverage ratios related to the Company’s commercial mortgage and agricultural loan 

portfolios. 

 

Loans backed by residential properties, other collateralized loans, and uncollateralized loans are also reviewed periodically. 

Each loan is assigned an internal or external credit rating. Internal credit ratings take into consideration various factors including 

financial ratios and qualitative assessments based on non-financial information.  In cases where there are personal or third party 

guarantors, the credit quality of the guarantor is also reviewed. These factors are used in developing the allowance for losses. 

Based on the diversity of the loans in these categories and their immateriality, the Company has not disclosed the credit quality 

indicators related to these loans in Note 4.  

 

For those loans not reported at fair value, the allowance for losses includes a loan specific reserve for each impaired loan that 

has a specifically identified loss and a portfolio reserve for probable incurred but not specifically identified losses. For impaired 

commercial mortgage and other loans the allowances for losses are determined based on the present value of expected future cash 

flows discounted at the loan’s effective interest rate, or based upon the fair value of the collateral if the loan is collateral 

dependent. The portfolio reserves for probable incurred but not specifically identified losses in the commercial mortgage and 

agricultural loan portfolio segments considers the current credit composition of the portfolio based on an internal quality rating, (as 

described above). The portfolio reserves are determined using past loan experience, including historical credit migration, loss 

probability and loss severity factors by property type. These factors are reviewed each quarter and updated as appropriate.   

 

The allowance for losses on commercial mortgage and other loans can increase or decrease from period to period based on 

the factors noted above. ―Realized investment gains (losses), net‖ includes changes in the allowance for losses. ―Realized 

investment gains (losses), net‖ also includes gains and losses on sales, certain restructurings, and foreclosures.  

 

When a commercial mortgage or other loan is deemed to be uncollectible, any specific valuation allowance associated with 

the loan is reversed and a direct write down to the carrying amount of the loan is made. The carrying amount of the loan is not 

adjusted for subsequent recoveries in value. 

 

Commercial mortgage and other loans are occasionally restructured in a troubled debt restructuring.  These restructurings 

generally include one or more of the following:  full or partial payoffs outside of the original contract terms; changes to interest 

rates; extensions of maturity; or additions or modifications to covenants. Additionally, the Company may accept assets in full or 

partial satisfaction of the debt as part of a troubled debt restructuring. When restructurings occur, they are evaluated individually to 

determine whether the restructuring or modification constitutes a "troubled debt restructuring" as defined by authoritative 

accounting guidance. If the borrower is experiencing financial difficulty and the Company has granted a concession, the 

restructuring, including those that involve a partial payoff  or the receipt of assets in full satisfaction of the debt is deemed to be a 

troubled debt restructuring. Based on the Company’s credit review process described above, these loans generally would have 

been deemed impaired prior to the troubled debt restructuring, and specific allowances for losses would have been established 

prior to the determination that a troubled debt restructuring has occurred. 

 

 In a troubled debt restructuring where the Company receives assets in full satisfaction of the debt, any specific valuation 

allowance is reversed and a direct write down of the loan is recorded for the amount of the allowance, and any additional loss, net 

of recoveries, or any gain is recorded for the difference between the fair value of the assets received and the recorded investment in 

the loan. When assets are received in partial settlement, the same process is followed, and the remaining loan is evaluated 

prospectively for impairment based on the credit review process noted above. When a loan is restructured in a troubled debt 

restructuring, the impairment of the loan is remeasured using the modified terms and the loan’s original effective yield, and the 

allowance for loss is adjusted accordingly. Subsequent to the modification, income is recognized prospectively based on the 

modified terms of the loans in accordance with the income recognition policy noted above. Additionally, the loan continues to be 

subject to the credit review process noted above.   
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 In situations where a loan has been restructured in a troubled debt restructuring and the loan has subsequently defaulted, this 

factor is considered when evaluating the loan for a specific allowance for losses in accordance with the credit review process noted 

above.  

 

See Note 4 for additional information about commercial mortgage and other loans that have been restructured in a troubled 

debt restructuring. 

 

―Policy loans‖ are carried at unpaid principal balances. Interest income on policy loans is recognized in net investment 

income at the contract interest rate when earned. Policy loans are fully collateralized by the cash surrender value of the associated 

insurance policies. 

 

Securities repurchase and resale agreements and securities loaned transactions are used to earn spread income, to borrow 

funds, or to facilitate trading activity. As part of securities repurchase agreements or securities loaned transactions, the Company 

transfers U.S. and foreign debt and equity securities, as well as U.S. government and government agency securities, and receives 

cash as collateral. As part of securities resale agreements, the Company invests cash and receives as collateral U.S. government 

securities or other debt securities. For securities repurchase agreements and securities loaned transactions used to earn spread 

income, the cash received is typically invested in cash equivalents, short-term investments or fixed maturities. 

 

Securities repurchase and resale agreements that satisfy certain criteria are treated as secured borrowing or secured lending 

arrangements. These agreements are carried at the amounts at which the securities will be subsequently resold or reacquired, as 

specified in the respective transactions. For securities purchased under agreements to resell, the Company’s policy is to take 

possession or control of the securities either directly or through a third party custodian. These securities are valued daily and 

additional securities or cash collateral is received, or returned, when appropriate to protect against credit exposure. Securities to be 

resold are the same, or substantially the same, as the securities received. For securities sold under agreements to repurchase, the 

market value of the securities to be repurchased is monitored, and additional collateral is obtained where appropriate, to protect 

against credit exposure. Securities to be repurchased are the same, or substantially the same, as those sold. Income and expenses 

related to these transactions executed within the insurance companies used to earn spread income are reported as ―Net investment 

income;‖ however, for transactions used for funding purposes, the associated borrowing cost is reported as interest expense 

(included in ―General and administrative expenses‖). Income and expenses related to these transactions executed within the 

Company’s derivative operations are reported in ―Other income.‖ Income and expenses related to these transactions executed 

within the Company’s global commodities group are reported in ―Income from discontinued operations, net of taxes.‖  

 

Securities loaned transactions are treated as financing arrangements and are recorded at the amount of cash received. The 

Company obtains collateral in an amount equal to 102% and 105% of the fair value of the domestic and foreign securities, 

respectively. The Company monitors the market value of the securities loaned on a daily basis with additional collateral obtained 

as necessary. Substantially all of the Company’s securities loaned transactions are with large brokerage firms. Income and 

expenses associated with securities loaned transactions used to earn spread income are reported as ―Net investment income;‖ 

however, for securities loaned transactions used for funding purposes the associated rebate is reported as interest expense (included 

in ―General and administrative expenses‖). 

  

―Other long-term investments‖ consist of the Company’s investments in joint ventures and limited partnerships, other than 

operating joint ventures, as well as wholly-owned investment real estate and other investments. Joint venture and partnership 

interests are either accounted for using the equity method of accounting or under the cost method when the Company’s partnership 

interest is so minor (generally less than 3%) that it exercises virtually no influence over operating and financial policies. The 

Company’s income from investments in joint ventures and partnerships accounted for using the equity method or the cost method, 

other than the Company’s investment in operating joint ventures, is included in ―Net investment income.‖  The carrying value of 

these investments is written down, or impaired, to fair value when a decline in value is considered to be other-than-temporary. In 

applying the equity method or the cost method (including assessment for other-than-temporary impairment), the Company uses 

financial information provided by the investee, generally on a one to three month lag. The Company consolidates joint ventures 

and limited partnerships in certain other instances where it is deemed to exercise control, or is considered the primary beneficiary 

of a variable interest entity. See Note 5 for additional information about variable interest entities. 
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The Company’s wholly-owned investment real estate consists of real estate which the Company has the intent to hold for the 

production of income as well as real estate held for sale. Real estate which the Company has the intent to hold for the production 

of income is carried at depreciated cost less any writedowns to fair value for impairment losses and is reviewed for impairment 

whenever events or circumstances indicate that the carrying value may not be recoverable. Real estate held for sale is carried at the 

lower of depreciated cost or fair value less estimated selling costs and is not further depreciated once classified as such. An 

impairment loss is recognized when the carrying value of the investment real estate exceeds the estimated undiscounted future cash 

flows (excluding interest charges) from the investment. At that time, the carrying value of the investment real estate is written 

down to fair value. Decreases in the carrying value of investment real estate held for the production of income due to other-than-

temporary impairments are recorded in ―Realized investment gains (losses), net.‖ Depreciation on real estate held for the 

production of income is computed using the straight-line method over the estimated lives of the properties, and is included in ―Net 

investment income.‖ In the period a real estate investment is deemed held for sale and meets all of the discontinued operation 

criteria, the Company reports all related net investment income and any resulting investment gains and losses as discontinued 

operations for all periods presented. 

 

―Short-term investments‖ primarily consist of highly liquid debt instruments with a maturity of twelve months or less and 

greater than three months when purchased, other than those debt instruments meeting this definition that are included in ―Trading 

account assets supporting insurance liabilities, at fair value.‖ These investments are generally carried at fair value and include 

certain money market investments, short-term debt securities issued by government sponsored entities and other highly liquid debt 

instruments. Short-term investments held in the Company’s former broker-dealer operations were marked-to-market through 

―Income from discontinued operations, net of taxes.‖  

  

Realized investment gains (losses) are computed using the specific identification method. Realized investment gains and 

losses are generated from numerous sources, including the sale of fixed maturity securities, equity securities, investments in joint 

ventures and limited partnerships and other types of investments, as well as adjustments to the cost basis of investments for net 

other-than-temporary impairments recognized in earnings. Realized investment gains and losses are also generated from 

prepayment premiums received on private fixed maturity securities, allowance for losses on commercial mortgage and other loans  

and fair value changes on embedded derivatives and free-standing derivatives that do not qualify for hedge accounting treatment, 

except those derivatives used in the Company’s capacity as a broker or dealer. 
 

The Company’s available-for-sale securities with unrealized losses are reviewed quarterly to identify other-than-temporary 

impairments in value. In evaluating whether a decline in value is other-than-temporary, the Company considers several factors 

including, but not limited to the following: (1) the extent and the duration of the decline; (2) the reasons for the decline in value 

(credit event, currency or interest-rate related, including general credit spread widening); and (3) the financial condition of and 

near-term prospects of the issuer. With regard to available-for-sale equity securities, the Company also considers the ability and 

intent to hold the investment for a period of time to allow for a recovery of value. When it is determined that a decline in value of 

an equity security is other-than-temporary, the carrying value of the equity security is reduced to its fair value, with a 

corresponding charge to earnings.  

 

An other-than-temporary impairment is recognized in earnings for a debt security in an unrealized loss position when the 

Company either (a) has the intent to sell the debt security or (b) more likely than not will be required to sell the debt security 

before its anticipated recovery. For all debt securities in unrealized loss positions that do not meet either of these two criteria, the 

Company analyzes its ability to recover the amortized cost by comparing the net present value of projected future cash flows with 

the amortized cost of the security. The net present value is calculated by discounting the Company’s best estimate of projected 

future cash flows at the effective interest rate implicit in the debt security prior to impairment. The Company may use the 

estimated fair value of collateral as a proxy for the net present value if it believes that the security is dependent on the liquidation 

of collateral for recovery of its investment. If the net present value is less than the amortized cost of the investment, an other-than-

temporary impairment is recognized. In addition to the above mentioned circumstances, the Company also recognizes an other-

than-temporary impairment in earnings when a non-functional currency denominated security in an unrealized loss position due to 

currency exchange rates approaches maturity.   

 

When an other-than-temporary impairment of a debt security has occurred, the amount of the other-than-temporary 

impairment recognized in earnings depends on whether the Company intends to sell the security or more likely than not will be 

required to sell the security before recovery of its amortized cost basis. If the debt security meets either of these two criteria or the 
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foreign currency translation loss is not expected to be recovered before maturity, the other-than-temporary impairment recognized 

in earnings is equal to the entire difference between the security’s amortized cost basis and its fair value at the impairment 

measurement date. For other-than-temporary impairments of debt securities that do not meet these criteria, the net amount 

recognized in earnings is equal to the difference between the amortized cost of the debt security and its net present value calculated 

as described above. Any difference between the fair value and the net present value of the debt security at the impairment 

measurement date is recorded in ―Other comprehensive income (loss).‖ Unrealized gains or losses on securities for which an other-

than-temporary impairment has been recognized in earnings is tracked as a separate component of AOCI.  

 

For debt securities, the split between the amount of an other-than-temporary impairment recognized in other comprehensive 

income and the net amount recognized in earnings is driven principally by assumptions regarding the amount and timing of 

projected cash flows. For mortgage-backed and asset-backed securities, cash flow estimates consider the payment terms of the 

underlying assets backing a particular security, including interest rate and prepayment assumptions based on data from widely 

accepted third-party data sources or internal estimates. In addition to interest rate and prepayment assumptions, cash flow 

estimates also include other assumptions regarding the underlying collateral including default rates and recoveries, which vary 

based on the asset type and geographic location, as well as the vintage year of the security. For structured securities, the payment 

priority within the tranche structure is also considered. For all other debt securities, cash flow estimates are driven by assumptions 

regarding probability of default and estimates regarding timing and amount of recoveries associated with a default. The Company 

has developed these estimates using information based on its historical experience as well as using market observable data, such as 

industry analyst reports and forecasts, sector credit ratings and other data relevant to the collectability of a security, such as the 

general payment terms of the security and the security’s position within the capital structure of the issuer.  

 

The new cost basis of an impaired security is not adjusted for subsequent increases in estimated fair value. In periods 

subsequent to the recognition of an other-than-temporary impairment, the impaired security is accounted for as if it had been 

purchased on the measurement date of the impairment. For debt securities, the discount (or reduced premium) based on the new 

cost basis may be accreted into net investment income in future periods, including increases in cash flow on a prospective basis. In 

certain cases where there are decreased cash flow expectations, the security is reviewed for further cash flow impairments. 

 

Cash and Cash Equivalents  

  

Cash and cash equivalents include cash on hand, amounts due from banks, certain money market investments and other debt 

instruments with maturities of three months or less when purchased, other than cash equivalents that are included in ―Trading 

account assets supporting insurance liabilities, at fair value.‖ 

 

Deferred Policy Acquisition Costs  

  

Costs that vary with and that are directly related to the acquisition of new and renewal insurance and annuity business are 

deferred to the extent such costs are deemed recoverable from future profits. Such deferred policy acquisition costs (―DAC‖) 

primarily include commissions, costs of policy issuance and underwriting, and certain other expenses that are directly related to 

successfully negotiated contracts. See below under ―Adoption of New Accounting Pronouncements‖ for a discussion of the new 

authoritative guidance adopted effective January 1, 2012, regarding which costs relating to the acquisition of new or renewal 

insurance contracts qualify for deferral. In each reporting period, capitalized DAC is amortized to ―Amortization of deferred  policy 

acquisition costs,‖ net of the accrual of imputed interest on DAC balances. DAC is subject to recoverability testing at the end of 

each reporting period to ensure that the balance does not exceed the present value of estimated gross profits, estimated gross 

margins, or premiums less benefits and maintenance expenses, as applicable. DAC, for applicable products, is adjusted for the 

impact of unrealized gains or losses on investments as if these gains or losses had been realized, with corresponding credits or 

charges included in AOCI.   

  

For traditional participating life insurance included in the Closed Block, DAC is amortized over the expected life of the 

contracts (up to 45 years) in proportion to gross margins based on historical and anticipated future experience, which is evaluated 

regularly. The effect of changes in estimated gross margins on unamortized DAC is reflected in ―Amortization of deferred policy 

acquisition costs‖ in the period such estimated gross margins are revised. Policy acquisition costs related to interest-sensitive and 

variable life products and fixed and variable deferred annuity products are deferred and amortized over the expected life of the 

contracts (periods ranging from 25 to 99 years) in proportion to gross profits arising principally from investment results, mortality 
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and expense margins, and surrender charges, based on historical and anticipated future experience, which is updated periodically. 

The Company uses a reversion to the mean approach for equities to derive the blended future rate of return assumptions. However, 

if the projected future rate of return calculated using this approach is greater than the maximum future rate of return assumption, 

the maximum future rate of return is utilized in deriving the blended future rate of return assumption. In addition to the gross profit 

components previously mentioned, the impact of the embedded derivatives associated with certain optional living benefit features 

of the Company’s variable annuity contracts and related hedging activities are also included in actual gross profits used as the basis 

for calculating current period amortization and, in certain instances, in management’s estimate of total gross profits used for setting 

the amortization rate. The effect of changes to estimated gross profits on unamortized DAC is reflected in ―Amortization of 

deferred policy acquisition costs‖ in the period such estimated gross profits are revised. DAC related to non-participating 

traditional individual life insurance is amortized in proportion to gross premiums.  

  

For group annuity contracts (other than single premium group annuities with life contingencies), acquisition costs are 

deferred and amortized over the expected life of the contracts in proportion to gross profits. For group corporate-, bank- and trust-

owned life insurance contracts, acquisition costs are deferred and amortized in proportion to lives insured. For single premium 

immediate annuities with life contingencies, and single premium group annuities and single premium structured settlements with 

life contingencies, all acquisition costs are charged to expense immediately because generally all premiums are received at the 

inception of the contract. For funding agreement notes contracts, single premium structured settlement contracts without life 

contingencies, and single premium immediate annuities without life contingencies, acquisition expenses are deferred and 

amortized over the expected life of the contracts using the interest method. For other group life and disability insurance contracts 

and guaranteed investment contracts, acquisition costs are expensed as incurred. 

 

For some products, policyholders can elect to modify product benefits, features, rights or coverages by exchanging a contract 

for a new contract or by amendment, endorsement, or rider to a contract, or by the election of a feature or coverage within a 

contract. These transactions are known as internal replacements. If policyholders surrender traditional life insurance policies in 

exchange for life insurance policies that do not have fixed and guaranteed terms, the Company immediately charges to expense the 

remaining unamortized DAC on the surrendered policies. For other internal replacement transactions, except those that involve the 

addition of a nonintegrated contract feature that does not change the existing base contract, the unamortized DAC is immediately 

charged to expense if the terms of the new policies are not substantially similar to those of the former policies. If the new terms are 

substantially similar to those of the earlier policies, the DAC is retained with respect to the new policies and amortized over the 

expected life of the new policies. 

 

Separate Account Assets and Liabilities  

  

Separate account assets are reported at fair value and represent segregated funds that are invested for certain policyholders, 

pension funds and other customers. The assets consist primarily of equity securities, fixed maturities, real estate-related 

investments, real estate mortgage loans, short-term investments and derivative instruments. The assets of each account are legally 

segregated and are not subject to claims that arise out of any other business of the Company. Investment risks associated with 

market value changes are borne by the customers, except to the extent of minimum guarantees made by the Company with respect 

to certain accounts. See Note 11 for additional information regarding separate account arrangements with contractual guarantees. 

Separate account liabilities primarily represent the contractholder’s account balance in separate account assets and to a lesser 

extent borrowings of the separate account, and will be equal and offsetting to total separate account assets. The investment income 

and realized investment gains or losses from separate account assets generally accrue to the policyholders and are not included in 

the Company’s results of operations. Mortality, policy administration and surrender charges assessed against the accounts are 

included in ―Policy charges and fee income.‖ Asset management fees charged to the accounts are included in ―Other income.‖ 

Seed money that the Company invests in separate accounts is reported in the appropriate general account asset line. Investment 

income and realized investment gains or losses from seed money invested in separate accounts accrues to the Company and is 

included in the Company’s results of operations. 

 

Other Assets and Other Liabilities  

  

Other assets consist primarily of prepaid pension benefit costs, certain restricted assets,  trade receivables, value of business 

acquired, goodwill and other intangible assets, deferred sales inducements, the Company’s investments in operating joint ventures, 

which include the Company’s indirect investment in China Pacific Insurance (Group) Co., Ltd. (―China Pacific Group‖), property 
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and equipment, reinsurance recoverables, and receivables resulting from sales of securities that had not yet settled at the balance 

sheet date. Other liabilities consist primarily of trade payables,  pension and other employee benefit liabilities, derivative liabilities, 

reinsurance payables, and payables resulting from purchases of securities that had not yet settled at the balance sheet date.  

 

Property and equipment are carried at cost less accumulated depreciation. Depreciation is determined using the straight-line 

method over the estimated useful lives of the related assets, which generally range from 3 to 40 years. 

 

As a result of certain acquisitions and the application of purchase accounting, the Company reports a financial asset 

representing the value of business acquired (―VOBA‖). VOBA includes an explicit adjustment to reflect the cost of capital 

attributable to the acquired insurance contracts. VOBA represents an adjustment to the stated value of inforce insurance contract 

liabilities to present them at fair value, determined as of the acquisition date. VOBA balances are subject to recoverability testing, 

in the manner in which it was acquired, at the end of each reporting period to ensure that the balance does not exceed the present 

value of anticipated gross profits. The Company has established a VOBA asset primarily for its deferred annuity, defined 

contribution and defined benefit businesses. The Company amortizes VOBA over the effective life of the acquired contracts in 

―General and administrative expenses.‖ For acquired annuity contracts, VOBA is amortized in proportion to estimated gross 

profits arising from the contracts and anticipated future experience, which is evaluated regularly. For acquired defined contribution 

and defined benefit businesses, the majority of VOBA is amortized in proportion to estimated gross profits arising principally from 

investment spreads and fees in excess of actual expense based upon historical and estimated future experience, which is updated 

periodically. The remainder of VOBA is amortized based on estimated gross revenues, fees, or the change in policyholders’ 

account balances, as applicable. The effect of changes in estimated gross profits on unamortized VOBA is reflected in the period 

such estimates of expected future profits are revised. VOBA, for applicable products, is adjusted for the impact of unrealized gains 

or losses on investments as if these gains or losses had been realized, with corresponding credits or charges included in AOCI. See 

Note 8 for additional information regarding VOBA. 

 

As a result of certain acquisitions, the Company recognizes an asset for goodwill representing the excess of cost over the net 

fair value of the assets acquired and liabilities assumed. Goodwill is assigned to reporting units at the date the goodwill is initially 

recorded. Once goodwill has been assigned to reporting units, it no longer retains its association with a particular acquisition, and 

all of the activities within the reporting unit, whether acquired or organically grown, are available to support the value of the 

goodwill.  

 

The Company tests goodwill for impairment annually as of December 31 and more frequently if an event occurs or 

circumstances change that would more likely than not reduce the fair value of a reporting unit below its carrying amount. The 

Company’s reporting units are the Financial Services Businesses and the Closed Block Business. The fundamental goodwill 

impairment analysis is a two-step test that is performed at the reporting unit level. The first step, used to identify potential 

impairment, involves comparing each reporting unit’s fair value to its carrying value including goodwill. If the fair value of a 

reporting unit exceeds its carrying value, the applicable goodwill is considered not to be impaired. If the carrying value exceeds 

fair value, there is an indication of a potential impairment and the second step of the test is performed to measure the amount of 

impairment. 

 

The second step involves calculating an implied fair value of goodwill for each reporting unit for which the first step 

indicated impairment. The implied fair value of goodwill is determined in the same manner as the amount of goodwill recognized 

in a business combination, which is the excess of the fair value of the reporting unit, as determined in the first step, over the 

aggregate fair values of the individual assets, liabilities and identifiable intangibles as if the reporting unit was being acquired in a 

business combination. If the implied fair value of goodwill in the ―pro forma‖ business combination accounting as described above 

exceeds the goodwill assigned to the reporting unit, there is no impairment. If the goodwill assigned to a reporting unit exceeds the 

implied fair value of the goodwill, an impairment charge is recorded in ―General and administrative expenses‖ for the excess. An 

impairment loss recognized cannot exceed the amount of goodwill assigned to a reporting unit, and the loss establishes a new basis 

in the goodwill. Subsequent reversal of goodwill impairment losses is not permitted. Management is required to make significant 

estimates in determining the fair value of a reporting unit including, but not limited to: projected earnings, comparative market 

multiples, and the risk rate at which future net cash flows are discounted. 

 

In accordance with accounting guidance, the Company may first perform a qualitative goodwill assessment to determine 

whether events or circumstances lead to a determination that it is more likely than not that the fair value of a reporting unit is less 
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than its carrying amount. Factors such as macroeconomic conditions; industry and market considerations; cost factors and other are 

used to assess the validity of goodwill. If, after assessing the totality of events or circumstances, the Company determines it is not 

more likely than not that the fair value of a reporting unit is less than its carrying amount, then performing the two-step goodwill 

impairment test, as described above, is not necessary. If, however, the Company concludes otherwise, then the Company must 

perform the first step of the two-step impairment test by comparing the reporting unit’s fair value with its carrying value including 

goodwill. If the carrying value exceeds fair value, then the Company must perform the second step of the goodwill impairment test 

to measure the impairment loss, if any.  

 

See Note 9 for additional information regarding goodwill. 

 

The Company offers various types of sales inducements to policyholders related to fixed and variable deferred annuity 

contracts. The Company defers sales inducements and amortizes them over the anticipated life of the policy using the same 

methodology and assumptions used to amortize DAC. Sales inducements balances are subject to recoverability testing at the end of 

each reporting period to ensure that the balance does not exceed the present value of anticipated gross profits. The Company 

records amortization of deferred sales inducements in ―Interest credited to policyholders’ account balances.‖ See Note 11 for  

additional information regarding sales inducements. 

 

The majority of the Company’s reinsurance recoverables and payables are receivables and corresponding payables 

associated with the reinsurance arrangements used to effect the Company’s acquisition of the retirement businesses of CIGNA. 

The remaining amounts relate to other reinsurance arrangements entered into by the Company. For each of its reinsurance 

contracts, the Company determines if the contract provides indemnification against loss or liability relating to insurance risk in 

accordance with applicable accounting standards. The Company reviews all contractual features, particularly those that may limit 

the amount of insurance risk to which the reinsurer is subject or features that delay the timely reimbursement of claims. See Note 

13 for additional information about the Company’s reinsurance arrangements. 

 

Identifiable intangible assets are recorded net of accumulated amortization. The Company tests identifiable intangible assets 

for impairment on an annual basis as of December 31 of each year or whenever events or circumstances suggest that the carrying 

value of an identifiable intangible asset may exceed the sum of the undiscounted cash flows expected to result from its use and 

eventual disposition. If this condition exists and the carrying value of an identifiable intangible asset exceeds its fair value, the 

excess is recognized as an impairment and is recorded as a charge against net income. Measuring intangibles requires the use of 

estimates. Significant estimates include the projected net cash flow attributable to the intangible asset and the risk rate at which 

future net cash flows are discounted for purposes of estimating fair value, as applicable. Identifiable intangible assets primarily 

include customer relationships and mortgage servicing rights. See Note 9 for additional information regarding identifiable 

intangible assets. 

 

Investments in operating joint ventures are generally accounted for under the equity method. The carrying value of these 

investments is written down, or impaired, to fair value when a decline in value is considered to be other-than-temporary. See Note 

7 for additional information on investments in operating joint ventures. 

 

Future Policy Benefits  

 

The Company’s liability for future policy benefits is primarily comprised of the present value of estimated future payments 

to or on behalf of policyholders, where the timing and amount of payment depends on policyholder mortality or morbidity, less the 

present value of future net premiums. For individual traditional participating life insurance products, the mortality and interest rate 

assumptions applied are those used to calculate the policies’ guaranteed cash surrender values. For life insurance, other than 

individual traditional participating life insurance, and annuity and disability products, expected mortality and morbidity is 

generally based on the Company’s historical experience or standard industry tables including a provision for the risk of adverse 

deviation. Interest rate assumptions are based on factors such as market conditions and expected investment returns. Although 

mortality and morbidity and interest rate assumptions are ―locked-in‖ upon the issuance of new insurance or annuity business with 

fixed and guaranteed terms, significant changes in experience or assumptions may require the Company to provide for expected 

future losses on a product by establishing premium deficiency reserves. Premium deficiency reserves, if required, are determined 

based on assumptions at the time the premium deficiency reserve is established and do not include a provision for the risk of 

adverse deviation. See Note 10 for additional information regarding future policy benefits. 
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The Company’s liability for future policy benefits also includes a liability for unpaid claims and claim adjustment expenses. 

The Company does not establish claim liabilities until a loss has occurred. However, unpaid claims and claim adjustment expenses 

includes estimates of claims that the Company believes have been incurred but have not yet been reported as of the balance sheet 

date. The Company’s liability for future policy benefits also includes net liabilities for guarantee benefits related to certain 

nontraditional long-duration life and annuity contracts, which are discussed more fully in Note 11, and certain unearned revenues.  

 

Policyholders’ Account Balances 

 

The Company’s liability for policyholders’ account balances represents the contract value that has accrued to the benefit of 

the policyholder as of the balance sheet date. This liability is generally equal to the accumulated account deposits, plus interest 

credited, less policyholder withdrawals and other charges assessed against the account balance. These policyholders’ account 

balances also include provision for benefits under non-life contingent payout annuities and certain unearned revenues. See Note 10 

for additional information regarding policyholders’ account balances. 

 

Policyholders’ Dividends 

 

The Company’s liability for policyholders’ dividends includes its dividends payable to policyholders and its policyholder 

dividend obligation associated with the participating policies included in the Closed Block. The dividends payable for participating 

policies included in the Closed Block are determined at the end of each year for the following year by the Board of Directors of 

Prudential Insurance based on its statutory results, capital position, ratings, and the emerging experience of the Closed Block. The 

policyholder dividend obligation represents amounts to be paid to Closed Block policyholders as an additional policyholder 

dividend unless otherwise offset by future Closed Block performance that is less favorable than originally expected, the 

components of which are discussed more fully in Note 12.  

 

Contingent Liabilities  

  

Amounts related to contingent liabilities are accrued if it is probable that a liability has been incurred and an amount is 

reasonably estimable. Management evaluates whether there are incremental legal or other costs directly associated with the 

ultimate resolution of the matter that are reasonably estimable and, if so, they are included in the accrual.  

  

Insurance Revenue and Expense Recognition  

  

Premiums from individual life products, other than interest-sensitive life contracts, and health insurance and long-term care 

products are recognized when due. When premiums are due over a significantly shorter period than the period over which benefits 

are provided, any gross premium in excess of the net premium (i.e., the portion of the gross premium required to provide for all 

expected future benefits and expenses) is deferred and recognized into revenue in a constant relationship to insurance in force. 

Benefits are recorded as an expense when they are incurred. A liability for future policy benefits is recorded when premiums are 

recognized using the net level premium method.  

  

Premiums from non-participating group annuities with life contingencies, single premium structured settlements with life 

contingencies and single premium immediate annuities with life contingencies are recognized when due. When premiums are due 

over a significantly shorter period than the period over which benefits are provided, any gross premium in excess of the net 

premium is deferred and recognized into revenue in a constant relationship to the amount of expected future benefit payments. 

Benefits are recorded as an expense when they are incurred. A liability for future policy benefits is recorded when premiums are 

recognized using the net premium method.  

 

Certain individual annuity contracts provide the holder a guarantee that the benefit received upon death or annuitization will 

be no less than a minimum prescribed amount. These benefits are accounted for as insurance contracts and are discussed in further 

detail in Note 11. The Company also provides contracts with certain living benefits which are considered embedded derivatives. 

These contracts are discussed in further detail in Note 11.  
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Amounts received as payment for interest-sensitive group and individual life contracts, deferred fixed annuities, structured 

settlements and other contracts without life contingencies, and participating group annuities are reported as deposits to 

―Policyholders’ account balances.‖ Revenues from these contracts are reflected in ―Policy charges and fee income‖ consisting 

primarily of fees assessed during the period against the policyholders’ account balances for mortality charges, policy 

administration charges and surrender charges. In addition to fees, the Company earns investment income from the investment of 

policyholders’ deposits in the Company’s general account portfolio. Fees assessed that represent compensation to the Company for 

services to be provided in future periods and certain other fees are deferred and amortized into revenue over the life of the related 

contracts in proportion to estimated gross profits. Benefits and expenses for these products include claims in excess of related 

account balances, expenses of contract administration, interest credited to policyholders’ account balances and amortization of 

DAC.  

  

For group life, other than interest-sensitive group life contracts, and disability insurance, premiums are recognized over the 

period to which the premiums relate in proportion to the amount of insurance protection provided. Claim and claim adjustment 

expenses are recognized when incurred.  

  

Premiums, benefits and expenses are stated net of reinsurance ceded to other companies, except for amounts associated with 

certain modified coinsurance contracts which are reflected in the Company’s financial statements based on the application of the 

deposit method of accounting. Estimated reinsurance recoverables and the cost of reinsurance are recognized over the life of the 

reinsured policies using assumptions consistent with those used to account for the underlying policies.  

  

Other Income  

  

―Other income‖ includes asset management fees and securities and commodities commission revenues, which are 

recognized in the period in which the services are performed. Realized and unrealized gains or losses from investments classified 

as ―trading‖ such as ―Trading account assets supporting insurance liabilities‖ and ―Other trading account assets,‖ and short-term 

investments that are marked-to-market through other income. 

 

Foreign Currency 

  

Assets and liabilities of foreign operations and subsidiaries reported in currencies other than U.S. dollars are translated at the 

exchange rate in effect at the end of the period. Revenues, benefits and other expenses are translated at the average rate prevailing 

during the period. The effects of translating the statements of operations and financial position of non-U.S. entities with functional 

currencies other than the U.S. dollar are included, net of related qualifying hedge gains and losses and income taxes, in AOCI. 

Gains and losses resulting from the remeasurement of foreign currency transactions are reported in either AOCI or current earnings 

in ―Other income‖ depending on the nature of the related foreign currency denominated asset or liability. 

 

Derivative Financial Instruments  

 

Derivatives are financial instruments whose values are derived from interest rates, foreign exchange rates, financial indices, 

values of securities or commodities, credit spreads, market volatility, expected returns, and liquidity. Values can also be affected 

by changes in estimates and assumptions, including those related to counterparty behavior and non-performance risk used in 

valuation models. Derivative financial instruments generally used by the Company include swaps, futures, forwards and options 

and may be exchange-traded or contracted in the over-the-counter market. Derivative positions are carried at fair value, generally 

by obtaining quoted market prices or through the use of valuation models. 

 

Derivatives are used in a non-broker-dealer capacity to manage the interest rate and currency characteristics of assets or 

liabilities and to mitigate volatility of net investments in foreign operations resulting from changes in currency exchange rates. 

Additionally, derivatives may be used to seek to reduce exposure to interest rate, credit, foreign currency and equity risks 

associated with assets held or expected to be purchased or sold, and liabilities incurred or expected to be incurred. As discussed in 

detail below and in Note 21, all realized and unrealized changes in fair value of non-broker-dealer related derivatives are recorded 

in current earnings, with the exception of the effective portion of cash flow hedges and effective hedges of net investments in 

foreign operations. Cash flows from derivatives are reported in the operating, investing, or financing activities sections in the 

Consolidated Statements of Cash Flows based on the nature and purpose of the derivative. 



 

THE PRUDENTIAL INSURANCE COMPANY OF AMERICA 

Notes to Consolidated Financial Statements 

B-18 

 

 

Derivatives were also used in a derivative broker-dealer capacity in the Company’s global commodities group to meet the 

needs of clients by structuring transactions that allow clients to manage their exposure to interest rates, foreign exchange rates, 

indices and prices of securities and commodities. The Company’s global commodities group was sold on July 1, 2011. See Note 3 

for further details. Realized and unrealized changes in fair value of derivatives used in these dealer related operations are included 

in ―Income from discontinued operations, net of taxes‖ in the periods in which the changes occur. Cash flows from such 

derivatives are reported in the operating activities section of the Consolidated Statements of Cash Flows.  

 

Derivatives are recorded either as assets, within ―Other trading account assets, at fair value‖ or ―Other long-term 

investments,‖ or as liabilities, within ―Other liabilities,‖ except for embedded derivatives which are recorded with the associated 

host contract. The Company nets the fair value of all derivative financial instruments with counterparties for which a master 

netting arrangement has been executed. 

 

The Company designates derivatives as either (1) a hedge of the fair value of a recognized asset or liability or unrecognized 

firm commitment (―fair value‖ hedge); (2) a hedge of a forecasted transaction or of the variability of cash flows to be received or 

paid related to a recognized asset or liability (―cash flow‖ hedge); (3) a foreign-currency fair value or cash flow hedge (―foreign 

currency‖ hedge); (4) a hedge of a net investment in a foreign operation; or (5) a derivative that does not qualify for hedge 

accounting.  

 

To qualify for hedge accounting treatment, a derivative must be highly effective in mitigating the designated risk of the 

hedged item. Effectiveness of the hedge is formally assessed at inception and throughout the life of the hedging relationship. Even 

if a derivative qualifies for hedge accounting treatment, there may be an element of ineffectiveness of the hedge. Under such 

circumstances, the ineffective portion is recorded in ―Realized investment gains (losses), net.‖ 

 

The Company formally documents at inception all relationships between hedging instruments and hedged items, as well as 

its risk-management objective and strategy for undertaking various hedge transactions. This process includes linking all derivatives 

designated as fair value, cash flow, or foreign currency hedges to specific assets and liabilities on the balance sheet or to specific 

firm commitments or forecasted transactions. Hedges of a net investment in a foreign operation are linked to the specific foreign 

operation.  

 

When a derivative is designated as a fair value hedge and is determined to be highly effective, changes in its fair value, along 

with changes in the fair value of the hedged asset or liability (including losses or gains on firm commitments), are reported on a net 

basis in the income statement, generally in ―Realized investment gains (losses), net.‖ When swaps are used in hedge accounting 

relationships, periodic settlements are recorded in the same income statement line as the related settlements of the hedged items. 

 

When a derivative is designated as a cash flow hedge and is determined to be highly effective, changes in its fair value are 

recorded in AOCI until earnings are affected by the variability of cash flows being hedged (e.g., when periodic settlements on a 

variable-rate asset or liability are recorded in earnings). At that time, the related portion of deferred gains or losses on the 

derivative instrument is reclassified and reported in the income statement line item associated with the hedged item.  

 

When a derivative is designated as a foreign currency hedge and is determined to be highly effective, changes in its fair 

value are recorded either in current period earnings if the hedge transaction is a fair value hedge (e.g., a hedge of a recognized 

foreign currency asset or liability) or in AOCI if the hedge transaction is a cash flow hedge (e.g., a foreign currency denominated 

forecasted transaction). When a derivative is used as a hedge of a net investment in a foreign operation, its change in fair value, to 

the extent effective as a hedge, is recorded in the cumulative translation adjustment account within AOCI. 

 

If it is determined that a derivative no longer qualifies as an effective fair value or cash flow hedge or management removes 

the hedge designation, the derivative will continue to be carried on the balance sheet at its fair value, with changes in fair value 

recognized currently in ―Realized investment gains (losses), net.‖ In this scenario, the hedged asset or liability under a fair value 

hedge will no longer be adjusted for changes in fair value and the existing basis adjustment is amortized to the income statement 

line associated with the asset or liability. The component of AOCI related to discontinued cash flow hedges is reclassified to the 

income statement line associated with the hedged cash flows consistent with the earnings impact of the original hedged cash flows. 
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When hedge accounting is discontinued because the hedged item no longer meets the definition of a firm commitment, or 

because it is probable that the forecasted transaction will not occur by the end of the specified time period, the derivative will 

continue to be carried on the balance sheet at its fair value, with changes in fair value recognized currently in ―Realized investment 

gains (losses), net.‖ Any asset or liability that was recorded pursuant to recognition of the firm commitment is removed from the 

balance sheet and recognized currently in ―Realized investment gains (losses), net.‖ Gains and losses that were in AOCI pursuant 

to the hedge of a forecasted transaction are recognized immediately in ―Realized investment gains (losses), net.‖    

 

If a derivative does not qualify for hedge accounting, all changes in its fair value, including net receipts and payments, are 

included in ―Realized investment gains (losses), net‖ without considering changes in the fair value of the economically associated 

assets or liabilities. 

 

The Company is a party to financial instruments that contain derivative instruments that are ―embedded‖ in the financial 

instruments. At inception, the Company assesses whether the economic characteristics of the embedded instrument are clearly and 

closely related to the economic characteristics of the remaining component of the financial instrument (i.e., the host contract) and 

whether a separate instrument with the same terms as the embedded instrument would meet the definition of a derivative 

instrument. When it is determined that (1) the embedded instrument possesses economic characteristics that are not clearly and 

closely related to the economic characteristics of the host contract, and (2) a separate instrument with the same terms would 

qualify as a derivative instrument, the embedded instrument qualifies as an embedded derivative that is separated from the host 

contract, carried at fair value, and changes in its fair value are included in ―Realized investment gains (losses), net.‖ For certain 

financial instruments that contain an embedded derivative that otherwise would need to be bifurcated and reported at fair value, the 

Company may elect to classify the entire instrument as a trading account asset and report it within ―Other trading account assets, at 

fair value.‖ 

 

Short-Term and Long-Term Debt 

 

Liabilities for short-term and long-term debt are primarily carried at an amount equal to unpaid principal balance, net of 

unamortized discount or premium. Original-issue discount or premium and debt-issue costs are recognized as a component of 

interest expense over the period the debt is expected to be outstanding, using the interest method of amortization. Short-term debt 

is debt coming due in the next twelve months, including that portion of debt otherwise classified as long-term. The short-term debt 

caption may exclude short-term debt items the Company intends to refinance on a long-term basis in the near term. See Note 14 

for additional information regarding short-term and long-term debt. 

 

Income Taxes  
 

The Company is a member of the consolidated federal income tax return of Prudential Financial and primarily files separate 

company state and local tax returns. Pursuant to the tax allocation arrangement with Prudential Financial, total federal income tax 

expense is determined on a separate company basis. Members with losses record tax benefits to the extent such losses are 

recognized in the consolidated federal tax provision.  

 

Deferred income taxes are recognized, based on enacted rates, when assets and liabilities have different values for financial 

statement and tax reporting purposes. A valuation allowance is recorded to reduce a deferred tax asset to the amount expected to be 

realized.  

 

The Company’s liability for income taxes includes the liability for unrecognized tax benefits, interest and penalties which 

relate to tax years still subject to review by the Internal Revenue Service (―IRS‖) or other taxing jurisdictions. Audit periods 

remain open for review until the statute of limitations has passed. Generally, for tax years which produce net operating losses, 

capital losses or tax credit carryforwards (―tax attributes‖), the statute of limitations does not close, to the extent of these tax 

attributes, until the expiration of the statute of limitations for the tax year in which they are fully utilized. The completion of 

review or the expiration of the statute of limitations for a given audit period could result in an adjustment to the liability for income 

taxes. The Company classifies all interest and penalties related to tax uncertainties as income tax expense. See Note 18 for 

additional information regarding income taxes. 
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Adoption of New Accounting Pronouncements 

 

In December 2012, the Company adopted retrospectively a change in method of applying an accounting principle for the 

Company’s pension plans. The change in accounting method relates to the calculation of market related value of pension plan 

assets, used to determine net periodic pension cost. The impact of this change in accounting method on net income for the year 

ended December 31, 2012 was an increase of $96 million. In addition, this change resulted in a cumulative increase of $144 

million in retained earnings previously reported for December 31, 2009, with a corresponding decrease in AOCI. For additional 

information on the change in accounting method for the Company’s pension plans, see Note 17. 

 

Effective January 1, 2012, the Company adopted, retrospectively, new authoritative guidance to address diversity in practice 

regarding the interpretation of which costs relating to the acquisition of new or renewal insurance contracts qualify for deferral. 

Under the amended guidance, acquisition costs are to include only those costs that are directly related to the acquisition or renewal 

of insurance contracts by applying a model similar to the accounting for loan origination costs. An entity may defer incremental 

direct costs of contract acquisition with independent third parties or employees that are essential to the contract transaction, as well 

as the portion of employee compensation, including payroll fringe benefits and other costs directly related to underwriting, policy 

issuance and processing, medical inspection, and contract selling for successfully negotiated contracts. Prior period financial 

information presented in these financial statements has been adjusted to reflect the retrospective adoption of the amended 

guidance. Retained earnings previously reported for December 31, 2009 were reduced $1,105 million and AOCI was increased 

$36 million as a result of this retrospective adoption. The lower level of costs now qualifying for deferral will be only partially 

offset by a lower level of amortization of ―Deferred policy acquisition costs‖, and, as such, will initially result in lower earnings in 

future periods. This amended guidance is effective for fiscal years, and interim periods within those years, beginning after 

December 15, 2011 and permits, but does not require, retrospective application. The Company adopted this guidance effective 

January 1, 2012 and applied the retrospective method of adoption. While the adoption of this amended guidance changes the 

timing of when certain costs are reflected in the Company’s results of operations, it has no effect on the total acquisition costs to be 

recognized over time and has no impact on the Company’s cash flows.   

 

The following tables present amounts as previously reported for the periods indicated, the effect on those amounts of the 

change due to the retrospective adoption of the amended guidance related to the deferral of acquisition costs as described above, as 

well as the effect of retrospective application of a change in accounting principle for the Company’s pension plans as also 

discussed above. 

 

Consolidated Statement of Financial Position:             
    December 31, 2011 

          Effect of    

    As  Effect of  Pension  As 

    Previously  DAC  Accounting  Currently 

    Reported  Change  Change  Reported 

               
    (in millions) 

               
 Deferred policy acquisition costs .................................................................................................................................................................................................................................................   $ 8,505   $ (1,655)  $ -   $ 6,850  

 TOTAL ASSETS ........................................................................................................................................................................................................................................................................    400,669    (1,655)   -    399,014  

               

 Policyholders' account balances ...................................................................................................................................................................................................................................................    75,051    4    -    75,055  

 Income taxes ................................................................................................................................................................................................................................................................................    4,142    (578)   -    3,564  

 Total liabilities .............................................................................................................................................................................................................................................................................    378,785    (574)   -    378,211  

               

 Accumulated other comprehensive income (loss) ........................................................................................................................................................................................................................    2,693    98    (173)   2,618  

 Retained earnings .........................................................................................................................................................................................................................................................................    897    (1,179)   173    (109) 

 Total Prudential Insurance Company of America's equity ...........................................................................................................................................................................................................    21,874    (1,081)   -    20,793  

 Total equity ..................................................................................................................................................................................................................................................................................    21,884    (1,081)   -    20,803  

 TOTAL LIABILITIES AND EQUITY ....................................................................................................................................................................................................................................   $ 400,669   $ (1,655)  $ -   $ 399,014  
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Consolidated Statements of Operations:             

     Year Ended December 31, 2011 

           Effect of    

     As  Effect of  Pension  As 

     Previously  DAC  Accounting  Currently 

     Reported  Change  Change  Reported 
                
     (in millions) 

REVENUES             

Policy charges and fee income .....................................................................................................................................................................................................................................................   $ 2,574   $ 1   $ -   $ 2,575  

 Total revenues..............................................................................................................................................................................................................................................................................    25,224    1    -    25,225  

BENEFITS AND EXPENSES             

Amortization of deferred policy acquisition costs ........................................................................................................................................................................................................................    1,456    (239)   -    1,217  

General and administrative expenses ............................................................................................................................................................................................................................................    4,269    240    (37)   4,472  

 Total benefits and expenses .........................................................................................................................................................................................................................................................    24,094    1    (37)   24,058  

INCOME (LOSS) FROM CONTINUING OPERATIONS             

 BEFORE INCOME TAXES AND EQUITY IN EARNINGS             

  OF OPERATING JOINT VENTURES ...................................................................................................................................................................................................................................    1,130    -    37    1,167  

 Income tax expense ......................................................................................................................................................................................................................................................................    428    -    13    441  

INCOME (LOSS) FROM CONTINUING OPERATIONS BEFORE              

 EQUITY IN EARNINGS OF OPERATING JOINT VENTURES ........................................................................................................................................................................................    702    -    24    726  

Equity in earnings of operating joint ventures, net of tax .............................................................................................................................................................................................................    156    -    -    156  

INCOME (LOSS) FROM CONTINUING OPERATIONS ....................................................................................................................................................................................................    858    -    24    882  

NET INCOME (LOSS) ..............................................................................................................................................................................................................................................................    873    -    24    897  

NET INCOME (LOSS) ATTRIBUTABLE TO PRUDENTIAL INSURANCE 

COMPANY OF AMERICA ......................................................................................................................................................................................................................................................   $ 886   $ -   $ 24   $ 910  

                

     Year Ended December 31, 2010 

         Effect of   

     As  Effect of  Pension  As 

     Previously  DAC  Accounting  Currently 

     Reported  Change  Change  Reported 

                
     (in millions) 

REVENUES             

Policy charges and fee income .....................................................................................................................................................................................................................................................   $ 2,197   $ 2   $ -   $ 2,199  

 Total revenues..............................................................................................................................................................................................................................................................................    23,940    2    -    23,942  

BENEFITS AND EXPENSES             

Amortization of deferred policy acquisition costs ........................................................................................................................................................................................................................    475    (90)   -    385  

General and administrative expenses ............................................................................................................................................................................................................................................    3,343    207    (9)   3,541  

 Total benefits and expenses .........................................................................................................................................................................................................................................................    21,151    117    (9)   21,259  

INCOME (LOSS) FROM CONTINUING OPERATIONS             

 BEFORE INCOME TAXES AND EQUITY IN EARNINGS             

  OF OPERATING JOINT VENTURES ...................................................................................................................................................................................................................................    2,789    (115)   9    2,683  

 Income tax expense ......................................................................................................................................................................................................................................................................    827    (40)   3    790  
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INCOME (LOSS) FROM CONTINUING OPERATIONS BEFORE  

 EQUITY IN EARNINGS OF OPERATING JOINT VENTURES ........................................................................................................................................................................................    1,962    (75)   6    1,893  

Equity in earnings of operating joint ventures, net of tax .............................................................................................................................................................................................................    46    -    -    46  

INCOME (LOSS) FROM CONTINUING OPERATIONS ....................................................................................................................................................................................................    2,008    (75)   6    1,939  

NET INCOME (LOSS) ..............................................................................................................................................................................................................................................................    2,039    (75)   6    1,970  

NET INCOME (LOSS) ATTRIBUTABLE TO PRUDENTIAL INSURANCE 

COMPANY OF AMERICA ......................................................................................................................................................................................................................................................   $ 2,038   $ (75)  $ 6   $ 1,969  

 

                Consolidated Statements of Cash Flows:             

     Year Ended December 31, 2011 

            Effect of    

     As   Effect of   Pension   As 

     Previously   DAC   Accounting   Currently 

     Reported   Change   Change   Reported 

                
     (in millions) 

CASH FLOWS FROM OPERATING ACTIVITIES             

Net income ...................................................................................................................................................................................................................................................................................   $ 873   $ -   $ 24   $ 897  

Adjustments to reconcile net income to net cash provided by             

 operating activities:             

 Change in:             

  Deferred policy acquisition costs ..................................................................................................................................................................................................................................................    (392)   (36)   -    (428) 

  Other, net ......................................................................................................................................................................................................................................................................................    2,120    36    (24)   2,132  

   Cash flows from operating activities .........................................................................................................................................................................................................................................   $ 5,143   $ -   $ -   $ 5,143  

                

     Year Ended December 31, 2010 

            Effect of    

     As   Effect of   Pension   As 

     Previously   DAC   Accounting   Currently 

     Reported   Change   Change   Reported 

                
     (in millions) 

CASH FLOWS FROM OPERATING ACTIVITIES             

Net income ...................................................................................................................................................................................................................................................................................   $ 2,039   $ (75)  $ 6   $ 1,970  

Adjustments to reconcile net income to net cash provided by             

 operating activities:             

 Change in:             

  Deferred policy acquisition costs ..................................................................................................................................................................................................................................................    (1,103)   117    -    (986) 

  Other, net ......................................................................................................................................................................................................................................................................................    2,808    (42)   (6)   2,760  

   Cash flows from operating activities .........................................................................................................................................................................................................................................   $ 4,567   $ -   $ -   $ 4,567  

 

In September 2011, the Financial Accounting Standards Board (―FASB‖) issued updated guidance regarding the application 

of the goodwill impairment test. The updated guidance allows an entity to first perform a qualitative assessment to determine 

whether the existence of events or circumstances leads to a determination that it is more likely than not that the fair value of a 

reporting unit is less than its carrying amount. If, after assessing the totality of events or circumstances, an entity determines it is 

not more likely than not that the fair value of a reporting unit is less than its carrying amount, then performing the two-step 

impairment test is not necessary. However, if an entity concludes otherwise, then it must perform the first step of the two-step 

impairment test by calculating the fair value of the reporting unit and comparing the fair value with the carrying amount of the 
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reporting unit. If the carrying amount of a reporting unit exceeds its fair value, then the entity is required to perform the second 

step of the goodwill impairment test to measure the impairment loss, if any. An entity has the option to bypass the qualitative 

assessment for any reporting unit in any period and to proceed directly to performing the first step of the two-step goodwill 

impairment test. An entity may resume performing the qualitative assessment in any subsequent period. The updated guidance is 

effective for annual and interim goodwill impairment tests performed for fiscal years beginning after December 15, 2011. The 

Company’s early adoption of this guidance, as permitted, effective December 31, 2011, had no impact on the Company’s 

consolidated financial position, results of operations, and financial statement disclosures. 

 

In June 2011, the FASB issued updated guidance regarding the presentation of comprehensive income. The updated 

guidance eliminates the option to present components of other comprehensive income as part of the statement of changes in 

stockholders’ equity. Under the updated guidance, an entity has the option to present the total of comprehensive income, the 

components of net income, and the components of other comprehensive income either in a single continuous statement of 

comprehensive income or in two separate but consecutive statements. The updated guidance does not change the items that are 

reported in other comprehensive income or when an item of other comprehensive income must be reclassified to net income. The 

Company opted to present the total of comprehensive income, the components of net income, and the components of other 

comprehensive income in two separate but consecutive statements. The Consolidated Financial Statements included herein reflect 

the adoption of this updated guidance. 

 

In May 2011, the FASB issued updated guidance regarding the fair value measurements and disclosure requirements.  The 

updated guidance clarifies existing guidance related to the application of fair value measurement methods and requires expanded 

disclosures. This new guidance is effective for the first interim or annual reporting period beginning after December 15, 2011 and 

should be applied prospectively. The expanded disclosures required by this guidance are included in Note 19. Adoption of this 

guidance did not have a material effect on the Company’s consolidated financial position or results of operations. 

 

In April 2011, the FASB issued updated guidance regarding the assessment of effective control for repurchase agreements. 

This new guidance is effective for the first interim or annual reporting period beginning on or after December 15, 2011 and should 

be applied prospectively to transactions or modifications of existing transactions that occur on or after the effective date. The 

Company’s adoption of this guidance did not have a material effect on the Company’s consolidated financial position, results of 

operations, and financial statement disclosures. 

 

In April 2011, the FASB issued updated guidance clarifying which restructurings constitute troubled debt restructurings. It is 

intended to assist creditors in their evaluation of whether conditions exist that constitute a troubled debt restructuring.  This new 

guidance is effective for the first interim or annual reporting period beginning on or after June 15, 2011 and should be applied 

retrospectively to the beginning of the annual reporting period of adoption.  The Company’s adoption of this guidance in the third 

quarter of 2011 did not have a material effect on the Company’s consolidated financial position, results of operations, or financial 

statement disclosures.   

 

In December 2010, the FASB issued authoritative guidance for business combinations that modifies the first step of the 

goodwill impairment test for reporting units with zero or negative carrying amounts. For those reporting units, an entity is required 

to perform the second step of the goodwill impairment test if it is more likely than not that a goodwill impairment exists. In 

determining whether it is more likely than not that a goodwill impairment exists, an entity should consider whether there are any 

adverse qualitative factors indicating that an impairment may exist. The qualitative factors are consistent with existing 

authoritative guidance, which requires that goodwill of a reporting unit be tested for impairment between annual tests if an event 

occurs or circumstances change that would more likely than not reduce the fair value of a reporting unit below its carrying amount. 

This new guidance is effective for public entities for fiscal years, and interim periods within those years, beginning after December 

15, 2010. The Company’s adoption of this guidance effective January 1, 2011 did not have a material effect on the Company’s 

consolidated financial position, results of operations, and financial statement disclosures. 

 

In December 2010, the FASB issued authoritative guidance that specifies that if a public entity presents comparative 

financial statements, the entity should disclose revenue and earnings of the combined entity as though the business combination(s) 

that occurred during the current year had occurred as of the beginning of the comparable prior annual reporting period only. This 

guidance expands the supplemental pro forma disclosures required for business combinations to include a description of the nature 

and amount of material, nonrecurring pro forma adjustments directly attributable to the business combination(s) included in the 
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reported pro forma revenue and earnings. This new guidance is effective prospectively for business combinations for which the 

acquisition date is on or after the beginning of the first annual reporting period beginning on or after December 15, 2010. The 

Company adopted this guidance prospectively for business combinations for which the acquisition date is on or after January 1, 

2011. The disclosures included in Note 3 reflect this guidance. 

 

In July 2010, the FASB issued updated guidance that requires enhanced disclosures related to the allowance for credit losses 

and the credit quality of a company’s financing receivable portfolio. The disclosures as of the end of a reporting period are 

effective for interim and annual reporting periods ending on or after December 15, 2010. The Company adopted this guidance 

effective December 31, 2010. The disclosures about activity that occurs during a reporting period are effective for interim and 

annual reporting periods beginning after December 15, 2010. The required disclosures are included above and in Note 4. In 

January 2011, the FASB deferred the disclosures required by this guidance related to troubled debt restructurings. These 

disclosures are effective for the first interim or annual reporting period beginning on or after June 15, 2011, concurrent with the 

effective date of guidance for determining what constitutes a troubled debt restructuring. The disclosures required by this guidance 

related to troubled debt restructurings were adopted in the third quarter of 2011 and are included above and in Note 4. 

 

In April 2010, the FASB issued authoritative guidance clarifying that an insurance entity should not consider any separate 

account interests in an investment held for the benefit of policyholders to be the insurer’s interests, and should not combine those 

interests with its general account interest in the same investment when assessing the investment for consolidation, unless the 

separate account interests are held for a related party policyholder, whereby consolidation of such interests must be considered 

under applicable variable interest guidance. This guidance is effective for interim and annual reporting periods beginning after 

December 15, 2010 and retrospectively to all prior periods upon the date of adoption, with early adoption permitted. The 

Company’s adoption of this guidance effective January 1, 2011 did not have a material effect on the Company’s consolidated 

financial position, results of operations, and financial statement disclosures.  

 

Future Adoption of New Accounting Pronouncements  

 

In December 2011 and January 2013, the FASB issued updated guidance regarding the disclosure of recognized derivative 

instruments (including bifurcated embedded derivatives), repurchase agreements and securities borrowing/lending transactions that 

are offset in the statement of financial position or are subject to an enforceable master netting arrangement or similar agreement 

(irrespective of whether they are offset in the statement of financial position). This new guidance requires an entity to disclose 

information on both a gross basis and net basis about instruments and transactions within the scope of this guidance. This new 

guidance is effective for annual reporting periods beginning on or after January 1, 2013, and interim reporting periods within those 

years, and should be applied retrospectively for all comparative periods presented.  The Company is currently assessing the impact 

of the guidance on the Company’s consolidated financial position, results of operations, and financial statement disclosures. 

 

In February 2013, the FASB issued updated guidance regarding the presentation of comprehensive income. Under the 

guidance, an entity would separately present information about significant items reclassified out of accumulated other 

comprehensive income by component as well as changes in accumulated other comprehensive income balances by component in 

either the financial statements or the notes to the financial statements. The guidance does not change the items that are reported in 

other comprehensive income, does not change when an item of other comprehensive income must be reclassified to net income, 

and does not amend any existing requirements for reporting net income or other comprehensive income. The guidance is effective 

for the first interim or annual reporting period beginning after December 15, 2012 and should be applied prospectively. This 

guidance is not expected to impact the Company’s consolidated statements of financial position or cash flows. The Company is 

currently assessing the impact of this guidance on the Company’s consolidated statements of operations and equity and the notes to 

consolidated financial statements. 

 
3. ACQUISITIONS AND DISPOSITIONS 

Acquisition of The Hartford’s Individual Life Insurance Business 

 On January 2, 2013, the Company acquired The Hartford’s individual life insurance business through a reinsurance 

transaction. Under the agreement, the Company paid The Hartford cash consideration of $615 million, primarily in the form of a 

ceding commission to provide reinsurance for approximately 700,000 life insurance policies with a net retained face amount in 
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force of approximately $135 billion. This acquisition increases the Company’s scale in the U.S. individual life insurance market, 

particularly universal life products, and provides complementary distribution opportunities through expanded wirehouse and bank 

distribution channels.  

 

The assets and liabilities assumed will be included in the Company’s Consolidated Financial Statements beginning on the 

acquisition date. These amounts are not yet available but will be displayed in future disclosures. Assets assumed primarily include 

invested assets, VOBA, which represents the difference between the fair value and carrying value of the liabilities, determined as 

of the acquisition date, and goodwill, which represents the excess of the acquisition cost over the net fair value of the assets and 

liabilities assumed. Goodwill is not expected to be deductible for income tax purposes. Liabilities assumed primarily represent 

policyholders’ account balances and future policy benefits. In addition, the Company’s Consolidated Financial Statements will 

include offsetting separate account assets and liabilities. 

 

Discontinued Operations          

             
   Income (loss) from discontinued businesses, including charges upon disposition, for the years ended December 31, are as  
follows: 

             

     2012   2011   2010  

     (in millions) 

 Real estate investments sold or held for sale(1) ..................................................................................................................................................................   $  (3)  $  (1)  $  12  

 Global commodities business(2) .........................................................................................................................................................................................     -     22     30  

  Income (loss) from discontinued operations before income taxes    (3)    21     42  

   Income tax (benefit) expense ..............................................................................................................................................................................................     (1)    6     11  

  Income (loss) from discontinued operations, net of taxes ....................................................................................................................................................   $  (2)  $  15   $  31  

 _____________  

(1) Reflects the income or loss from discontinued real estate investments.  
(2) In 2011, the Company completed the sale of all the issued and outstanding shares of capital stock of the subsidiaries that conduct its global commodities 

business (the ―Global Commodities Business‖) and certain assets that are primarily used in connection with the Global Commodities Business to Jefferies 

Group, Inc. (―Jefferies‖). Subsidiaries included in the sale were Prudential Bache Commodities, LLC, Prudential Bache Securities, LLC, Bache 
Commodities Limited, and Bache Commodities (Hong Kong) Ltd. The Company received cash proceeds of $422 million. Included in the table above for 

the year ended December 31, 2011, are after-tax losses of $13 million recorded in connection with the sale of these operations, consisting of pre-tax losses 

of $12 million and income tax benefit of $1 million. 

 

The Company’s Consolidated Statements of Financial Position include total assets and total liabilities related to 

discontinued businesses of $6 million and $1 million, respectively, at December 31, 2012 and $14 million and $2 million, 

respectively, at December 31, 2011. 

 

Charges recorded in connection with the disposals of businesses include estimates that are subject to subsequent adjustment.  

 
4. INVESTMENTS 

 

Fixed Maturities and Equity Securities  

  

The following tables provide information relating to fixed maturities and equity securities (excluding investments classified 

as trading) as of the dates indicated: 
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     December 31, 2012 

               
               Other-than- 

       Gross  Gross    temporary 

     Amortized  Unrealized  Unrealized  Fair  impairments 

     Cost  Gains  Losses  Value  in AOCI (3) 

                        (in millions) 

Fixed maturities, available-for-sale   

U.S. Treasury securities and obligations of U.S.                 

 government authorities and agencies ...................................................................................................................................................................................   $ 9,184   $ 2,198   $ 30   $ 11,352   $ -  

Obligations of U.S. states and their political                

 subdivisions .........................................................................................................................................................................................................................    2,339    397    5    2,731    -  

Foreign government bonds ...................................................................................................................................................................................................    1,618    372    3    1,987    1  

Corporate securities..............................................................................................................................................................................................................    103,552    10,848    728    113,672    (1) 

Asset-backed securities(1) ...................................................................................................................................................................................................    10,838    176    670    10,344    (900) 

Commercial mortgage-backed securities .............................................................................................................................................................................    10,211    661    5    10,867    -  

Residential mortgage-backed securities(2) ..........................................................................................................................................................................    6,476    353    7    6,822    (11) 

Total fixed maturities, available-for-sale .............................................................................................................................................................................   $ 144,218   $ 15,005   $ 1,448   $ 157,775   $ (911) 

Equity securities, available-for-sale ..................................................................................................................................................................................   $ 4,035   $ 1,325   $ 14   $ 5,346     
 _____________  

(1) Includes credit-tranched securities collateralized by sub-prime mortgages, auto loans, credit cards, education loans, and other asset types. 

(2) Includes publicly-traded agency pass-through securities and collateralized mortgage obligations. 
(3) Represents the amount of other-than-temporary impairment losses in AOCI  which were not included in earnings.  Amount excludes $666 million of net 

unrealized gains on impaired securities relating to changes in the value of such securities subsequent to the impairment measurement date. 

 

     December 31, 2011(3) 

               
             Other-than- 

       Gross  Gross    temporary 

     Amortized  Unrealized  Unrealized  Fair  impairments 

     Cost  Gains  Losses  Value  in AOCI(4) 

                        (in millions) 

Fixed maturities, available-for-sale   

U.S. Treasury securities and obligations of U.S.                 

 government authorities and agencies ...................................................................................................................................................................................   $ 8,164   $ 2,162   $ -   $ 10,326   $ -  

Obligations of U.S. states and their political                

 subdivisions .........................................................................................................................................................................................................................    1,835    295    1    2,129    -  

Foreign government bonds ...................................................................................................................................................................................................    1,302    319    6    1,615    1  

Corporate securities..............................................................................................................................................................................................................    74,442    9,124    550    83,016    (19) 

Asset-backed securities(1) ...................................................................................................................................................................................................    10,912    120    1,703    9,329    (1,122) 

Commercial mortgage-backed securities .............................................................................................................................................................................    9,934    618    10    10,542    -  

Residential mortgage-backed securities(2) ..........................................................................................................................................................................    5,676    415    21    6,070    (12) 

Total fixed maturities, available-for-sale .............................................................................................................................................................................   $ 112,265   $ 13,053   $ 2,291   $ 123,027   $ (1,152) 

Equity securities, available-for-sale ..................................................................................................................................................................................   $ 4,153   $ 948   $ 184   $ 4,917     
 _____________  

(1) Includes credit-tranched securities collateralized by sub-prime mortgages, auto loans, credit cards, education loans, and other asset types. 
(2) Includes publicly-traded agency pass-through securities and collateralized mortgage obligations. 

(3) Prior period’s amounts are presented on a basis consistent with the current period presentation. 

(4) Represents the amount of other-than-temporary impairment losses in AOCI which were not included in earnings.  Amount excludes $182 million of net 
unrealized gains on impaired securities relating to changes in the value of such securities subsequent to the impairment measurement date. 
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The amortized cost and fair value of fixed maturities by contractual maturities at December 31, 2012, are as follows: 
 

 

     Available-for-Sale 

     Amortized  Fair 

     Cost  Value 

          
     (in millions) 

Due in one year or less .........................................................................................................................................................................................................   $ 6,564   $ 6,683  

Due after one year through five years ..................................................................................................................................................................................    25,620    27,396  

Due after five years through ten years .................................................................................................................................................................................    34,254    37,824  

Due after ten years ...............................................................................................................................................................................................................    50,255    57,839  

Asset-backed securities ........................................................................................................................................................................................................    10,838    10,344  

Commercial mortgage-backed securities .............................................................................................................................................................................    10,211    10,867  

Residential mortgage-backed securities ...............................................................................................................................................................................    6,476    6,822  

 Total.....................................................................................................................................................................................................................................   $ 144,218   $ 157,775  

 
 

Actual maturities may differ from contractual maturities because issuers may have the right to call or prepay obligations. 

Asset-backed, commercial mortgage-backed, and residential mortgage-backed securities are shown separately in the table above, 

as they are not due at a single maturity date. 

 

The following table depicts the sources of fixed maturity proceeds and related investment gains (losses), as well as losses on 

impairments of both fixed maturities and equity securities:   

 

     2012   2011   2010  

             
     (in millions) 

Fixed maturities, available-for-sale   

  Proceeds from sales .............................................................................................................................................................................................................   $ 11,596   $ 12,493   $ 7,807  

  Proceeds from maturities/repayments ..................................................................................................................................................................................    15,560    12,742    13,216  

  Gross investment gains from sales, prepayments, and maturities ........................................................................................................................................    419    797    580  

  Gross investment losses from sales and maturities ..............................................................................................................................................................    (118)   (102)   (51) 

   .............................................................................................................................................................................................................................................   .............................................................................................................................................................................................................................................           
Equity securities, available-for-sale          

  Proceeds from sales .............................................................................................................................................................................................................   $ 3,342   $ 2,349   $ 1,659  

  Gross investment gains from sales .......................................................................................................................................................................................    311    439    308  

  Gross investment losses from sales ......................................................................................................................................................................................    (205)   (135)   (40) 

   .............................................................................................................................................................................................................................................   .............................................................................................................................................................................................................................................           
Fixed maturity and equity security impairments          

  Net writedowns for other-than-temporary impairment losses on          

   fixed maturities recognized in earnings(1) ...........................................................................................................................................................................   $ (153)  $ (249)  $ (394) 

  Writedowns for impairments on equity securities................................................................................................................................................................    (32)   (30)   (40) 
 _____________  

(1) Excludes the portion of other-than-temporary impairments recorded in ―Other comprehensive income (loss),‖ representing any difference between the fair 

value of the impaired debt security and the net present value of its projected future cash flows at the time of impairment. 

 

As discussed in Note 2, a portion of certain other-than-temporary impairment (―OTTI‖) losses on fixed maturity securities 

are recognized in ―Other comprehensive income (loss)‖ (―OCI‖). For these securities the net amount recognized in earnings 

(―credit loss impairments‖) represents the difference between the amortized cost of the security and the net present value of its 

projected future cash flows discounted at the effective interest rate implicit in the debt security prior to impairment. Any remaining 

difference between the fair value and amortized cost is recognized in OCI. The following table sets forth the amount of pre-tax 
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credit loss impairments on fixed maturity securities held by the Company as of the dates indicated, for which a portion of the OTTI 

loss was recognized in OCI, and the corresponding changes in such amounts.  
 

Credit losses recognized in earnings on fixed maturity securities held by the Company for which a portion of 

 the OTTI loss was recognized in OCI       
    Year Ended December 31, 

    2012   2011  

         
    (in millions) 
         
Balance, beginning of period ...............................................................................................................................................................................................   $  1,193   $ 1,154  

Credit loss impairments previously recognized on securities which matured, paid down,       

 prepaid or were sold during the period ................................................................................................................................................................................     (291)    (252) 

Credit loss impairments previously recognized on securities impaired to fair value during       

  the period(1) .......................................................................................................................................................................................................................     (74)    (29) 

Credit loss impairment recognized in the current period on securities not previously impaired .........................................................................................     20     29  

Additional credit loss impairments recognized in the current period on securities       

 previously impaired .............................................................................................................................................................................................................     89     260  

Increases due to the passage of time on previously recorded credit losses ..........................................................................................................................     58     53  

Accretion of credit loss impairments previously recognized due to an increase in        

 cash flows expected to be collected .....................................................................................................................................................................................     (23)    (22) 

Balance, end of period .........................................................................................................................................................................................................   $  972   $  1,193  

 _____________  

 (1)  Represents circumstances where the Company determined in the current period that it intends to sell the security or it is more likely than not that it will be required to 

sell the security before recovery of the security’s amortized cost. 
 
Trading Account Assets Supporting Insurance Liabilities 

 

The following table sets forth the composition of ―Trading account assets supporting insurance liabilities‖ as of the dates 

indicated:  
 

    December 31, 2012  December 31, 2011(3) 
               
    Amortized  Fair   Amortized  Fair  
    Cost  Value  Cost  Value 

    (in millions) 

Short-term investments and cash equivalents ......................................................................................................................................................................   $  938   $  938   $  951   $  951  

Fixed maturities:             

 Corporate securities .............................................................................................................................................................................................................     10,968     11,998     10,195     10,939  
 Commercial mortgage-backed securities .............................................................................................................................................................................     2,096     2,229     2,157     2,247  

 Residential mortgage-backed securities(1) ..........................................................................................................................................................................     1,965     2,026     1,786     1,845  

 Asset-backed securities(2) ...................................................................................................................................................................................................     1,178     1,116     1,504     1,367  

 Foreign government bonds ..................................................................................................................................................................................................     119     126     55     58  

 U.S. government authorities and agencies and obligations of U.S.              
   states ...................................................................................................................................................................................................................................     259     307     293     330  

Total fixed maturities ...........................................................................................................................................................................................................     16,585     17,802     15,990     16,786  

Equity securities ...................................................................................................................................................................................................................     17     8     17     12  
  Total trading account assets supporting insurance liabilities ...............................................................................................................................................   $  17,540   $  18,748   $  16,958   $  17,749  
 _____________  

(1) Includes publicly-traded agency pass-through securities and collateralized mortgage obligations. 

(2) Includes credit-tranched securities collateralized by sub-prime mortgages, auto loans, credit cards, education loans and other asset types. 
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(3) Prior period’s amounts are presented on a basis consistent with the current period presentation. 

The net change in unrealized gains / (losses) from trading account assets supporting insurance liabilities still held at period 

end, recorded within ―Other income‖, was $417 million, $336 million and $372 million during the years ended December 31, 

2012, 2011 and 2010, respectively. 

Other Trading Account Assets 

 

The following table sets forth the composition of ―Other trading account assets‖ as of the dates indicated:  

 

     December 31, 2012  December 31, 2011  

     Amortized   Fair  Amortized   Fair 

     Cost  Value  Cost  Value  

                 
 (in millions)  

Fixed maturities ...................................................................................................................................................................................................................   $ 358   $ 374   $ 496   $ 499   

Equity securities ...................................................................................................................................................................................................................    198    223    207    211   

 Subtotal ................................................................................................................................................................................................................................    556    597    703    710   

Derivative instruments .........................................................................................................................................................................................................       3,243       4,345   

Total other trading account assets ........................................................................................................................................................................................   $ 556   $ 3,840   $ 703   $ 5,055   

 

The net change in unrealized gains / (losses) from other trading account assets, excluding derivative instruments, still held 

at period end, recorded within ―Other income‖, was $34 million, $(34) million and $7 million during the years ended December 

31, 2012, 2011 and 2010, respectively. 

 
 

Commercial Mortgage and Other Loans 

The Company’s commercial mortgage and other loans are comprised as follows, as of the dates indicated: 

     December 31, 2012   December 31, 2011  

     Amount  % of   Amount  % of  

     (in millions)  Total   (in millions)  Total  

                  Commercial and Agricultural mortgage loans by property type: 

Office ...................................................................................................................................................................................................................................   $  6,223    20.2  %  $  5,790    20.0  % 

Retail ....................................................................................................................................................................................................................................     7,479    24.3      6,804    23.6   

Apartments/Multi-Family ....................................................................................................................................................................................................     4,260    13.8      4,027    13.9   

Industrial ..............................................................................................................................................................................................................................     6,850    22.3      6,415    22.2   

Hospitality ............................................................................................................................................................................................................................     1,245    4.0      1,420    4.9   

Other ....................................................................................................................................................................................................................................     2,678    8.7      2,459    8.5   

 .............................................................................................................................................................................................................................................   .............................................................................................................................................................................................................................................   .............................................................................................................................................................................................................................................   .............................................................................................................................................................................................................................................                Total commercial mortgage loans ........................................................................................................................................................................................     28,735    93.3      26,915    93.1   

   .............................................................................................................................................................................................................................................                Agricultural property loans ..................................................................................................................................................................................................     2,057    6.7      1,988    6.9   

Total commercial mortgage and agricultural loans by property type ...................................................................................................................................     30,792    100.0  %    28,903    100.0  % 

Valuation allowance .............................................................................................................................................................................................................     (204)        (267)     

                  Total net commercial mortgage and agricultural loans               

by property type ...................................................................................................................................................................................................................     30,588         28,636      

                  

Other loans               

Uncollateralized loans ..........................................................................................................................................................................................................     145         145      
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Residential property loans ....................................................................................................................................................................................................     5         7      

Other collateralized loans .....................................................................................................................................................................................................    -        -      
 .............................................................................................................................................................................................................................................   .............................................................................................................................................................................................................................................   .............................................................................................................................................................................................................................................   .............................................................................................................................................................................................................................................                
Total other loans ..................................................................................................................................................................................................................     150         152      

Valuation allowance .............................................................................................................................................................................................................    -         (1)     
 .............................................................................................................................................................................................................................................   .............................................................................................................................................................................................................................................   .............................................................................................................................................................................................................................................   .............................................................................................................................................................................................................................................                
Total net other loans .............................................................................................................................................................................................................     150         151      
                  
Total commercial mortgage and other loans ........................................................................................................................................................................   $  30,738       $  28,787      

 

The commercial mortgage and agricultural property loans are geographically dispersed throughout the United States, Canada 

and Asia with the largest concentrations in California (28%), New York (11%) and Texas (8%) at December 31, 2012. 

 

Activity in the allowance for losses for all commercial mortgage and other loans, for the years ended December 31, is as 

follows: 

 

  Commercial  Agricultural  Residential  Other       
     Mortgage  Property  Property  Collateralized  Uncollateralized    

     Loans  Loans  Loans  Loans  Loans  Total 

                      
  (in millions) 

                   

Allowance for losses, beginning of year, 2010 ....................................................................................................................................................................   $ 366   $ 8   $ -   $ -   $ -   $ 374  

Addition to / (release of) allowance of                   

 losses ....................................................................................................................................................................................................................................    (104)   5    -    -    1    (98) 

Charge-offs, net of recoveries ..............................................................................................................................................................................................    (8)   -    -    -    -    (8) 

Change in foreign exchange .................................................................................................................................................................................................    -    -    -    -    -    -  

  Total Ending Balance, 2011 .................................................................................................................................................................................................   $ 254   $ 13   $ -   $ -   $ 1   $ 268  

                      

  Commercial  Agricultural  Residential  Other       
     Mortgage  Property  Property  Collateralized  Uncollateralized    

     Loans  Loans  Loans  Loans  Loans  Total 

                      
  (in millions) 

                   

Allowance for losses, beginning of year, 2011 ....................................................................................................................................................................   $ 254   $ 13   $ -   $ -   $ 1   $ 268  

Addition to / (release of) allowance of                   

 losses ....................................................................................................................................................................................................................................    (9)   -    -    -    (1)   (10) 

Charge-offs, net of recoveries ..............................................................................................................................................................................................    (54)   -    -    -    -    (54) 

Change in foreign exchange .................................................................................................................................................................................................    -    -    -    -    -    -  

  Total Ending Balance, 2012 .................................................................................................................................................................................................   $ 191   $ 13   $ -   $ -   $ -   $ 204  

 

The following tables set forth the allowance for credit losses and the recorded investment in commercial mortgage and other 

loans, for the years ended December 31: 

 

     2012  

  Commercial  Agricultural  Residential  Other       
     Mortgage  Property  Property  Collateralized  Uncollateralized    

     Loans  Loans  Loans  Loans  Loans  Total 

                      
Allowance for Credit Losses:  (in millions) 
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Ending balance: individually evaluated                   

 for impairment .....................................................................................................................................................................................................................   $ 41   $ 6   $ -   $ -   $ -   $ 47  

 

 

Ending balance: collectively evaluated                   

 for impairment .....................................................................................................................................................................................................................    150    7    -    -    -    157  

Ending balance: loans acquired with                   

 deteriorated credit quality ....................................................................................................................................................................................................    -    -    -    -    -    -  

  Total ending balance ............................................................................................................................................................................................................  $ 191   $ 13   $ -   $ -   $ -   $ 204  

                   

Recorded Investment:(1)                   

Ending balance gross of reserves:                    

 individually evaluated for impairment .................................................................................................................................................................................   $ 575   $ 40   $ -   $ -   $ -   $ 615  

Ending balance gross of reserves:                    

 collectively evaluated for impairment .................................................................................................................................................................................    28,160    2,017    5    -    145    30,327  

Ending balance gross of reserves: loans                   

 acquired with deteriorated credit                   

 quality ..................................................................................................................................................................................................................................    -    -    -    -    -    -  

  Total ending balance, gross of reserves ................................................................................................................................................................................  $ 28,735   $ 2,057   $ 5   $ -   $ 145   $ 30,942  

 _____________  

(1) Recorded investment reflects the balance sheet carrying value gross of related allowance. 

 

     2011  

  Commercial  Agricultural  Residential  Other       
     Mortgage  Property  Property  Collateralized  Uncollateralized    

     Loans  Loans  Loans  Loans  Loans  Total 

                      
Allowance for Credit Losses:  (in millions) 

Ending balance: individually evaluated                   

 for impairment .....................................................................................................................................................................................................................   $ 88   $ 6   $ -   $ -   $ -   $ 94  

Ending balance: collectively evaluated                   

 for impairment .....................................................................................................................................................................................................................    166    7    -    -    1    174  

Ending balance: loans acquired with                   

 deteriorated credit quality ....................................................................................................................................................................................................    -    -    -    -    -    -  

  Total ending balance ............................................................................................................................................................................................................  $ 254   $ 13   $ -   $ -   $ 1   $ 268  

                   

Recorded Investment:(1)                   

Ending balance gross of reserves:                    

 individually evaluated for impairment .................................................................................................................................................................................   $ 715   $ 36   $ -   $ -   $ -   $ 751  

Ending balance gross of reserves:                    

 collectively evaluated for impairment .................................................................................................................................................................................    26,200    1,952    7    -    146    28,305  

Ending balance gross of reserves: loans                   

 acquired with deteriorated credit                   

 quality ..................................................................................................................................................................................................................................    -    -    -    -    -    -  

  Total ending balance, gross of reserves ................................................................................................................................................................................  $ 26,915   $ 1,988   $ 7   $ -   $ 146   $ 29,056  

 
 _____________  

(1) Recorded investment reflects the balance sheet carrying value gross of related allowance. 
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Impaired loans include those loans for which it is probable that all amounts due will not be collected according to the 

contractual terms of the loan agreement. Impaired commercial mortgage and other loans identified in management’s specific 

review of probable loan losses and the related allowance for losses, for the years ended December 31, are as follows:   

 

     2012  

               Average    

               Recorded    

        Unpaid       Investment   Interest  

     Recorded   Principal  Related   Before    Income 

     Investment (1)  Balance  Allowance   Allowance (2)   Recognized (3) 

                   
  (in millions) 

With no related allowance recorded:                

Commercial mortgage loans ................................................................................................................................................................................................   $ 14   $ 14   $ -   $ 39   $ 3  

Agricultural property loans ..................................................................................................................................................................................................    -    -    -    -    -  

Residential property loans ....................................................................................................................................................................................................    -    -    -    -    -  

Other collateralized loans .....................................................................................................................................................................................................    -    -    -    -    -  

Uncollateralized loans ..........................................................................................................................................................................................................    -    -    -    -    -  

Total with no related allowance ...........................................................................................................................................................................................   $ 14   $ 14   $ -   $ 39   $ 3  

                 

With an allowance recorded:                

Commercial mortgage loans ................................................................................................................................................................................................   $ 104   $ 104   $ 41   $ 188   $ 5  

Agricultural property loans ..................................................................................................................................................................................................    9    9    6    7    -  

Residential property loans ....................................................................................................................................................................................................    -    -    -    -    -  

Other collateralized loans .....................................................................................................................................................................................................    -    -    -    -    -  

Uncollateralized loans ..........................................................................................................................................................................................................    -    -    -    -    -  

Total with related allowance ................................................................................................................................................................................................   $ 113   $ 113   $ 47   $ 195   $ 5  

                 

Total:                

 Commercial mortgage loans ................................................................................................................................................................................................   $ 118   $ 118   $ 41   $ 227   $ 8  

 Agricultural property loans ..................................................................................................................................................................................................    9    9    6    7    -  

 Residential property loans ...................................................................................................................................................................................................    -    -    -    -    -  

 Other collateralized loans ....................................................................................................................................................................................................    -    -    -    -    -  

 Uncollateralized loans .........................................................................................................................................................................................................    -    -    -    -    -  

Total .....................................................................................................................................................................................................................................   $ 127   $ 127   $ 47   $ 234   $ 8  

 
 _____________  

(1) Recorded investment reflects the balance sheet carrying value gross of related allowance. 

(2) Average recorded investment represents the average of the beginning-of-period and all subsequent quarterly end-of-period balances. 

(3) The interest income recognized is for the year-to-date income regardless of when the impairments occurred. 
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     2011  

               Average    

               Recorded    

        Unpaid       Investment   Interest  

     Recorded   Principal  Related   Before    Income 

     Investment (1)  Balance  Allowance   Allowance (2)   Recognized (3) 

                   
  (in millions) 

With no related allowance recorded:                

Commercial mortgage loans ................................................................................................................................................................................................   $ -   $ -   $ -   $ 22   $ -  

Agricultural property loans ..................................................................................................................................................................................................    -    -    -    1    -  

Residential property loans ....................................................................................................................................................................................................    -    -    -    -    -  

Other collateralized loans .....................................................................................................................................................................................................    -    -    -    -    -  

Uncollateralized loans ..........................................................................................................................................................................................................    -    -    -    -    -  

Total with no related allowance ...........................................................................................................................................................................................   $ -   $ -   $ -   $ 23   $ -  

                 

With an allowance recorded:                

Commercial mortgage loans ................................................................................................................................................................................................   $ 312   $ 312   $ 88   $ 383   $ 3  

Agricultural property loans ..................................................................................................................................................................................................    10    10    6    7    (1) 

Residential property loans ....................................................................................................................................................................................................    -    -    -    -    -  

Other collateralized loans .....................................................................................................................................................................................................    -    -    -    -    -  

Uncollateralized loans ..........................................................................................................................................................................................................    -    -    -    -    -  

Total with related allowance ................................................................................................................................................................................................   $ 322   $ 322   $ 94   $ 390   $ 2  

                 

Total:                

 Commercial mortgage loans ................................................................................................................................................................................................   $ 312   $ 312   $ 88   $ 405   $ 3  

 Agricultural property loans ..................................................................................................................................................................................................    10    10    6    8    (1) 

 Residential property loans ...................................................................................................................................................................................................    -    -    -    -    -  

 Other collateralized loans ....................................................................................................................................................................................................    -    -    -    -    -  

 Uncollateralized loans .........................................................................................................................................................................................................    -    -    -    -    -  

Total .....................................................................................................................................................................................................................................   $ 322   $ 322   $ 94   $ 413   $ 2  

 
 _____________  

(1) Recorded investment reflects the balance sheet carrying value gross of related allowance. 

(2) Average recorded investment represents the average of the beginning-of-period and all subsequent quarterly end-of-period balances. 

(3) The interest income recognized is for the year-to-date income regardless of when the impairments occurred. 
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The following tables set forth the credit quality indicators as of December 31, 2012, based upon the recorded investment 

gross of allowance for credit losses. 

 

Commercial mortgage loans           

     Debt Service Coverage Ratio―December 31, 2012 

     Greater than 1.2X  1.0X to <1.2X  Less than 1.0X  Total 

                Loan-to-Value Ratio  (in millions) 

0%-59.99%...........................................................................................................................................................................................................................   $ 13,869   $ 449   $ 170   $ 14,488  

60%-69.99% .........................................................................................................................................................................................................................    8,060    726    37    8,823  

70%-79.99% .........................................................................................................................................................................................................................    3,148    733    217    4,098  

Greater than 80% .................................................................................................................................................................................................................    176    651    499    1,326  

                Total commercial mortgage loans ........................................................................................................................................................................................   $ 25,253   $ 2,559   $ 923   $ 28,735  

                

Agricultural property loans          

     Debt Service Coverage Ratio―December 31, 2012 

     Greater than 1.2X  1.0X to <1.2X  Less than 1.0X  Total 

                Loan-to-Value Ratio  (in millions) 

0%-59.99%...........................................................................................................................................................................................................................   $ 1,583   $ 186   $ 44   $ 1,813  

60%-69.99% .........................................................................................................................................................................................................................    209    -    -    209  

70%-79.99% .........................................................................................................................................................................................................................    -    -    -    -  

Greater than 80% .................................................................................................................................................................................................................    -    -    35    35  

                Total agricultural property loans ..........................................................................................................................................................................................   $ 1,792   $ 186   $ 79   $ 2,057  

                

Total commercial and agricultural mortgage loans          

     Debt Service Coverage Ratio―December 31, 2012 

     Greater than 1.2X  1.0X to <1.2X  Less than 1.0X  Total 

                Loan-to-Value Ratio  (in millions) 

0%-59.99%...........................................................................................................................................................................................................................   $ 15,452   $ 635   $ 214   $ 16,301  

60%-69.99% .........................................................................................................................................................................................................................    8,269    726    37    9,032  

70%-79.99% .........................................................................................................................................................................................................................    3,148    733    217    4,098  

Greater than 80% .................................................................................................................................................................................................................    176    651    534    1,361  

 .............................................................................................................................................................................................................................................   .............................................................................................................................................................................................................................................   .............................................................................................................................................................................................................................................   ..............................................................................................................................................................................................................................................              Total commercial and agricultural mortgage loans ..............................................................................................................................................................   $ 27,045   $ 2,745   $ 1,002   $ 30,792  
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     The following tables set forth the credit quality indicators as of December 31, 2011, based upon the recorded investment gross 

of allowance for credit losses. 

 

Commercial mortgage loans           

     Debt Service Coverage Ratio―December 31, 2011 

     Greater than 1.2X  1.0X to <1.2X  Less than 1.0X  Total 

                Loan-to-Value Ratio  (in millions) 

0%-59.99%...........................................................................................................................................................................................................................   $ 11,887   $ 439   $ 221   $ 12,547  

60%-69.99% .........................................................................................................................................................................................................................    6,976    640    244    7,860  

70%-79.99% .........................................................................................................................................................................................................................    3,271    1,202    214    4,687  

Greater than 80% .................................................................................................................................................................................................................    566    241    1,014    1,821  

                Total commercial mortgage loans ........................................................................................................................................................................................   $ 22,700   $ 2,522   $ 1,693   $ 26,915  

                

Agricultural property loans          

     Debt Service Coverage Ratio―December 31, 2011 

     Greater than 1.2X  1.0X to <1.2X  Less than 1.0X  Total 

                Loan-to-Value Ratio  (in millions) 

0%-59.99%...........................................................................................................................................................................................................................   $ 1,464   $ 153   $ 3   $ 1,620  

60%-69.99% .........................................................................................................................................................................................................................    338    -    -    338  

70%-79.99% .........................................................................................................................................................................................................................    -    -    -    -  

Greater than 80% .................................................................................................................................................................................................................    -    -    30    30  

                Total agricultural property loans ..........................................................................................................................................................................................   $ 1,802   $ 153   $ 33   $ 1,988  

                

Total commercial and agricultural mortgage loans          

     Debt Service Coverage Ratio―December 31, 2011 

     Greater than 1.2X  1.0X to <1.2X  Less than 1.0X  Total 

                Loan-to-Value Ratio  (in millions) 

0%-59.99%...........................................................................................................................................................................................................................   $ 13,351   $ 592   $ 224   $ 14,167  

60%-69.99% .........................................................................................................................................................................................................................    7,314    640    244    8,198  

70%-79.99% .........................................................................................................................................................................................................................    3,271    1,202    214    4,687  

Greater than 80% .................................................................................................................................................................................................................    566    241    1,044    1,851  

 .............................................................................................................................................................................................................................................   .............................................................................................................................................................................................................................................   .............................................................................................................................................................................................................................................   ..............................................................................................................................................................................................................................................              Total commercial and agricultural mortgage loans ..............................................................................................................................................................   $ 24,502   $ 2,675   $ 1,726   $ 28,903  
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The following tables provide an aging of past due commercial mortgage and other loans, based upon the recorded 

investment gross of allowance for credit losses, as well as the amount of commercial mortgage loans on nonaccrual status, as of 

the dates indicated. 

      As of  December 31, 2012 

                        Total   

            Greater   Greater     Commercial    
            Than 90  Than 90    Mortgage  Non 
        30-59 Days   60-89 Days  Days -  Days - Not  Total Past  and other  Accrual 
      Current  Past Due  Past Due  Accruing  Accruing  Due  Loans  Status 
                               (in millions) 

Commercial mortgage loans ................................................................................................................................................................................................   $ 28,595   $ 43   $ 72   $ -   $ 25   $ 140   $ 28,735   $ 110  

Agricultural property loans ..................................................................................................................................................................................................    2,022    -    -    -    35    35    2,057    40  
Residential property loans ....................................................................................................................................................................................................    1    3    -    -    1    4    5    1  
Other collateralized loans .....................................................................................................................................................................................................    -    -    -    -    -    -    -    -  
Uncollateralized loans ..........................................................................................................................................................................................................    145    -    -    -    -    -    145    -  
Total .....................................................................................................................................................................................................................................   $ 30,763   $ 46   $ 72   $ -   $ 61   $ 179   $ 30,942   $ 151  

                             

                             
      As of  December 31, 2011 

                        Total   

            Greater   Greater     Commercial    
            Than 90  Than 90    Mortgage  Non 
        30-59 Days   60-89 Days  Days -  Days - Not  Total Past  and other  Accrual 
      Current  Past Due  Past Due  Accruing  Accruing  Due  Loans  Status 
                               (in millions) 

Commercial mortgage loans ................................................................................................................................................................................................   $ 26,791   $ 18   $ 12   $ -   $ 94   $ 124   $ 26,915   $ 379  

Agricultural property loans ..................................................................................................................................................................................................    1,956    -    1    1   $ 30    32    1,988    35  
Residential property loans ....................................................................................................................................................................................................    1    5    -    -    1    6    7    1  
Other collateralized loans .....................................................................................................................................................................................................    -    -    -    -    -    -    -    -  
Uncollateralized loans ..........................................................................................................................................................................................................    145    -    -    -    -    -    145    -  
Total .....................................................................................................................................................................................................................................   $ 28,893   $ 23   $ 13   $ 1   $ 125   $ 162   $ 29,055   $ 415  

 
For the year ended December 31, 2012, there were no commercial mortgage and other loans acquired, other than those 

through direct origination. Additionally, there were no commercial mortgage and other loans sold, other than those classified as 

held-for-sale. For the year ended December 31, 2011, there were no commercial mortgage and other loans acquired, other than 

those through direct origination. Additionally, there were $2 million of commercial mortgage and other loans sold, other than those 

classified as held-for-sale.   

 
The commercial mortgage and other loans involved in a trouble debt restructuring pre-modification outstanding recorded 

investment have been adjusted for any partial payoffs, and exclude troubled debt restructurings where the Company has received 

assets, other than loans, in full satisfaction of the loan.  See Note 2 for additional information relating to the accounting for 

troubled debt restructurings. 

 

For the years ended December 31, 2012 and 2011, there was an adjusted pre-modification outstanding recorded 

investment of $15 million and $247 million, respectively, and post-modification outstanding recorded investment of $13 million 

and $210 million, respectively, related to commercial mortgage loans. The amount of payment defaults during the period on 



 

THE PRUDENTIAL INSURANCE COMPANY OF AMERICA 

Notes to Consolidated Financial Statements 

B-37 

 

commercial mortgage and other loans that were modified as a troubled debt restructuring within the last 12 months was less than 

$1 million as of December 31, 2012.   

 
As of December 31, 2012, the Company committed to fund $6 million to borrowers that have been involved in a troubled 

debt restructuring. 

Other Long-Term Investments 

 ―Other long-term investments‖ are comprised as follows at December 31:  

     2012   2011  

          
     (in millions) 

Joint ventures and limited partnerships:       

  Real estate related ................................................................................................................................................................................................................   $ 620   $ 481  

  Non-real estate related .........................................................................................................................................................................................................    5,114    2,567  

 Total joint ventures and limited partnerships .......................................................................................................................................................................    5,734    3,048  

Real estate held through direct ownership ...........................................................................................................................................................................    207    31  

Other  ...................................................................................................................................................................................................................................    781    745  

  Total other long-term investments .......................................................................................................................................................................................   $ 6,722   $ 3,824  

 

Equity Method Investments 

 The following tables set forth summarized combined financial information for significant joint ventures and limited 

partnership interests accounted for under the equity method, including the Company’s investments in operating joint ventures that 

are disclosed in more detail in Note 7. Changes between periods in the tables below reflect changes in the activities within the joint 

ventures and limited partnerships, as well as changes in the Company’s level of investment in such entities.  

  At December 31, 

  2012   2011  

       
  (in millions) 
       STATEMENT OF FINANCIAL POSITION       
Investments in real estate .....................................................................................................................................................................................................   $  6,346   $  4,365  

Investments in securities ......................................................................................................................................................................................................     24,298     13,139  

Cash and cash equivalents ....................................................................................................................................................................................................     1,118     521  

Receivables ..........................................................................................................................................................................................................................     2,800     292  

Property and equipment .......................................................................................................................................................................................................     70     -  

Other assets(1) .....................................................................................................................................................................................................................     862     687  

       
Total assets ..........................................................................................................................................................................................................................   $ 35,494   $ 19,004  

       
Borrowed funds-third party ..................................................................................................................................................................................................   $  1,984   $  1,830  

Borrowed funds-Prudential ..................................................................................................................................................................................................     50     -  

Payables ...............................................................................................................................................................................................................................     586     271  

Other liabilities(2) ................................................................................................................................................................................................................     4,575     1,486  

       
Total liabilities ....................................................................................................................................................................................................................    7,195    3,587  

Partners' capital .................................................................................................................................................................................................................    28,299    15,417  

       
Total liabilities and partners' capital  ..............................................................................................................................................................................   $ 35,494   $ 19,004  



 

THE PRUDENTIAL INSURANCE COMPANY OF AMERICA 

Notes to Consolidated Financial Statements 

B-38 

 

       
Total liabilities and partners' capital included above ...........................................................................................................................................................   $  2,734   $  2,122  

Equity in limited partnership interests not included above ..................................................................................................................................................     320     189  

Carrying value ....................................................................................................................................................................................................................   $ 3,054   $ 2,311  

 _____________  

(1) Other assets consist of goodwill, intangible assets and other miscellaneous assets. 

(2) Other liabilities consist of securities repurchase agreements and other miscellaneous liabilities. 

 

  Years ended December 31, 

  2012   2011   2010  

          
  (in millions) 

STATEMENTS OF OPERATIONS          

Income from real estate investments ....................................................................................................................................................................................   $  1,180   $ 805   $ 353  

Income from securities investments .....................................................................................................................................................................................     2,567    1,228    1,104  

Income from other ................................................................................................................................................................................................................     92    13    21  

Interest expense  ...................................................................................................................................................................................................................     (123)   (87)   (108) 

Depreciation .........................................................................................................................................................................................................................     (4)   -    (4) 

Management fees/salary expense .........................................................................................................................................................................................     (411)   (109)   (95) 

Other expenses .....................................................................................................................................................................................................................     (406)   (136)   (533) 

Net earnings (losses) ...........................................................................................................................................................................................................   $ 2,895   $ 1,714   $ 738  

 .............................................................................................................................................................................................................................................           
Equity in net earnings (losses) included above ....................................................................................................................................................................   $ 172   $ 335   $ 89  

Equity in net earnings (losses) of limited partnership interests not included above .............................................................................................................    39    30    73  

Total equity in net earnings (losses)..................................................................................................................................................................................   $ 211   $ 365   $ 162  

 

Net Investment Income  

  

Net investment income for the years ended December 31, was from the following sources:  

 

   2012   2011   2010  

    (in millions) 

Fixed maturities, available-for-sale ......................................................................................................................................................................................   $ 5,932   $ 5,918   $ 5,945  

Fixed maturities, held-to-maturity .......................................................................................................................................................................................    27    9    -  

Equity securities, available-for-sale .....................................................................................................................................................................................    225    204    215  

Trading account assets .........................................................................................................................................................................................................    769    774    741  

Commercial mortgage and other loans .................................................................................................................................................................................    1,770    1,670    1,644  

Policy loans ..........................................................................................................................................................................................................................    453    466    469  

Short-term investments and cash equivalents ......................................................................................................................................................................    21    14    18  

Other long-term investments ................................................................................................................................................................................................    153    94    19  

 Gross investment income .....................................................................................................................................................................................................    9,350    9,149    9,051  

Less investment expenses ....................................................................................................................................................................................................    (459)   (387)   (371) 

 Net investment income.........................................................................................................................................................................................................   $ 8,891   $ 8,762   $ 8,680  

 
 

Carrying value for non-income producing assets included in fixed maturities totaled $160 million as of December 31, 2012. 

Non-income producing assets represent investments that have not produced income for the twelve months preceding December 31, 

2012. 
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Realized Investment Gains (Losses), Net  

Realized investment gains (losses), net, for years ended December 31, were from the following sources:  

 

     2012   2011   2010  

                  (in millions) 

Fixed maturities ...................................................................................................................................................................................................................   $  148   $  447   $  135  

Equity securities ...................................................................................................................................................................................................................     73     275     228  

Commercial mortgage and other loans .................................................................................................................................................................................     14     94     78  

Investment real estate ...........................................................................................................................................................................................................     2     -     -  

Joint ventures and limited partnerships ................................................................................................................................................................................     4     (10)    (31) 

Derivatives(1) ......................................................................................................................................................................................................................     (165)    549     848  

Other ....................................................................................................................................................................................................................................     1     10     5  

 Realized investment gains (losses), net ...............................................................................................................................................................................   $  77   $  1,365   $  1,263  

 _____________  

(1) Includes the offset of hedged items in qualifying effective hedge relationships prior to maturity or termination. 

 

 

Net Unrealized Investment Gains (Losses)  

 

Net unrealized investment gains and losses on securities classified as ―available for sale‖ and certain other long-term 

investments and other assets are included in the Consolidated Statements of Financial Position as a component of ―Accumulated  

other comprehensive income (loss),‖ or ―AOCI.‖ Changes in these amounts include reclassification adjustments to exclude from 

―Other comprehensive income (loss)‖ those items that are included as part of ―Net income‖ for a period that had been part of 

―Other comprehensive income (loss)‖ in earlier periods. The amounts for the periods indicated below, split between amounts 

related to fixed maturity securities on which an OTTI loss has been recognized, and all other net unrealized investment gains and 

losses, are as follows: 

  

Net Unrealized Investment Gains and Losses on Fixed Maturity Securities on which an OTTI loss has been recognized 

 

                      

        Deferred             

        Policy             

        Acquisition           Accumulated 

       Costs,        Other 

       Deferred        Comprehensive 

     Net  Sales        Income (Loss) 

     Unrealized  Inducements,      Deferred  Related To Net 

     Gains (Losses)  and Value  Future    Income Tax  Unrealized 

     on   of Business  Policy   Policyholders'  (Liability)  Investment 

     Investments  Acquired  Benefits  Dividends  Benefit  Gains (Losses) 

                      
  (in millions) 

Balance, December 31, 2009 .........................................................................................................................................................................................................................   $ (1,152)  $ 165   $ 2   $ -   $ 338   $ (647) 

Cumulative effect of adoption of                   

 .......................................................................................................................................................................................................................................................................  accounting principle ......................................................................................................................................................................................................................................       (51)         18    (33) 

Net investment gains (losses) on                   

 investments arising during the                    

  period ............................................................................................................................................................................................................................................................    3             (1)   2  

Reclassification adjustment for (gains)                    
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 losses included in net income ........................................................................................................................................................................................................................    393             (138)   255  

Reclassification adjustment for OTTI                   

 losses excluded from net income(1) ..............................................................................................................................................................................................................    (51)            18    (33) 

Impact of net unrealized investment                   

 (gains) losses on deferred policy                   

 acquisition costs, deferred sales                   

 inducements and value of                    

 business acquired ...........................................................................................................................................................................................................................................       (111)         39    (72) 

Impact of net unrealized investment                   

 (gains) losses on future policy                   

  benefits .........................................................................................................................................................................................................................................................          (7)      2    (5) 

Impact of net unrealized investment                   

 (gains) losses on policyholders'                   

 dividends .......................................................................................................................................................................................................................................................             334    (117)   217  

Balance, December 31, 2010 .........................................................................................................................................................................................................................   $ (807)  $ 3   $ (5)  $ 334   $ 159   $ (316) 

Net investment gains (losses) on                   

 investments arising during the                    

  period ............................................................................................................................................................................................................................................................    (376)            132    (244) 

Reclassification adjustment for (gains)                    

 losses included in net income ........................................................................................................................................................................................................................    265             (93)   172  

Reclassification adjustment for OTTI                   

 losses excluded from net income(1) ..............................................................................................................................................................................................................    (52)            18    (34) 

Impact of net unrealized investment                   

 (gains) losses on deferred policy                   

 acquisition costs, deferred sales                   

 inducements and value of                    

 business acquired ...........................................................................................................................................................................................................................................       1          -    1  

Impact of net unrealized investment                   

 (gains) losses on future policy                   

  benefits .........................................................................................................................................................................................................................................................          18       (6)   12  

Impact of net unrealized investment                   

 (gains) losses on policyholders'                   

 dividends .......................................................................................................................................................................................................................................................             132    (46)   86  

Balance, December 31, 2011 .........................................................................................................................................................................................................................   $ (970)  $ 4   $ 13   $ 466   $ 164   $ (323) 

Net investment gains (losses) on                   

 investments arising during the                    

  period ............................................................................................................................................................................................................................................................    504             (176)   328  

Reclassification adjustment for (gains)                    

 losses included in net income ........................................................................................................................................................................................................................    310             (109)   201  

Reclassification adjustment for OTTI                   

 losses excluded from net income(1) ..............................................................................................................................................................................................................    (89)            31    (58) 

Impact of net unrealized investment                   

 (gains) losses on deferred policy                   

 acquisition costs, deferred sales                   

 inducements and value of                    
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 business acquired ...........................................................................................................................................................................................................................................       (5)         2    (3) 

Impact of net unrealized investment                   

 (gains) losses on future policy                   

  benefits .........................................................................................................................................................................................................................................................          (10)      4    (6) 

Impact of net unrealized investment                   

 (gains) losses on policyholders'                   

 dividends .......................................................................................................................................................................................................................................................             (327)   114    (213) 

Balance, December 31, 2012 .........................................................................................................................................................................................................................   $ (245)  $ (1)  $ 3   $ 139   $ 30   $ (74) 
 _____________  

(1) Represents ―transfers in‖ related to the portion of OTTI losses recognized during the period that were not recognized in earnings for securities with no prior 

OTTI loss. 

 

All Other Net Unrealized Investment Gains and Losses in AOCI 

 

        Deferred             

        Policy             

        Acquisition           Accumulated 

       Costs,        Other 

       Deferred        Comprehensive 

     Net  Sales        Income (Loss) 

     Unrealized  Inducements,      Deferred  Related To Net 

     Gains (Losses)  and Valuation  Future    Income Tax  Unrealized 

     on   of Business  Policy   Policyholders'  (Liability)  Investment 

     Investments(1)  Acquired  Benefits  Dividends  Benefit  Gains (Losses) 

                      
  (in millions) 

Balance, December 31, 2009 .........................................................................................................................................................................................................................   $ 3,200   $ (441)  $ (524)  $ -   $ (652)  $ 1,583  

Cumulative effect of adoption of                   

 .......................................................................................................................................................................................................................................................................  accounting principle ......................................................................................................................................................................................................................................       104          (36)   68  

Net investment gains (losses) on                   

 investments arising during the                    

  period ............................................................................................................................................................................................................................................................    5,155             (1,776)   3,379  

Reclassification adjustment for (gains)                    

 losses included in net income ........................................................................................................................................................................................................................    (816)            285    (531) 

Reclassification adjustment for OTTI                   

 losses excluded from net income(2) ..............................................................................................................................................................................................................    51             (18)   33  

Impact of net unrealized investment                   

 (gains) losses on deferred policy                   

 acquisition costs, deferred sales                   

 inducements and valuation of                    

 business acquired ...........................................................................................................................................................................................................................................       (10)         4    (6) 

Impact of net unrealized investment                   

 (gains) losses on future policy                   

  benefits .........................................................................................................................................................................................................................................................          (411)      144    (267) 

Impact of net unrealized investment                   

 (gains) losses on policyholders'                   

 dividends .......................................................................................................................................................................................................................................................             (2,450)   858    (1,592) 

Balance, December 31, 2010 .........................................................................................................................................................................................................................   $ 7,590   $ (347)  $ (935)  $ (2,450)  $ (1,191)  $ 2,667  

Net investment gains (losses) on                   
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 investments arising during the                    

  period ............................................................................................................................................................................................................................................................    6,256             (2,202)   4,054  

Reclassification adjustment for (gains)                    

 losses included in net income ........................................................................................................................................................................................................................    (1,204)            421    (783) 

Reclassification adjustment for OTTI                   

 losses excluded from net income(2) ..............................................................................................................................................................................................................    52             (18)   34  

Impact of net unrealized investment                   

 (gains) losses on deferred policy                   

 acquisition costs, deferred sales                   

 inducements and valuation of                    

 business acquired ...........................................................................................................................................................................................................................................       (207)         72    (135) 

Impact of net unrealized investment                   

 (gains) losses on future policy                   

  benefits .........................................................................................................................................................................................................................................................          (401)      140    (261) 

Impact of net unrealized investment                   

 (gains) losses on policyholders'                   

 dividends .......................................................................................................................................................................................................................................................             (1,863)   652    (1,211) 

Balance, December 31, 2011 .........................................................................................................................................................................................................................   $ 12,694   $ (554)  $ (1,336)  $ (4,313)  $ (2,126)  $ 4,365  

Net investment gains (losses) on                   

 investments arising during the                    

  period ............................................................................................................................................................................................................................................................    2,926             (984)   1,942  

Reclassification adjustment for (gains)                    

 losses included in net income ........................................................................................................................................................................................................................    (592)            207    (385) 

Reclassification adjustment for OTTI                   

 losses excluded from net income(2) ..............................................................................................................................................................................................................    89             (31)   58  

Impact of net unrealized investment                   

 (gains) losses on deferred policy                   

 acquisition costs, deferred sales                   

 inducements and valuation of                    

 business acquired ...........................................................................................................................................................................................................................................       (87)         30    (57) 

Impact of net unrealized investment                   

 (gains) losses on future policy                   

  benefits .........................................................................................................................................................................................................................................................          117       (41)   76  

Impact of net unrealized investment                   

 (gains) losses on policyholders'                   

 dividends .......................................................................................................................................................................................................................................................             (1,304)   456    (848) 

Balance, December 31, 2012 .........................................................................................................................................................................................................................   $ 15,117   $ (641)  $ (1,219)  $ (5,617)  $ (2,489)  $ 5,151  
 _____________  

(1) Includes cash flow hedges. See Note 21 for information on cash flow hedges. 

(2) Represents ―transfers out‖ related to the portion of OTTI losses recognized during the period that were not recognized in earnings for securities with no prior 

OTTI loss. 
 

The table below presents net unrealized gains (losses) on investments by asset class at December 31: 

 

     2012   2011   2010  

             
  (in millions) 

Fixed maturity securities on which an OTTI loss has been recognized ...............................................................................................................................   $  (244)  $  (970)  $  (807) 

Fixed maturity securities, available-for-sale - all other ........................................................................................................................................................     13,801     11,732     6,052  

Equity securities, available-for-sale .....................................................................................................................................................................................     1,311     764     1,189  
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Derivatives designated as cash flow hedges (1) ...................................................................................................................................................................     (168)    2     (174) 

Other investments (2) ...........................................................................................................................................................................................................     172     196     523  

Net unrealized gains (losses) on investments .......................................................................................................................................................................   $  14,872   $  11,724   $  6,783  
 _____________  

(1) See Note 21 for more information on cash flow hedges. 

(2) Includes net unrealized gains on certain joint ventures that are strategic in nature and are included in ―Other Assets.‖ 

 
Duration of Gross Unrealized Loss Positions for Fixed Maturities and Equity Securities 

 

The following table shows the fair value and gross unrealized losses aggregated by investment category and length of time 

that individual fixed maturity securities and equity securities have been in a continuous unrealized loss position, at December 31: 

 

    2012  

    Less than twelve months  Twelve months or more  Total 

    Fair Value  

Gross 

Unrealized 

Losses  Fair Value  

Gross 

Unrealized 

Losses  Fair Value  

Gross 

Unrealized 

Losses 

  (in millions) 

Fixed maturities   

U.S. Treasury securities and obligations of                   

 U.S. government authorities and agencies ...........................................................................................................................................................................   $ 2,097   $ 30   $ -   $ -   $ 2,097   $ 30  

Obligations of U.S. states and their political                   

 subdivisions .........................................................................................................................................................................................................................    325    4    5    1    330    5  

Foreign government bonds ...................................................................................................................................................................................................    250    2    7    1    257    3  

Corporate securities..............................................................................................................................................................................................................    24,103    564    2,177    164    26,280    728  

Commercial mortgage-backed securities .............................................................................................................................................................................    513    4    56    1    569    5  

Asset-backed securities ........................................................................................................................................................................................................    886    11    3,376    659    4,262    670  

Residential mortgage-backed securities ...............................................................................................................................................................................    738    4    132    3    870    7  

  Total .....................................................................................................................................................................................................................................  $ 28,912   $ 619   $ 5,753   $ 829   $ 34,665   $ 1,448  

Equity securities, available-for-sale ..................................................................................................................................................................................   $ 349   $ 14   $ -   $ -   $ 349   $ 14  

 

    2011  

    Less than twelve months  Twelve months or more  Total 

                     

    Fair Value  

Gross 

Unrealized 

Losses  Fair Value  

Gross 

Unrealized 

Losses  Fair Value  

Gross 

Unrealized 

Losses 

  (in millions) 

Fixed maturities   

U.S. Treasury securities and obligations of                   

 U.S. government authorities and agencies ...........................................................................................................................................................................   $ 495   $ -   $ -   $ -   $ 495   $ -  

Obligations of U.S. states and their political                   

 subdivisions .........................................................................................................................................................................................................................    5    -    5    1    10    1  

Foreign government bonds ...................................................................................................................................................................................................    42    2    22    4    64    6  

Corporate securities..............................................................................................................................................................................................................    5,786    249    2,524    301    8,310    550  

Commercial mortgage-backed securities .............................................................................................................................................................................    194    3    176    7    370    10  

Asset-backed securities ........................................................................................................................................................................................................    2,482    33    3,839    1,670    6,321    1,703  

Residential mortgage-backed securities ...............................................................................................................................................................................    97    8    218    13    315    21  

  Total .....................................................................................................................................................................................................................................  $ 9,101   $ 295   $ 6,784   $ 1,996   $ 15,885   $ 2,291  
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Equity securities, available-for-sale ..................................................................................................................................................................................   $ 1,082   $ 184   $ -   $ -   $ 1,082   $ 184  

 
 

The gross unrealized losses at December 31, 2012 and 2011, are composed of $1,015 million and $1,117 million related to 

high or highest quality securities based on NAIC or equivalent rating and $433 million and $1,174 million related to other than 

high or highest quality securities based on NAIC or equivalent rating. At December 31, 2012, the $829 million of gross unrealized 

losses of twelve months or more were concentrated in asset-backed securities and in the utility, finance and consumer non-cyclical 

sectors of the Company’s corporate securities. At December 31, 2011, the $1,996 million of gross unrealized losses of twelve 

months or more were concentrated in asset-backed securities. In accordance with its policy described in Note 2, the Company 

concluded that an adjustment to earnings for other-than-temporary impairments for these securities was not warranted at December 

31, 2012 and 2011. These conclusions are based on a detailed analysis of the underlying credit and cash flows on each security. 

The gross unrealized losses are primarily attributable to credit spread widening and increased liquidity discounts. At December 31, 

2012, the Company does not intend to sell the securities and it is not more likely than not that the Company will be required to sell 

the securities before the anticipated recovery of its remaining amortized cost basis. 

 

At December 31, 2012, $2 million of the gross unrealized losses represented declines of greater than 20%, $1 million of 

which had been in that position for less than six months. At December 31, 2011, $113 million of the gross unrealized losses 

represented declines of greater than 20%, $108 million of which had been in that position for less than six months. In accordance 

with its policy described in Note 2, the Company concluded that an adjustment for other-than-temporary impairments for these 

equity securities was not warranted at December 31, 2012 and 2011. 

 

Securities Pledged, Restricted Assets and Special Deposits 

 

The Company pledges as collateral investment securities it owns to unaffiliated parties through certain transactions, 

including securities lending, securities sold under agreements to repurchase, collateralized borrowings and postings of collateral 

with derivative counterparties. At December 31, the carrying value of investments pledged to third parties as reported in the 

Consolidated Statements of Financial Position included the following:  

 

    2012   2011  

             (in millions) 

Fixed maturities(1) ...............................................................................................................................................................................................................   $ 11,648   $ 10,740  

Trading account assets supporting insurance liabilities .......................................................................................................................................................    542    738  

Other trading account assets.................................................................................................................................................................................................    38    15  

Separate account assets ........................................................................................................................................................................................................    3,435    4,073  

Equity securities ...................................................................................................................................................................................................................    70    103  

Total securities pledged .......................................................................................................................................................................................................   $ 15,733   $ 15,669  
 _____________  

(1) Includes $4 million of fixed maturity securities classified as short-term investments at December 31, 2011 respectively. 

 

As of December 31, 2012, the carrying amount of the associated liabilities supported by the pledged collateral was $15,444 

million. Of this amount, $5,680 million was ―Securities sold under agreements to repurchase,‖ $3,535 million was ―Separate 

account liabilities,‖ $3,902 million was ―Cash collateral for loaned securities,‖ $280 million was ―Long-term debt,‖ $100 million 

was ―Short-term debt,‖ and $1,947 million was ―Policyholders’ account balances‖. As of December 31, 2011, the carrying amount 

of the associated liabilities supported by the pledged collateral was $15,462 million. Of this amount, $6,031 million was 

―Securities sold under agreements to repurchase,‖ $4,160 million was ―Separate account liabilities,‖ $2,847 million was ―Cash 

collateral for loaned securities,‖ $725 million was ―Long-term debt,‖ $199 million was ―Short-term debt,‖ and $1,500 million was 

―Policyholders’ account balances‖. 

 

In the normal course of its business activities, the Company accepts collateral that can be sold or repledged. The primary 

sources of this collateral are securities in customer accounts and securities purchased under agreements to resell. The fair value of 



 

THE PRUDENTIAL INSURANCE COMPANY OF AMERICA 

Notes to Consolidated Financial Statements 

B-45 

 

this collateral was approximately $2,860 million and $2,077 million at December 31, 2012 and 2011, respectively, all of which, for 

both periods, had either been sold or repledged.  

 
Assets of $49 million and $21 million at December 31, 2012 and 2011, respectively, were on deposit with governmental 

authorities or trustees. Additionally, assets carried at $594 million and $596 million at December 31, 2012 and 2011, respectively, 

were held in voluntary trusts established primarily to fund guaranteed dividends to certain policyholders and to fund certain 

employee benefits. Securities restricted as to sale amounted to $176 million and $184 million at December 31, 2012 and 2011, 

respectively. These amounts include member and activity based stock associated with memberships in the Federal Home Loan 

Bank of New York and Boston.  Restricted cash and securities of $39 million and $34 million at December 31, 2012 and 2011, 

respectively, were included in ―Other assets.‖ 

 
5. VARIABLE INTEREST ENTITIES  

 

In the normal course of its activities, the Company enters into relationships with various special purpose entities and other 

entities that are deemed to be variable interest entities (―VIEs‖). A VIE is an entity that either (1) has equity investors that lack 

certain essential characteristics of a controlling financial interest (including the ability to control activities of the entity, the 

obligation to absorb the entity’s expected losses and the right to receive the entity’s expected residual returns) or (2) lacks 

sufficient equity to finance its own activities without financial support provided by other entities, which in turn would be expected 

to absorb at least some of the expected losses of the VIE.    

 

If the Company determines that it is the VIE’s ―primary beneficiary‖ it consolidates the VIE. There are currently two models 

for determining whether or not the Company is the ―primary beneficiary‖ of a VIE.  The first relates to those VIEs that have the 

characteristics of an investment company and for which certain other conditions are true.  These conditions are that (1) the 

Company does not have the implicit or explicit obligation to fund losses of the VIE and (2) the VIE is not a securitization entity, 

asset-backed financing entity or an entity that was formerly considered a qualified special-purpose entity.  In this model the 

Company is the primary beneficiary if it stands to absorb a majority of the VIE’s expected losses or to receive a majority of the 

VIE’s expected residual returns and would be required to consolidate the VIE.  

 

For all other VIEs, the Company is the primary beneficiary if the Company has (1) the power to direct the activities of the 

VIE that most significantly impact the economic performance of the entity and (2) the obligation to absorb losses of the entity that 

could be potentially significant to the VIE or the right to receive benefits from the entity that could be potentially significant.  If 

both conditions are present the Company would be required to consolidate the VIE.   

 

Consolidated Variable Interest Entities  

 

The Company is the primary beneficiary of certain VIEs in which the Company has invested, as part of its investment 

activities, but over which the Company does not exercise control. The Company’s position in the capital structure and/or relative 

size indicates that the Company is the primary beneficiary. The Company is not required to provide, and has not provided material 

financial or other support to these VIEs. The table below reflects the carrying amount and balance sheet caption in which the assets 

and liabilities of these consolidated VIEs are reported. The creditors of each consolidated VIE have recourse only to the assets of 

that VIE.  

 

   December 31, 

   2012   2011  

   (in millions) 

Trading account assets supporting insurance liabilities .......................................................................................................................................................     8     8  

Other long-term investments ................................................................................................................................................................................................     18     14  

 Total assets of consolidated VIEs ........................................................................................................................................................................................   $ 26   $ 22  

  .............................................................................................................................................................................................................................................        
Other liabilities .....................................................................................................................................................................................................................   $ 1   $ -  

        
 Total liabilities of consolidated VIEs ..................................................................................................................................................................................   $ 1   $ -  
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In addition, not reflected in the table above, the Company has created a trust that is a VIE, to facilitate Prudential Insurance’s 

Funding Agreement Notes Issuance Program (―FANIP‖). The trust issues medium-term notes secured by funding agreements 

issued to the trust by Prudential Insurance with the proceeds of such notes. The trust is the beneficiary of an indemnity agreement 

with the Company that provides that the Company is responsible for costs related to the notes issued with limited exception. As a 

result, the Company has determined that it is the primary beneficiary of the trust, which is therefore consolidated.  

 

The funding agreements represent an intercompany transaction that is eliminated upon consolidation. However, in 

recognition of the security interest in such funding agreements, the trust’s medium-term note liability of $1,780 million and $3,197 

million at December 31, 2012 and 2011, respectively, is classified within ―Policyholders’ account balances.‖ Creditors of the trust 

have recourse to Prudential Insurance if the trust fails to make contractual payments on the medium-term notes. The Company has 

not provided material financial or other support that was not contractually required to the trust.  

 

Unconsolidated Variable Interest Entities  

 

The Company has determined that it is not the primary beneficiary of certain VIEs for which it is the investment manager, 

including certain CDOs and other investment structures, as it does not have both (1) the power to direct the activities of the VIE 

that most significantly impact the economic performance of the entity and (2) the obligation to absorb losses of the entity that 

could be potentially significant to the VIE or the right to receive benefits from the entity that could be potentially significant. The 

Company may invest in debt or equity securities issued by certain asset-backed investment vehicles (commonly referred to as 

collateralized debt obligations, or ―CDOs‖) that are managed by an affiliated company. CDOs raise capital by issuing debt 

securities, and use the proceeds to purchase investments, typically interest-bearing financial instruments. The Company’s 

maximum exposure to loss resulting from its relationship with unconsolidated CDOs managed by affiliates is limited to its 

investment in the CDOs, which was $434 million and $394 million at December 31, 2012 and 2011, respectively. These 

investments are reflected in ―Fixed maturities, available for sale.‖ The fair value of assets held within these unconsolidated VIEs 

was $3,555 million and $3,615 million as of December 31, 2012 and 2011, respectively. There are no liabilities associated with 

these unconsolidated VIEs on the Company’s balance sheet. 

 

The Company has an investment in a note receivable issued by an affiliated VIE. This VIE issued notes to the Company in 

consideration for certain fixed maturity assets sold by the Company in December 2009. The total assets of this VIE at December 

31, 2012 and 2011 were approximately $0.7 billion and $1.0 billion, respectively, and primarily consisted of fixed maturity 

securities. The market value and book value of the notes issued by the VIE and held by the Company at December 31, 2012 and 

2011 was $0.3 billion and $0.6 billion, respectively. The Company’s maximum exposure to loss was $0.3 billion and $0.6 billion 

as of December 31, 2012 and 2011, respectively. 

 

In the normal course of its activities, the Company will invest in joint ventures and limited partnerships. These ventures 

include hedge funds, private equity funds and real estate related funds and may or may not be VIEs.  The Company’s maximum 

exposure to loss on these investments, both VIEs and non-VIEs, is limited to the amount of its investment.  The Company has 

determined that it is not required to consolidate these entities because either (1) it does not control them or (2) it does not have the 

obligation to absorb losses of the entities that could be potentially significant to the entities or the right to receive benefits from the 

entities that could be potentially significant. The Company classifies these investments as ―Other long-term investments‖ and its 

maximum exposure to loss associated with these entities was $5,734 million and $3,048 million as of December 31, 2012 and 

2011, respectively. 

In addition, in the normal course of its activities, the Company will invest in structured investments including VIEs. These 

structured investments typically invest in fixed income investments and are managed by third parties and include asset-backed 

securities, commercial mortgage-backed securities and residential mortgage-backed securities. The Company’s maximum 

exposure to loss on these structured investments, both VIEs and non-VIEs, is limited to the amount of its investment. See Note 4 

for details regarding the carrying amounts and classification of these assets. The Company has not provided material financial or 

other support that was not contractually required to these structures. The Company has determined that it is not the primary 

beneficiary of these structures due to the fact that it does not control these entities. 
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Included among these structured investments are asset-backed securities issued by VIEs that manage investments in the 

European market. In addition to a stated coupon, each investment provides a return based on the VIE’s portfolio of assets and 

related investment activity. The market value of these VIEs was approximately $2.1 billion and $2.6 billion as of December 31, 

2012 and 2011, respectively, and these VIEs were financed primarily through the issuance of notes similar to those purchased by  
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the Company. The Company generally accounts for these investments as available for sale fixed maturities containing embedded 

derivatives that are bifurcated and marked-to-market through ―Realized investment gains (losses), net,‖ based upon the change in 

value of the underlying portfolio. The Company’s variable interest in each of these VIEs represents less than 50% of the only class 

of variable interests issued by the VIE. The Company’s maximum exposure to loss from these interests was $314 million and $657 

million at December 31, 2012 and 2011, respectively, which includes the fair value of the embedded derivatives.  

 

            
6. DEFERRED POLICY ACQUISITION COSTS          
            
 The balances of and changes in deferred policy acquisition costs as of and for the years ended December 31, are as follows: 

            

    2012   2011   2010  

     (in millions) 

 Balance, beginning of year ..................................................................................................................................................................................................   $  6,850   $  6,542   $  7,314  

 Impact from adoption of new accounting pronouncement ..................................................................................................................................................     -     -     (1,634) 

 Capitalization of commissions, sales and issue expenses ....................................................................................................................................................     1,883     1,734     1,371  

 Amortization ........................................................................................................................................................................................................................     (654)    (1,217)    (385) 

 Change in unrealized investment gains and losses ..............................................................................................................................................................     (97)    (209)    (124) 

 Balance, end of year ............................................................................................................................................................................................................   $  7,982   $  6,850   $  6,542  

 

 

 
7.    INVESTMENTS IN OPERATING JOINT VENTURES  

 

The Company has made investments in certain joint ventures that are strategic in nature and made other than for the sole 

purpose of generating investment income.  These investments are accounted for under the equity method of accounting and are 

included in ―Other assets‖ in the Company’s Consolidated Statements of Financial Position. The earnings from these investments 

are included on an after-tax basis in ―Equity in earnings of operating joint ventures, net of taxes‖ in the Company’s Consolidated 

Statements of Operations. Investments in operating joint ventures include an indirect investment in China Pacific Group. The 

summarized financial information for the Company’s operating joint ventures has been included in the summarized combined 

financial information for all significant equity method investments shown in Note 4. 

 

Investment in China Pacific Group  

 

The Company has made an indirect investment in China Pacific Group, a Chinese insurance operation. The carrying value of 

this operating joint venture was $75 million and $126 million, as of December 31, 2012 and 2011, respectively. The indirect 

investment in China Pacific Group includes unrealized changes in market value, which are included in accumulated other 

comprehensive income and relate to the market price of China Pacific Group’s publicly traded shares. The Company recognized 

combined after-tax equity earnings from this operating joint venture of $42 million, $156 million and $46 million for the years 

ended December 31, 2012, 2011 and 2010, respectively. Dividends received from this investment were $2 million, $3 million and 

$5 million for the years ended December 31, 2012, 2011 and 2010, respectively. The consortium of investors including the 

Company sold portions of its holdings during the years ended December 31, 2012, 2011 and 2010, resulting in pre-tax gains to the 

Company of $60 million, $237 million and $66 million, respectively. The consortium of investors sold its remaining investment in 

China Pacific Group in January 2013.  
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8. VALUE OF BUSINESS ACQUIRED  
            
 The balances of and changes in VOBA as of and for the years ended December 31, are as follows:     
            

    2012   2011   2010  

     (in millions) 

 Balance, beginning of year ..................................................................................................................................................................................................   $  250   $  277   $  285  

 Amortization(1) ...................................................................................................................................................................................................................     (38)    (43)    (25) 

 Interest(2) ............................................................................................................................................................................................................................     15     16     17  

 Balance, end of year ............................................................................................................................................................................................................   $  227   $  250   $  277  

 
 ________  

(1) The VOBA balance at December 31, 2012 was $227 million related to the insurance transactions associated with CIGNA. The weighted average remaining 

expected life was approximately 14 years for the VOBA related to CIGNA.  
(2) The interest accrual rates vary by product. The interest rates for the VOBA related to CIGNA were 6.40%, 7.10% and 7.00% for the years 2012, 2011 and 

2010 respectively. 

 

The following table provides estimated future amortization, net of interest, for the periods indicated. 

 

  2013   2014   2015   2016   2017  
                
   (in millions) 

Estimated Future VOBA Amortization ................................................................................................................................................................................   $ 6   $ 7   $ 6   $ 5   $ 5  

 

9.  GOODWILL AND OTHER INTANGIBLES  

       

Goodwill     
       
       The changes in the book value of goodwill are as follows:     

    Goodwill  

          (in millions) 

       

     

Balance at January 1, 2010:     

 Gross Goodwill ....................................................................................................................................................................................................................     727   

 Accumulated Impairment Losses ........................................................................................................................................................................................     -   

Net Balance at January 1, 2010 ............................................................................................................................................................................................     727   

       

2010 Activity:     

 Other(1) ...............................................................................................................................................................................................................................     10   

       

Balance at December 31, 2010:     

 Gross Goodwill ....................................................................................................................................................................................................................     737   

 Accumulated Impairment Losses ........................................................................................................................................................................................     -   

Net Balance at December 31, 2010 ......................................................................................................................................................................................     737   
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2011 Activity:     

 Impairment Charges ............................................................................................................................................................................................................     (737)  

       

Balance at December 31, 2011:     

 Gross Goodwill ....................................................................................................................................................................................................................     737   

 Accumulated Impairment Losses ........................................................................................................................................................................................     (737)  

Net Balance at December 31, 2011 ......................................................................................................................................................................................   $  -   

       

2012 Activity:     

 Acquisitions .........................................................................................................................................................................................................................     -   

 Impairment Charges ............................................................................................................................................................................................................     -   

 Other(1) ...............................................................................................................................................................................................................................     -   

       

Balance at December 31, 2012:     

 Gross Goodwill ....................................................................................................................................................................................................................     737   

 Accumulated Impairment Losses ........................................................................................................................................................................................     (737)  

Net Balance at December 31, 2012 ......................................................................................................................................................................................   $  -   

       
 _________  
(1)   Other represents foreign currency translation. 
 

 

The Company tests goodwill for impairment annually as of December 31 and more frequently if an event or circumstances 

change that would more likely than not reduce the fair value of a reporting unit below its carrying amount, as discussed in further 

detail in Note 2. The test is performed only on the Financial Services Business reporting unit as this is the portion of the Company 

that contains 100% of the Company’s goodwill.  

 

The Company performed goodwill impairment testing for its Financial Services Business reporting unit at December 31, 

2011.  There was an indication of impairment and accordingly, the second step of the test was performed.  Based on the results of 

the second step, all of the goodwill was impaired, which resulted in a total charge $737 million during the fourth quarter of 2011.  

The charge was reported in ―General and administrative expenses‖. The impairment was primarily due to the impact of the 

continuing deterioration in the financial markets, especially in the second half of 2011. While markets rose during the last several 

weeks of the year, this late upswing did not overcome the overall negative impact of the markets on earnings multiples of peer 

companies used in the impairment evaluation. 

 

There were no goodwill impairment charges during 2011 or 2010. 

 

Other Intangibles                   
                     
       Other intangible balances at December 31, are as follows: 
     

    2012   2011  

    
Gross Carrying 

Amount  

Accumulated 

Amortization  

Net Carrying 

Amount  

Gross Carrying 

Amount  

Accumulated 

Amortization  

Net Carrying 

Amount 

     (in millions) 

Subject to amortization:                   

 Customer relationships ........................................................................................................................................................................................................   $  175   $  (79)  $  96   $  174   $  (39)  $  135  

 Other ....................................................................................................................................................................................................................................     40     (20)    20     19     (19)    -  
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 Total ....................................................................................................................................................................................................................................   $  215   $  (99)  $  116   $  193   $  (58)  $  135  

 
Amortization expense for other intangibles was $41 million, $7 million and $13 million for the years ending December 31, 

2012, 2011 and 2010, respectively. Amortization expense for other intangibles is expected to be approximately $14 million in 

2013, $13 million in 2014 and 2015, $11 million in 2016 and, $8 million in 2017. 

 

         
10. POLICYHOLDERS' LIABILITIES       
         
Future Policy Benefits       

         
     Future policy benefits at December 31, are as follows:       
         

    2012   2011  

     (in millions) 

Life insurance .......................................................................................................................................................................................................................   $  57,782   $  57,508  

Individual and group annuities and supplementary contracts ..............................................................................................................................................     50,697     17,095  

Other contract liabilities .......................................................................................................................................................................................................     6,887     5,204  

 Subtotal future policy benefits excluding unpaid claims and claim adjustment expenses ...................................................................................................     115,366     79,807  
Unpaid claims and claim adjustment expenses ....................................................................................................................................................................     2,734     2,542  

 Total future policy benefits..................................................................................................................................................................................................   $  118,100   $  82,349  

 
Life insurance liabilities include reserves for death policy benefits, terminal dividends and certain health benefits. Individual 

and group annuities and supplementary contracts liabilities include reserves for life contingent immediate annuities and life 

contingent group annuities. Other contract liabilities include unearned revenue and certain other reserves for group, annuities and 

individual life and health products.  

 

Future policy benefits for individual participating traditional life insurance are based on the net level premium method, 

calculated using the guaranteed mortality and nonforfeiture interest rates which range from 2.5% to 7.5%. Participating insurance 

represented 10% and 11% of direct individual life insurance in force at December 31, 2012 and 2011, respectively, and 69%, 72% 

and 73% of direct individual life insurance premiums for 2012, 2011 and 2010, respectively.  

 

Future policy benefits for individual non-participating traditional life insurance policies, group and individual long-term care 

policies and individual health insurance policies are generally equal to the aggregate of (1) the present value of future benefit 

payments and related expenses, less the present value of future net premiums, and (2) any premium deficiency reserves. 

Assumptions as to mortality, morbidity and persistency are based on the Company’s experience, and in certain instances, industry 

experience, when the basis of the reserve is established. Interest rates used in the determination of the present values range from 

2.0% to 8.3%; less than 1% of the reserves are based on an interest rate in excess of 8%.  

 

Future policy benefits for individual and group annuities and supplementary contracts are generally equal to the aggregate of 

(1) the present value of expected future payments, and (2) any premium deficiency reserves. Assumptions as to mortality are based 

on the Company’s experience, and in certain instances, industry experience, when the basis of the reserve is established. The 

interest rates used in the determination of the present values range from 1.0% to 11.7%; less than 1% of the reserves are based on 

an interest rate in excess of 8%.  

 

Future policy benefits for other contract liabilities are generally equal to the present value of expected future payments based 

on the Company’s experience, except for example, certain group insurance coverages for which future policy benefits are equal  to 

gross unearned premium reserves. The interest rates used in the determination of the present values range from 0.1% to 6.5%. 
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Premium deficiency reserves are established, if necessary, when the liability for future policy benefits plus the present value 

of expected future gross premiums are determined to be insufficient to provide for expected future policy benefits and expenses 

and to recover any unamortized policy acquisition costs. Premium deficiency reserves have been recorded for the group single 

premium annuity business, which consists of limited-payment, long duration traditional, non-participating annuities; structured 

settlements; single premium immediate annuities with life contingencies; long term care,  and for certain individual health policies. 

These reserves are included in "Future policy benefits", and include amounts relating to net unrealized gains on securities 

classified as available-for-sale, that is also reported within AOCI on the Consolidated Statements of Financial Position.    

 

The Company’s liability for future policy benefits is also inclusive of liabilities for guarantee benefits related to certain 

nontraditional long-duration life and annuity contracts, which are discussed more fully in Note 11 and are primarily reflected in 

other contract liabilities in the table above. 

Unpaid claims and claim adjustment expenses primarily reflect the Company’s estimate of future disability claim payments 

and expenses as well as estimates of claims incurred but not yet reported as of the balance sheet dates related to group disability 

products. Unpaid claim liabilities that are discounted use interest rates ranging from 3.5% to 6.4%. 

 

Policyholders' Account Balances       

         

  Policyholders' account balances at December 31, are as follows:       

         

    2012   2011  

    (in millions) 

Individual annuities ..............................................................................................................................................................................................................   $  9,500   $  9,437  

Group annuities ....................................................................................................................................................................................................................     24,444     23,124  

Guaranteed investment contracts and guaranteed interest accounts .....................................................................................................................................     14,062     14,416  

Funding agreements .............................................................................................................................................................................................................     3,793     5,324  

Interest-sensitive life contracts .............................................................................................................................................................................................     8,775     7,974  

Dividend accumulation and other ........................................................................................................................................................................................     15,645     14,780  

 Total policyholders' account balances .................................................................................................................................................................................   $  76,219   $  75,055  

 
Policyholders’ account balances represent an accumulation of account deposits plus credited interest less withdrawals, 

expenses and mortality charges, if applicable. These policyholders’ account balances also include provisions for benefits under 

non-life contingent payout annuities. Included in ―Funding agreements‖ at December 31, 2012 and 2011 are $1,788 million and 

$3,244 million, respectively, related to the Company’s Funding Agreement Notes Issuance Program ("FANIP"). Under this 

program, which has a maximum authorized amount of $15 billion, a Delaware statutory trust issues medium-term notes to 

investors that are secured by funding agreements issued to the trust by Prudential Insurance. The outstanding notes have fixed or 

floating interest rates that range from 0.5% to 5.5% and original maturities ranging from five to ten years. Included in the amounts 

at December 31, 2012 and 2011 is the medium-term note liability, which is carried at amortized cost, of $1,780 million and $3,197 

million, respectively, as well as the fair value of qualifying derivative financial instruments associated with these notes of $8 

million and $27 million, respectively. For additional details on the FANIP program, see Note 5.  

 

Also included in ―Funding agreements‖ are collateralized funding agreements issued to the Federal Home Loan Bank of New 

York ("FHLBNY") of $1,947 million and $1,503 million, as of December 31, 2012 and 2011, respectively. These obligations, 

which are carried at amortized cost, have fixed or floating interest rates that range from 0.7% to 3.5% and original maturities 

ranging from three to eight years. For additional details on the FHLBNY program, see Note 14. Interest crediting rates range from 

0% to 5.0% for interest-sensitive life contracts and from 0% to 13.4% for contracts other than interest-sensitive life. Less than 1% 

of policyholders’ account balances have interest crediting rates in excess of 8%. 
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11.    CERTAIN NONTRADITIONAL LONG-DURATION CONTRACTS 

The Company issues traditional variable annuity contracts through its separate accounts for which investment income and 

investment gains and losses accrue directly to, and investment risk is borne by, the contractholder. The Company also issues 

variable annuity contracts with general and separate account options where the Company contractually guarantees to the 

contractholder a return of no less than (1) total deposits made to the contract less any partial withdrawals (―return of net deposits‖), 

(2) total deposits made to the contract less any partial withdrawals plus a minimum return (―minimum return‖), or (3) the highest 

contract value on a specified date minus any withdrawals (―contract value‖). These guarantees include benefits that are payable in 

the event of death, annuitization or at specified dates during the accumulation period and withdrawal and income benefits payable 

during specified periods. The Company also issues annuity contracts with market value adjusted investment options (―MVAs‖), 

which provide for a return of principal plus a fixed rate of return if held-to-maturity, or, alternatively, a ―market adjusted value‖ if 

surrendered prior to maturity or if funds are reallocated to other investment options. The market value adjustment may result in a 

gain or loss to the Company, depending on crediting rates or an indexed rate at surrender, as applicable.  

 

In addition, the Company issues variable life, variable universal life and universal life contracts where the Company 

contractually guarantees to the contractholder a death benefit even when there is insufficient value to cover monthly mortality and 

expense charges, whereas otherwise the contract would typically lapse (―no lapse guarantee‖). Variable life and variable universal 

life contracts are offered with general and separate account options. 

 
The assets supporting the variable portion of both traditional variable annuities and certain variable contracts with guarantees 

are carried at fair value and reported as ―Separate account assets‖ with an equivalent amount reported as ―Separate account 

liabilities.‖ Amounts assessed against the contractholders for mortality, administration, and other services are included within 

revenue in ―Policy charges and fee income‖ and changes in liabilities for minimum guarantees are generally included in 

―Policyholders’ benefits.‖  

 

For those guarantees of benefits that are payable in the event of death, the net amount at risk is generally defined as the 

current guaranteed minimum death benefit in excess of the current account balance at the balance sheet date. The Company’s 

primary risk exposures for these contracts relates to actual deviations from, or changes to, the assumptions used in the original 

pricing of these products, including equity market returns, contract lapses and contractholder mortality.   

For guarantees of benefits that are payable at annuitization, the net amount at risk is generally defined as the present value of 

the minimum guaranteed annuity payments available to the contractholder determined in accordance with the terms of the contract 

in excess of the current account balance. The Company’s primary risk exposures for these contracts relates to actual deviations 

from, or changes to, the assumptions used in the original pricing of these products, including fixed income and equity market 

returns, timing of annuitization, contract lapses and contractholder mortality. 

 
For guarantees of benefits that are payable at withdrawal, the net amount at risk is generally defined as the present value of 

the minimum guaranteed withdrawal payments available to the contractholder determined in accordance with the terms of the 

contract in excess of the current account balance. For guarantees of accumulation balances, the net amount at risk is generally 

defined as the guaranteed minimum accumulation balance minus the current account balance.   The Company’s primary risk 

exposures for these contracts relates to actual deviations from, or changes to, the assumptions used in the original pricing of these 

products, including equity market returns, interest rates, market volatility or contractholder behavior used in the original pricing of 

these products.  

 

The Company’s contracts with guarantees may offer more than one type of guarantee in each contract; therefore, the 

amounts listed may not be mutually exclusive. The liabilities related to the net amount at risk are reflected within ―Future policy 

benefits.‖ As of December 31, 2012 and 2011, the Company had the following guarantees associated with these contracts, by 

product and guarantee type: 
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   December 31, 2012  December 31, 2011 

   In the Event of Death  

At Annuitization /    

Accumulation (1)  In the Event of Death  

At Annuitization /    

Accumulation (1) 

          
Variable Annuity Contracts  ($ in millions) 

              

Return of net deposits             

Account value ......................................................................................................................................................................................................................   $  57,068   $  20   $  38,983   $  21  

Net amount at risk ................................................................................................................................................................................................................   $  165   $  1   $  1,000   $  1  

Average attained age of contractholders ..............................................................................................................................................................................     61 years   69 years    60 years   68 years 

              

Minimum return or contract value             
Account value ......................................................................................................................................................................................................................   $  24,292   $  68,446   $  20,788   $  47,666  

Net amount at risk ................................................................................................................................................................................................................   $  2,964   $  2,670   $  4,026   $  3,753  

Average attained age of contractholders ..............................................................................................................................................................................    66 years   61 years   66 years   60 years 

Average period remaining until earliest             

 expected annuitization ..........................................................................................................................................................................................................    N/A   0.50 year   N/A   1 year 

________             

 (1) Includes income and withdrawal benefits as described herein.         

             

     December 31,  

       2012   2011  

              
     In the Event of Death 

     ($ in millions) 

Variable Life, Variable Universal Life and Universal Life Contracts       

              

No lapse guarantees             

Separate account value .........................................................................................................................................................................................................   $  2,687   $  2,419  

General account value ..........................................................................................................................................................................................................   $  2,922   $  2,089  

Net amount at risk ................................................................................................................................................................................................................   $  66,005   $  54,917  

Average attained age of contractholders ..............................................................................................................................................................................    52 years   52 years 

              

 Account balances of variable annuity contracts with guarantees were invested in separate account investment options as follows: 

        

     December 31,  

       2012   2011  

              
     ($ in millions) 

Equity funds .........................................................................................................................................................................................................................   $  48,000   $  28,417  

Bond funds ...........................................................................................................................................................................................................................     25,625     24,501  

Money market funds ............................................................................................................................................................................................................     4,421     3,426  

 Total .....................................................................................................................................................................................................................................   $  78,046   $  56,344  

 

In addition to the amounts invested in separate account investment options above, $3,313 million at December 31, 2012 and 

$3,427 million at December 31, 2011 of account balances of variable annuity contracts with guarantees, inclusive of contracts with 

MVA features, were invested in general account investment options. For the years ended December 31, 2012, 2011, and 2010, 

there were no transfers of assets, other than cash, from the general account to any separate account, and accordingly no gains or 

losses recorded.  
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Liabilities For Guarantee Benefits 

The table below summarizes the changes in general account liabilities for guarantees. The liabilities for guaranteed 

minimum death benefits (―GMDB‖) and guaranteed minimum income benefits (―GMIB‖) are included in ―Future policy benefits‖ 

and the related changes in the liabilities are included in ―Policyholders’ benefits.‖ Guaranteed minimum accumulation benefits 

(―GMAB‖), guaranteed minimum withdrawal benefits (―GMWB‖), and guaranteed minimum income and withdrawal benefits 

(―GMIWB‖) features are considered to be bifurcated embedded derivatives and are recorded at fair value. Changes in the fair value 

of these derivatives, including changes in the Company’s own risk of non-performance, along with any fees attributed or payments 

made relating to the derivative, are recorded in ―Realized investment gains (losses), net.‖ See Note 19 for additional information 

regarding the methodology used in determining the fair value of these embedded derivatives. The liabilities for GMAB, GMWB 

and GMIWB are included in ―Future policy benefits.‖ As discussed below, the Company maintains a portfolio of derivative 

investments that serve as a partial hedge of the risks associated with these products, for which the changes in fair value are also 

recorded in ―Realized investment gains (losses), net.‖ This portfolio of derivative investments does not qualify for hedge 

accounting treatment under U.S. GAAP.  

 

   GMDB  GMIB  

GMAB/GMWB/ 

GMIWB 

   

Variable Life,       

Variable         

Universal Life and 

Universal Life  Variable Annuity  Variable Annuity  Variable Annuity 

          
  ($ in millions) 

Balance at December 31, 2009 .............................................................................................................................................................................................   $  143   $  115   $  194   $  58  

 Incurred guarantee benefits(1) .............................................................................................................................................................................................     19     25     29     (406) 

 Paid guarantee benefits and other ........................................................................................................................................................................................     (1)    (83)    (123)    -  

Balance at December 31, 2010 .............................................................................................................................................................................................     161     57     100     (348) 

 Incurred guarantee benefits(1) .............................................................................................................................................................................................     66     158     44     1,439  
 Paid guarantee benefits and other ........................................................................................................................................................................................     (2)    (77)    (42)    -  

Balance at December 31, 2011 .............................................................................................................................................................................................     225     138     102     1,091  

 Incurred guarantee benefits(1) .............................................................................................................................................................................................     94     197     112     461  

 Paid guarantee benefits and other ........................................................................................................................................................................................     (14)    (72)    (31)    -  

Balance at December 31, 2012 .............................................................................................................................................................................................   $  305   $  263   $  183   $  1,552  

 
  

(1) Incurred guarantee benefits include the portion of assessments established as additions to reserves as well as changes in estimates affecting the reserves. Also includes 

changes in the fair value of features considered to be derivatives. 

 

The GMDB liability is determined each period end by estimating the accumulated value of a portion of the total assessments 

to date less the accumulated value of the death benefits in excess of the account balance. The GMIB liability associated with 

variable annuities is determined each period by estimating the accumulated value of a portion of the total assessments to date less 

the accumulated value of the projected income benefits in excess of the account balance. The portion of assessments used is 

chosen such that, at issue the present value of expected death benefits or expected income benefits in excess of the projected 

account balance and the portion of the present value of total expected assessments over the lifetime of the contracts are equal. The 

Company regularly evaluates the estimates used and adjusts the GMDB and GMIB liability balances, with an associated charge or 

credit to earnings, if actual experience or other evidence suggests that earlier assumptions should be revised. 

 

The GMAB features provide the contractholder with a guaranteed return of initial account value or an enhanced value if 

applicable. The most significant of the Company’s GMAB features are the guaranteed return option (―GRO‖) features, which 

includes an automatic rebalancing element that reduces the Company’s exposure to these guarantees. The GMAB liability is 
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calculated as the present value of future expected payments to customers less the present value of assessed rider fees attributable to 

the embedded derivative feature. 

 

The GMWB features provide the contractholder with access to a guaranteed remaining balance if the account value is 

reduced to zero through a combination of market declines and withdrawals. The guaranteed remaining balance is generally equal 

to the protected value under the contract, which is initially established as the greater of the account value or cumulative deposits 

when withdrawals commence, less cumulative withdrawals. The contractholder accesses the guaranteed remaining balance through 

defined annual payments. The contractholder also has the option, after a specified time period, to reset the guaranteed remaining 

balance to the then-current account value, if greater. The GMWB liability is calculated as the present value of future expected 

payments to customers less the present value of assessed rider fees attributable to the embedded derivative feature. 

 

The GMIWB features, taken collectively, provide a contractholder two optional methods to receive guaranteed minimum 

payments over time, a ―withdrawal‖ option or an ―income‖ option. The withdrawal option (which was available under only one of  

the GMIWBs the Company no longer offers) guarantees that a contractholder can withdraw an amount each year until the 

cumulative withdrawals reach a total guaranteed balance. The income option (which varies among the Company’s GMIWBs) in 

general guarantees the contractholder the ability to withdraw an amount each year for life (or for joint lives, in the case of any 

spousal version of the benefit) where such amount is equal to a percentage of a protected value under the benefit. The 

contractholder also has the potential to increase this annual amount, based on certain subsequent increases in account value that 

may occur. The GMIWB can be elected by the contractholder upon issuance of an appropriate deferred variable annuity contract or 

at any time following contract issue prior to annuitization. Certain GMIWB features include an automatic rebalancing element that 

reduces the Company’s exposure to these guarantees. The GMIWB liability is calculated as the present value of future expected  

payments to customers less the present value of assessed rider fees attributable to the embedded derivative feature. 

Liabilities for guaranteed benefits for GMAB, GMWB and GMIWB riders include amounts assumed from affiliates of $23 

million and $30 million as of December 31, 2012 and 2011, respectively. See Note 13 for amounts recoverable from reinsurers 

relating to the ceding of certain embedded derivative liabilities associated with these guaranteed benefits, which are not reflected 

in the tables above. 

 
As part of its risk management strategy, the Company hedges or limits its exposure to these risks, excluding those risks that 

have been deemed suitable to retain and risks that are not able to be hedged, through a combination of product design elements, 

such as an automatic rebalancing element, and externally purchased hedging instruments, such as equity options and interest rate 

derivatives. The automatic rebalancing element included in the design of certain optional living benefits transfers assets between 

certain variable investments selected by the annuity contractholder and, depending on the benefit feature, a fixed rate account in 

the general account or a bond portfolio within the separate accounts. The transfers are based on the static mathematical formula 

used with the particular optional benefit which considers a number of factors, including, but not limited to, the impact of 

investment performance of the contractholder’s total account value. In general, negative investment performance may result in 

transfers to a fixed-rate account in the general account or a bond portfolio within the separate accounts, and positive investment 

performance may result in transfers back to contractholder-selected variable investments. Other product design elements utilized 

for certain products to manage these risks include asset allocation restrictions and minimum issuance age requirements.  For risk 

management purposes the Company segregates the variable annuity living benefit features into those that include the automatic 

rebalancing element, including certain GMIWB riders and certain GMAB riders that feature the GRO policyholder benefits; and 

those that do not include the automatic rebalancing element, including certain legacy GMIWB, GMWB, GMAB and GMIB riders. 

Living benefit riders that include the automatic rebalancing element also include GMDB riders, and as such the GMDB risk in 

these riders also benefits from the automatic rebalancing element. 
 

Sales Inducements 

 

The Company defers sales inducements and amortizes them over the anticipated life of the policy using the same 

methodology and assumptions used to amortize deferred policy acquisition costs. These deferred sales inducements are included in 

―Other assets.‖ The Company offers various types of sales inducements. These inducements include: (1) a bonus whereby the 

policyholder’s initial account balance is increased by an amount equal to a specified percentage of the customer’s initial deposit, 

(2) additional credits after a certain number of years a contract is held and (3) enhanced interest crediting rates that are higher than 
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the normal general account interest rate credited in certain product lines. Changes in deferred sales inducements, reported as 

―Interest credited to policyholders’ account balances,‖ are as follows: 

 

   Sales  Inducements 
    
  ($ in millions) 

Balance at December 31, 2009 .............................................................................................................................................................................................   $  315  

 Capitalization .......................................................................................................................................................................................................................     248  

 Amortization ........................................................................................................................................................................................................................     (15) 

 Change in unrealized gain/(loss) on investments ................................................................................................................................................................     3  

Balance at December 31, 2010 .............................................................................................................................................................................................     551  

 Capitalization .......................................................................................................................................................................................................................     291  

 Amortization ........................................................................................................................................................................................................................     (290) 

 Change in unrealized gain/(loss) on investments ................................................................................................................................................................     3  

Balance at December 31, 2011 .............................................................................................................................................................................................     555  

 Capitalization .......................................................................................................................................................................................................................     199  

 Amortization ........................................................................................................................................................................................................................     42  

 Change in unrealized gain/(loss) on investments ................................................................................................................................................................     4  

Balance at December 31, 2012 .............................................................................................................................................................................................   $  800  

 
12.    CLOSED BLOCK  

 

On the date of demutualization, Prudential Insurance established a Closed Block for certain individual life insurance policies 

and annuities issued by Prudential Insurance in the U.S. The recorded assets and liabilities were allocated to the Closed Block at 

their historical carrying amounts. The Closed Block forms the principal component of the Closed Block Business.  

 

The policies included in the Closed Block are specified individual life insurance policies and individual annuity contracts 

that were in force on the effective date of the Plan of Reorganization and for which Prudential Insurance is currently paying or 

expects to pay experience-based policy dividends. Assets have been allocated to the Closed Block in an amount that has been 

determined to produce cash flows which, together with revenues from policies included in the Closed Block, are expected to be 

sufficient to support obligations and liabilities relating to these policies, including provision for payment of benefits, certain 

expenses, and taxes and to provide for continuation of the policyholder dividend scales in effect in 2000, assuming experience 

underlying such scales continues. To the extent that, over time, cash flows from the assets allocated to the Closed Block and claims 

and other experience related to the Closed Block are, in the aggregate, more or less favorable than what was assumed when the 

Closed Block was established, total dividends paid to Closed Block policyholders may be greater than or less than the total 

dividends that would have been paid to these policyholders if the policyholder dividend scales in effect in 2000 had been 

continued. Any cash flows in excess of amounts assumed will be available for distribution over time to Closed Block policyholders 

and will not be available to stockholders. If the Closed Block has insufficient funds to make guaranteed policy benefit payments, 

such payments will be made from assets outside of the Closed Block. The Closed Block will continue in effect as long as any 

policy in the Closed Block remains in force unless, with the consent of the New Jersey insurance regulator, it is terminated earlier.   

 

The excess of Closed Block Liabilities over Closed Block Assets at the date of the demutualization (adjusted to eliminate the 

impact of related amounts in AOCI) represented the estimated maximum future earnings at that date from the Closed Block 

expected to result from operations attributed to the Closed Block after income taxes. In establishing the Closed Block, the 

Company developed an actuarial calculation of the timing of such maximum future earnings. If actual cumulative earnings of the 

Closed Block from inception through the end of any given period are greater than the expected cumulative earnings, only the 

expected earnings will be recognized in income. Any excess of actual cumulative earnings over expected cumulative earnings will 

represent undistributed accumulated earnings attributable to policyholders, which are recorded as a policyholder dividend 

obligation. The policyholder dividend obligation represents amounts to be paid to Closed Block policyholders as an additional 

policyholder dividend unless otherwise offset by future Closed Block performance that is less favorable than originally expected. 
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If the actual cumulative earnings of the Closed Block from its inception through the end of any given period are less than the 

expected cumulative earnings of the Closed Block, the Company will recognize only the actual earnings in income. However, the 

Company may reduce policyholder dividend scales, which would be intended to increase future actual earnings until the actual 

cumulative earnings equaled the expected cumulative earnings.  

 

As of December 31, 2012 and 2011, the Company recognized a policyholder dividend obligation of $885 million and $762 

million, respectively, to Closed Block policyholders for the excess of actual cumulative earnings over the expected cumulative 

earnings. Additionally, accumulated net unrealized investment gains that have arisen subsequent to the establishment of the Closed 

Block have been reflected as a policyholder dividend obligation of $5,478 million and $3,847 million at December 31, 2012 and 

2011, respectively, to be paid to Closed Block policyholders unless offset by future experience, with an offsetting amount reported 

in AOCI. See the table below for changes in the components of the policyholder dividend obligation for the years ended December 

31, 2012 and 2011. 

  

On December 11, 2012, December 13, 2011 and December 14, 2010, Prudential Insurance’s Board of Directors approved a 

continuation of the Closed Block dividend scales in 2013, 2012 and 2011, respectively.   

 

Closed Block Liabilities and Assets designated to the Closed Block at December 31, as well as maximum future earnings to 

be recognized from Closed Block Liabilities and Closed Block Assets, are as follows:  

 

      2012   2011  

       (in millions) 

Closed Block Liabilities          

 Future policy benefits ..........................................................................................................................................................................................................   $  50,839   $  51,423  

 Policyholders' dividends payable.........................................................................................................................................................................................     887     902  

 Policyholders' dividend obligation ......................................................................................................................................................................................     6,363     4,609  

 Policyholders' account balances ..........................................................................................................................................................................................     5,426     5,484  

 Other Closed Block liabilities..............................................................................................................................................................................................     3,366     4,031  

  Total Closed Block Liabilities .............................................................................................................................................................................................     66,881     66,449  

            

Closed Block Assets          

 Fixed maturities, available-for-sale, at fair value ................................................................................................................................................................     41,980     42,024  

 Other trading account assets, at fair value ...........................................................................................................................................................................     224     269  

 Equity securities, available-for-sale, at fair value ................................................................................................................................................................     3,225     3,122  

 Commercial mortgage and other loans ................................................................................................................................................................................     8,747     8,322  

 Policy loans .........................................................................................................................................................................................................................     5,120     5,296  

 Other long-term investments ...............................................................................................................................................................................................     2,094     2,080  

 Short-term investments ........................................................................................................................................................................................................     1,194     485  

  Total investments .................................................................................................................................................................................................................     62,584     61,598  

 Cash and cash equivalents ...................................................................................................................................................................................................     511     1,006  

 Accrued investment income ................................................................................................................................................................................................     550     571  

 Other Closed Block assets ...................................................................................................................................................................................................     262     284  

  Total Closed Block Assets ...................................................................................................................................................................................................     63,907     63,459  

            

Excess of reported Closed Block Liabilities over Closed Block Assets ..............................................................................................................................     2,974     2,990  

Portion of above representing accumulated other comprehensive income:       

  Net unrealized investment gains (losses) .............................................................................................................................................................................     5,467     3,836  

  Allocated to policyholder dividend obligation .....................................................................................................................................................................     (5,478)    (3,847) 

Future earnings to be recognized from Closed Block Assets and Closed Block Liabilities.................................................................................................   $  2,963   $  2,979  
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  Information regarding the policyholder dividend obligation is as follows:       

            

       2012   2011  

       (in millions) 

Balance, January 1 ...............................................................................................................................................................................................................   $  4,609   $  2,243  

 Impact from earnings allocable to policyholder dividend obligation ..................................................................................................................................     123     636  

 Change in net unrealized investment gains (losses) allocated to policyholder dividend       

  obligation .............................................................................................................................................................................................................................     1,631     1,730  

Balance, December 31 .........................................................................................................................................................................................................   $  6,363   $  4,609  

               

 

  Closed Block revenues and benefits and expenses for the years ended December 31, were as follows: 

            

    2012   2011   2010  

    (in millions) 

Revenues          

 Premiums .............................................................................................................................................................................................................................   $  2,817   $  2,918   $  3,007  

 Net investment income ........................................................................................................................................................................................................     2,919     2,976     2,994  

 Realized investment gains (losses), net ...............................................................................................................................................................................     243     855     804  

 Other income .......................................................................................................................................................................................................................     31     38     38  

            
  Total Closed Block revenues ...............................................................................................................................................................................................     6,010     6,787     6,843  

            

Benefits and Expenses          

 Policyholders' benefits .........................................................................................................................................................................................................     3,445     3,482     3,512  

 Interest credited to policyholders' account balances ............................................................................................................................................................     137     139     140  

 Dividends to policyholders ..................................................................................................................................................................................................     2,021     2,571     2,071  

 General and administrative expenses...................................................................................................................................................................................     492     519     540  

            
  Total Closed Block benefits and expenses ...........................................................................................................................................................................     6,095     6,711     6,263  

            

Closed Block revenues, net of Closed Block benefits and expenses, before           

 income taxes and discontinued operations ..........................................................................................................................................................................     (85)    76     580  

Income tax expense (benefit) ...............................................................................................................................................................................................     (103)    67     (38) 

Closed Block revenues, net of Closed Block benefits and expenses and income           

 taxes, before discontinued operations ..................................................................................................................................................................................     18     9     618  

Income (loss) from discontinued operations, net of taxes ....................................................................................................................................................    (2)   -     1  

Closed Block revenues, net of Closed Block benefits and expenses, income taxes           

 and discontinued operations ................................................................................................................................................................................................   $  16   $  9   $  619  

 

13.    REINSURANCE  

The Company participates in reinsurance in order to provide additional capacity for future growth, to limit the maximum net 

loss potential arising from large risks, to manage capital, and in acquiring or disposing of businesses. 

 

In 2011 and 2012, the Company entered into several reinsurance agreements to assume pension liabilities in the United 

Kingdom. Under these arrangements, the Company assumes the longevity risk associated with the pension benefits of certain 

named beneficiaries.  
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In 2006, the Company acquired the variable annuity business of The Allstate Corporation (―Allstate‖) through a reinsurance 

transaction. The reinsurance arrangements with Allstate include a coinsurance arrangement associated with the general account 

liabilities assumed and a modified coinsurance arrangement associated with the separate account liabilities assumed. The 

reinsurance payable, which represents the Company’s obligation under the modified coinsurance arrangement, is netted with the  

reinsurance receivable in the Company’s Consolidated Statement of Financial Position.  

 

In 2004, the Company acquired the retirement business of CIGNA and as a result, entered into various reinsurance 

arrangements. The Company still has indemnity coinsurance and modified coinsurance without assumption arrangements in effect 

related to this acquisition.  

 

Life and disability reinsurance is accomplished through various plans of reinsurance, primarily yearly renewable term, per 

person excess and coinsurance. In addition, the Company entered into reinsurance agreements covering 90% of the long-term risks 

associated with the Closed Block Business, including 7% reinsured by a wholly owned subsidiary, through various modified 

coinsurance arrangements reported under the deposit method of accounting. The Company also reinsures 90% of the short-term 

risks associated with the Closed Block Business to an affiliate through a coinsurance arrangement. Reinsurance ceded 

arrangements do not discharge the Company as the primary insurer. Ceded balances would represent a liability of the Company in 

the event the reinsurers were unable to meet their obligations to the Company under the terms of the reinsurance agreements. 

Reinsurance premiums, commissions, expense reimbursements, benefits and reserves related to reinsured long-duration contracts 

are accounted for over the life of the underlying reinsured contracts using assumptions consistent with those used to account for 

the underlying contracts. The cost of reinsurance related to short-duration contracts is accounted for over the reinsurance contract 

period. Amounts recoverable from reinsurers, for both short-and long-duration reinsurance arrangements, are estimated in a 

manner consistent with the claim liabilities and policy benefits associated with the reinsured policies. The Company also 

participates in reinsurance of Liabilities for Guaranteed Benefits, which are more fully described in Note 11. 

The Company participates in reinsurance transactions with the following direct and indirect subsidiaries of Prudential 

Financial: Prudential Life Insurance Company of Taiwan Inc., The Prudential Life Insurance Company of Korea, Ltd., The 

Prudential Life Insurance Company, Ltd., Pramerica Life S.p.A., Pramerica Zycie Towarzystwo Ubezpieczen i Reasekuracji 

Spolka Akcyjna, Prudential Holdings of Japan, Inc., Pruco Reinsurance Ltd., Prudential Annuities Life Assurance Corporation, 

Prudential Seguros Mexico, S.A., Prudential Seguros, S.A., Pramerica of Bermuda Life Assurance Company, Ltd., and Prudential 

Arizona Reinsurance III Company.  

The tables presented below exclude amounts pertaining to the Company’s discontinued operations.  

Reinsurance amounts included in the Consolidated Statements of Operations for premiums, policy charges and fees and 

policyholders’ benefits for the years ended December 31, were as follows:  

 

    2012   2011   2010  

    (in millions) 

Direct premiums ...................................................................................................................................................................................................................   $  41,961   $  10,417   $  10,183  

Reinsurance assumed ...........................................................................................................................................................................................................     1,918     1,555     1,368  

Reinsurance ceded................................................................................................................................................................................................................     (1,413)    (1,385)    (1,322) 

 Premiums .............................................................................................................................................................................................................................   $  42,466   $  10,587   $  10,229  

            

Direct policy charges and fees .............................................................................................................................................................................................   $  3,167   $  2,541   $  2,139  

Reinsurance assumed ...........................................................................................................................................................................................................     106     124     140  

Reinsurance ceded................................................................................................................................................................................................................     (105)    (90)    (80) 

 Policy charges and fees .......................................................................................................................................................................................................   $  3,168   $  2,575   $  2,199  
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Direct policyholder benefits .................................................................................................................................................................................................   $  44,922   $  12,511   $  11,971  

Reinsurance assumed ...........................................................................................................................................................................................................     1,796     1,448     1,225  

Reinsurance ceded................................................................................................................................................................................................................     (1,361)    (1,336)    (1,278) 

 Policyholders' benefits .........................................................................................................................................................................................................   $  45,357   $  12,623   $  11,918  

            

Reinsurance recoverables at December 31, are as follows:    

            

       2012   2011  

  .............................................................................................................................................................................................................................................   .............................................................................................................................................................................................................................................   .............................................................................................................................................................................................................................................          
       (in millions) 

Individual and group annuities (1) .......................................................................................................................................................................................   $  1,921   $  722  

Life Insurance ......................................................................................................................................................................................................................     1,985     1,766  

Other reinsurance .................................................................................................................................................................................................................     149     139  

 Total reinsurance recoverable ..............................................................................................................................................................................................   $  4,055   $  2,627  

 
_________ 

(1) Primarily represents reinsurance recoverables of $1,287 million established under the reinsurance arrangements between Pruco Life Insurance Company 

and Pruco Reinsurance Ltd., and $628 million associated with the acquisition of the retirement business of CIGNA. The Company has recorded related 

reinsurance payables of $628 million and $713 million at December 31, 2012 and 2011, respectively, primarily associated with the acquisition of the 
retirement business of CIGNA. 

 

 ―Premiums‖ includes affiliated reinsurance assumed of $1,705 million, $1,447 million and $1,224 million and affiliated 

reinsurance ceded of $(87) million, $(117) million and $(111) million for the years ended December 31, 2012, 2011, and 2010, 

respectively.   

―Policyholders’ benefits‖ includes affiliated reinsurance assumed of $1,371 million, $1,169 million and $959 million and 

affiliated reinsurance ceded of $(40) million, $(70) million and $(58) million for the years ended December 31, 2012, 2011, and 

2010, respectively.  

―General and administrative expenses‖ include affiliated assumed expenses of $160 million, $39 million and $147 million 

for the years ended December 31, 2012, 2011, and 2010, respectively.   

 ―Due from parent and affiliates‖ includes affiliated reinsurance recoverables of $1,308 million and $1,187 million at 

December 31, 2012 and 2011, respectively reflected in the table above. Excluding both the reinsurance recoverable associated with 

the acquisition of the retirement business of CIGNA and affiliated reinsurance recoverables, four major reinsurance companies 

account for approximately 60% of the reinsurance recoverable at December 31, 2012. The Company periodically reviews the 

financial condition of its reinsurers and amounts recoverable therefrom in order to minimize its exposure to loss from reinsurer 

insolvencies, recording an allowance when necessary for uncollectible reinsurance.  

―Due from parent and affiliates‖ also include $1,290 million and $886 million at December 31, 2012 and 2011, respectively, 

related to the ceding of certain embedded derivative liabilities associated with the Company’s guaranteed benefits. ―Realized 

investment gains (losses), net‖ includes a loss of $56 million, a gain of $935 million and a loss of $484 million for the years ended 

December 31, 2012, 2011, and 2010, respectively, related to the change in fair values of these ceded embedded derivative 

liabilities. 

―Deferred policy acquisition costs‖ includes affiliated amounts related to reinsurance of $1,379 million and $1,140 million at 

December 31, 2012 and 2011, respectively. 

―Due to parent and affiliates‖ includes reinsurance payables of $5,852 million and $4,704 million at December 31, 2012 and 

2011, respectively. 
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14.    SHORT-TERM AND LONG-TERM DEBT   

         

Short-term Debt         

         

    Short-term debt at December 31, is as follows:         

         

   2012   2011   

   (in millions)  

Commercial paper  ...............................................................................................................................................................................................................   $ 359     $ 870   

Other notes payable(1)(2) ....................................................................................................................................................................................................    116    382   

Current portion of long-term debt(3) ...................................................................................................................................................................................    225      3   

 Total short-term debt ...........................................................................................................................................................................................................   $ 700     $ 1,255   

         
Supplemental short-term debt information:        

 Daily average commercial paper outstanding  $ 920   $ 1,067   

 Weighted average maturity of outstanding commercial paper, in days   18    20   

 Weighted average interest rate on outstanding short-term debt(4)   0.28  %  0.43  % 

 
(1) Includes collateralized borrowings from the Federal Home Loan Bank of New York of $100 million and $199 million at December 31, 2012 and 2011, 

respectively, which are discussed in more detail below. 
(2) Includes notes due to related parties of $16 million and $181 million at December 31, 2012 and 2011, respectively.  The related party notes payable has an 

interest rate of 1.3% in 2012 and rates varying from 0.4% to 2.1% in 2011. The related party notes included $16 million and $66 million at December 31, 

2012 and 2011, respectively, of notes which were denominated in foreign currency. 
(3) Includes notes due to related parties of $121 million and $0 million at December 31, 2012 and 2011, respectively. The related party notes payable has interest 

rates varying from 0.6% to 14.9 % in 2012. The related party notes included $5 million of notes denominated in foreign currency at December 31, 2012. 

(4) Excludes the current portion of long-term debt.  
 

At December 31, 2012 and 2011, the Company was in compliance with all covenants related to the above debt. 

 

Commercial Paper 

 

 Prudential Funding, LLC (―Prudential Funding‖), a wholly-owned subsidiary of Prudential Insurance, has a commercial 

paper program with an authorized capacity of $7.0 billion, of which $359 million was outstanding as of December 31, 2012. 

Prudential Funding commercial paper borrowings have generally served as an additional source of financing to meet the working 

capital needs of Prudential Insurance and its subsidiaries. Prudential Funding also lends to other subsidiaries of Prudential 

Financial up to limits agreed with the New Jersey Department of Banking and Insurance (―NJDOBI‖). Prudential Funding 

maintains a support agreement with Prudential Insurance whereby Prudential Insurance has agreed to maintain Prudential 

Funding’s tangible net worth at a positive level. Additionally, Prudential Financial has issued a subordinated guarantee covering 

Prudential Funding’s commercial paper program. 

 

Federal Home Loan Bank of New York 

 

Prudential Insurance is a member of the Federal Home Loan Bank of New York (―FHLBNY‖). Membership allows 

Prudential Insurance access to the FHLBNY's financial services, including the ability to obtain collateralized loans and to issue 

collateralized funding agreements. Under applicable law, the funding agreements issued to the FHLBNY have priority claim status 

above debt holders of Prudential Insurance. FHLBNY borrowings and funding agreements are collateralized by qualifying 

mortgage-related assets or U.S. Treasury securities, the fair value of which must be maintained at certain specified levels relative 

to outstanding borrowings. FHLBNY membership requires Prudential Insurance to own member stock and borrowings require the 

purchase of activity-based stock in an amount equal to 4.5% of outstanding borrowings. Under FHLBNY guidelines, if Prudential 

Insurance’s financial strength ratings decline below A/A2/A Stable by S&P/Moody’s/Fitch, respectively, and the FHLBNY does 

not receive written assurances from the NJDOBI regarding Prudential Insurance’s solvency, new borrowings from the FHLBNY 

would be limited to a term of 90 days or less. Currently there are no restrictions on the term of borrowings from the FHLBNY. All 
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FHLBNY stock purchased by Prudential Insurance is classified as restricted general account investments within ―Other long-term 

investments,‖ and the carrying value of these investments was $170 million and $173 million as of December 31, 2012 and 2011, 

respectively. 

 

NJDOBI permits Prudential Insurance to pledge collateral to the FHLBNY in an amount of up to 5% of its prior year-end 

statutory net admitted assets, excluding separate account assets. Based on Prudential Insurance’s statutory net admitted assets as of 

December 31, 2011, the 5% limitation equates to a maximum amount of pledged assets of $7.7 billion and an estimated maximum 

borrowing capacity (after taking into account required collateralization levels and purchases of activity-based stock) of 

approximately $6.4 billion, of which $2.3 billion was outstanding. Nevertheless, FHLBNY borrowings are subject to the 

FHLBNY’s discretion and to the availability of qualifying assets at Prudential Insurance. 

 

As of December 31, 2012, Prudential Insurance had pledged qualifying assets with a fair value of $2.9 billion that supported 

outstanding collateralized advances and collateralized funding agreements. During 2012, a $725 million collateralized advance 

was re-issued in the form of a funding agreement. Of this amount, $445 million now supports proprietary spread lending and is 

classified as Policyholders’ account balances, and the remaining $280 million continues to be classified as long term debt. The fair 

value of qualifying assets that were available to Prudential Insurance but not pledged amounted to $3.1 billion as of December 31, 

2012.  

 

Federal Home Loan Bank of Boston  

 

Prudential Retirement Insurance and Annuity Company (―PRIAC‖), a wholly-owned subsidiary of the Company, is a 

member of the Federal Home Loan Bank of Boston (―FHLBB‖). Membership allows PRIAC access to collateralized advances 

which will be classified in ―Short-term debt‖ or ―Long-term debt,‖ depending on the maturity date of the obligation. PRIAC’s 

membership in FHLBB requires the ownership of member stock and borrowings from FHLBB require the purchase of activity-

based stock in an amount between 3.0% and 4.5% of outstanding borrowings depending on the maturity date of the obligation. As 

of December 31, 2012, PRIAC had no advances outstanding under the FHLBB facility. 

 

The Connecticut Department of Insurance (―CTDOI‖) permits PRIAC to pledge up to $2.6 billion in qualifying assets to 

secure FHLBB borrowings through December 31, 2013. PRIAC must seek re-approval from CTDOI prior to borrowing additional 

funds after that date. Based on available eligible assets as of December 31, 2012, PRIAC had an estimated maximum borrowing 

capacity, after taking into consideration required collateralization levels and required purchases of activity-based FHLBB stock, of 

approximately $1.7 billion. 

 

Credit Facilities  

 

As of December 31, 2012, the Company had a $1,750 million three-year facility expiring in December 2014. The facility has 

both Prudential Financial and Prudential Funding as borrowers. The facility may be used for general corporate purposes, including 

as backup liquidity for the Company’s commercial paper program discussed above. As of December 31, 2012, there were no 

outstanding borrowings under this credit facility. 

 

The credit facility contains representations and warranties, covenants and events of default that are customary for facilities of 

this type; however, borrowings under the facility are not contingent on the Company’s credit ratings nor subject to material 

adverse change clauses. Borrowings under the credit facility are conditioned on the continued satisfaction of other customary 

conditions, including the maintenance at all times of consolidated net worth, relating to the Financial Services Businesses of 

Prudential Financial only, of at least $18.985 billion, which for this purpose is calculated as U.S. GAAP equity, excluding AOCI 

and excluding equity of noncontrolling interests. As of December 31, 2012 and 2011, Prudential Financial’s consolidated net 

worth of the Financial Services Businesses exceeded the minimum amount required to borrow under the facility.  

 

In addition to the above credit facility, the Company had access to $815 million of certain other lines of credit at December 

31, 2012, which was for the sole use of certain real estate separate accounts. The separate account facilities include loan-to-value 

ratio requirements and other financial covenants and recourse on obligations under these facilities is limited to the assets of the 

applicable separate account. At December 31, 2012, $10 million of these credit facilities were used. The Company also has access 

to uncommitted lines of credit from financial institutions. 
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Long-term Debt  

 

Long-term debt at December 31, is as follows:  

 

    Maturity       

    Dates  Rate  2012   2011  

        (in millions) 

Fixed-rate notes:             

 Surplus notes(1) ...................................................................................................................................................................................................................    2014-2052   5.10%-8.30%  $ 2,989   $ 2,988  

 Surplus notes subject to set-off arrangements .....................................................................................................................................................................    2021-2022   3.52%-5.22%   1,000    500  
 Senior notes(2)(3) ................................................................................................................................................................................................................    2013-2042   0.55%-14.85%   5,711    3,913  

Floating-rate notes:             

 Surplus notes .......................................................................................................................................................................................................................    2016-2052   (4)   3,200    3,200  

 Senior notes(5) ....................................................................................................................................................................................................................    2017   (6)   111    -  

Subtotal ................................................................................................................................................................................................................................          13,011    10,601  

Less:  assets under set-off arrangements(7) .........................................................................................................................................................................          1,000    500  

  Total long-term debt ............................................................................................................................................................................................................         $ 12,011   $ 10,101  

 
(1) Fixed rate surplus notes at both December 31, 2012 and 2011 include $2,048 million, due to a related party. Maturities of these notes range from 2014 

through 2052. The interest rates ranged from 5.1% to 8.3% in both 2012 and 2011. 

(2) Includes collateralized borrowings from the Federal Home Loan Bank of New York of $280 million and $725 million at December 31, 2012 and 2011, 

respectively. These borrowings are discussed in more detail above. 
(3) Fixed rate senior notes at December 31, 2012 and 2011 include $4,398 million and $3,002 million, respectively, due to related parties.  Maturities of these 

notes range from 2013 through 2042 and interest rates ranged from 0.6% to 14.9% in both 2012 and 2011. These related party notes included $191 million 

and $23 million at December 31, 2012 and 2011, respectively, of notes which were denominated in foreign currency. 

(4) The interest rate on the floating rate Surplus notes ranged from 0.6% to 3.8% in 2012 and 0.5% to 3.6% in 2011. 

(5) Includes $38 million of debt issued in June that is denominated in foreign currency at December 31, 2012. 

(6) The interest rates on the floating rate senior notes ranged from 1.7% to 3.1% in 2012 and 1.2% to 1.3% in 2011. The range of rates in 2011 were for notes due 
to related parties which were prepaid in 2011. 

(7) Assets under set-off arrangements represent a reduction in the amount of fixed-rate surplus notes included in long-term debt, relating to an arrangement where 

valid rights off set-off exist and it is the intent of both parties to settle on a net basis under legally enforceable arrangements.  
 

At December 31, 2012 and 2011, the Company was in compliance with all debt covenants related to the borrowings in the 

above table.  

 

The following table presents, as of December 31, 2012, the Company’s contractual principal payments of its long-term debt: 

 

    Long-term Debt 

  (in millions) 

Calendar Year:    

 2014 .....................................................................................................................................................................................................................................   $ 1,120  

 2015 .....................................................................................................................................................................................................................................    2,180  

 2016 .....................................................................................................................................................................................................................................    718  

 2017 .....................................................................................................................................................................................................................................    734  

 2018 and thereafter ..............................................................................................................................................................................................................    7,259  

  Total .....................................................................................................................................................................................................................................   $ 12,011  

 

Surplus Notes 

 

As of both December 31, 2012 and 2011, $940 million of fixed-rate surplus notes were outstanding to non-affiliates. These 

notes are subordinated to other Prudential Insurance borrowings and policyholder obligations, and the payment of interest and 
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principal may only be made with the prior approval of NJDOBI. NJDOBI could prohibit the payment of the interest and principal 

on the surplus notes if certain statutory capital requirements are not met. At December 31, 2012 and 2011, the Company met these 

statutory capital requirements.   

 

Prudential Insurance’s fixed-rate surplus notes include $500 million of exchangeable surplus notes issued in a private 

placement in 2009 with an interest rate of 5.36% per annum and due September 2019. The surplus notes are exchangeable at the 

option of the holder, in whole but not in part, for shares of Prudential Financial Common Stock beginning in September 2014, or 

earlier upon a fundamental business combination involving Prudential Financial or a continuing payment default. The initial 

exchange rate for the surplus notes is 10.1235 shares of Common Stock per each $1,000 principal amount of surplus notes, which 

represents an initial exchange price per share of Common Stock of $98.78; however, the exchange rate is subject to customary 

anti-dilution adjustments. The exchange rate is also subject to a make-whole decrease in the event of an exchange prior to maturity 

(except upon a fundamental business combination or a continuing payment default), that will result in a reduction in the number of 

shares issued upon exchange (per $1,000 principal amount of surplus notes) determined by dividing a prescribed cash reduction 

value (which will decline over the life of the surplus notes, from $102.62 for an exercise on September 18, 2014 to zero for an 

exercise at maturity) by the price of the Common Stock at the time of exchange. In addition, the exchange rate is subject to a 

customary make-whole increase in connection with an exchange of the surplus notes upon a fundamental business combination 

where 10% or more of the consideration in that business combination consists of cash, other property or securities that are not 

listed on a U.S. national securities exchange. These exchangeable surplus notes are not redeemable by Prudential Insurance prior 

to maturity, except in connection with a fundamental business combination involving Prudential Financial, in which case the 

surplus notes will be redeemable by Prudential Insurance, subject to the noteholders’ right to exchange the surplus notes instead, at 

par or, if greater, a make-whole redemption price.   

 

As of December 31, 2012 and 2011, captive reinsurance subsidiaries had outstanding $2,046 million and $2,045 million, 

respectively, of fixed-rate surplus notes to affiliates. These notes, which finance reserves required under Regulation XXX and 

Guideline AXXX, are subordinated to policyholder obligations, and the payment of principal on the surplus notes may only be 

made with prior approval of the Arizona Department of Insurance. The payment of interest on the surplus notes has been approved 

by the Arizona Department, subject to its ability to withdraw that approval. 

 

During 2011 and 2012, a captive reinsurance subsidiary of Prudential Insurance entered into agreements providing for the 

issuance and sale of up to $1.5 billion of ten-year fixed-rate surplus notes. At December 31, 2012 and 2011, $1,000 million and 

$500 million, respectively of surplus notes were outstanding under these agreements. Under the agreements, the subsidiary 

received debt securities, with a principal amount equal to the surplus notes issued, which are redeemable under certain 

circumstances, including upon the occurrence of specified stress events affecting the subsidiary. Because valid rights of set-off 

exist, interest and principal payments on the surplus notes and on the debt securities are settled on a net basis, and the surplus notes 

are reflected in the Company’s total consolidated borrowings on a net basis. Prudential Financial has agreed to make capital 

contributions to the captive reinsurance subsidiary in order to reimburse it for investment losses in excess of specified amounts and 

has agreed to make payments of principal and interest on the surplus notes in certain cases if payments are not made by the 

subsidiary. Surplus notes issued under this facility are subordinated to policyholder obligations, and the payment of principal on 

the surplus notes may only be made with prior approval of the Arizona Department of Insurance. The payment of interest on the 

surplus notes has been approved by the Arizona Department, subject to its ability to withdraw that approval. 

 

Captive reinsurance subsidiaries have outstanding $3.2 billion of floating-rate surplus notes that were issued in 2006 through 

2008 with unaffiliated institutions to finance reserves required under Regulation XXX and Guideline AXXX. Prudential Financial 

has agreed to maintain the capital of these subsidiaries at or above a prescribed minimum level and has entered into arrangements 

(which are accounted for as derivative instruments) that require it to make certain payments in the event of deterioration in the 

value of these surplus notes. As of December 31, 2012 and 2011, there were no collateral postings made under these derivative 

instruments. These surplus notes are subordinated to policyholder obligations, and the payment of principal on the surplus notes 

may only be made with prior approval of the Arizona Department of Insurance. The payment of interest on the surplus notes has 

been approved by the Arizona Department, subject to its ability to withdraw that approval.  

 

Other 
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Asset-backed notes. On March 30, 2012, Prudential Insurance sold, in a Rule 144A private placement, $1.0 billion 

aggregate principal amount of 2.997% notes with a final maturity of September 30, 2015. The notes are secured by the assets of a 

trust, consisting of approximately $2.8 billion aggregate principal balance of residential mortgage-backed securities deposited into 

the trust by Prudential Insurance.  Payments of interest and principal on the notes will be made only to the extent of funds available 

to the trust in accordance with a priority of payments set forth in the indenture governing the notes.  Prudential Financial 

guaranteed to the holders of the notes the timely payment of all principal and interest due on the notes and any ―make-whole 

payments‖ that may become due as a result of the payment of principal on the notes prior to the scheduled payment date. 
 

Funding Agreement Notes Issuance Program. The Company maintains a Funding Agreement Notes Issuance Program in 

which a statutory trust issues medium-term notes secured by funding agreements issued to the Trust by Prudential Insurance. 

These obligations are included in ―Policyholders’ account balances‖ and not included in the foregoing table.  See Notes 5 and 10 

for further discussion of these obligations. 

 

Interest Expense 

 

In order to modify exposure to interest rate and currency exchange rate movements, the Company utilizes derivative 

instruments, primarily interest rate swaps, in conjunction with some of its debt issues. The impact of these derivative instruments 

are not reflected in the rates presented in the tables above. For those derivative instruments that qualify for hedge accounting 

treatment, there was no material effect on interest expense for the years ended December 31, 2012, 2011, and 2010. See Note 21 

for additional information on the Company’s use of derivative instruments.  

 

 Interest expense for short-term and long-term debt, including interest on affiliated debt, was $488 million, $358 million and 

$318 million, for the years ended December 31, 2012, 2011 and 2010, respectively. Interest expense related to affiliated debt was 

$282 million, $203 million and $155 million for the years ended December 31, 2012, 2011 and 2010, respectively. ―Due to parent 

and affiliates‖ included $46 million and $74 million associated with the affiliated long-term interest payable at December 31, 2012 

and 2011, respectively.  

 

 

15.    EQUITY 

Accumulated Other Comprehensive Income 

The balances of and changes in each component of ―Accumulated other comprehensive income (loss)‖ for the years 

ended December 31, are as follows (net of taxes): 

 

  
Accumulated Other Comprehensive Income (Loss) Attributable to Prudential Insurance 

Company of America 
               

Foreign Currency 

Translation 

Adjustments  

Net Unrealized 

Investment Gains 

(Losses) (1)  

Pension and 

Postretirement 

Unrecognized Net 

Periodic Benefit 

(Cost)  

Total Accumulated 

Other 

Comprehensive 

Income (Loss) 

               (in millions) 

Balance, December 31, 2009 ...............................................................................................................................................................................................   $  105   $  936   $  (1,488)  $  (447) 

Impact of adoption of accounting changes ...........................................................................................................................................................................     -     36     (144)    (108) 

Change in component during year .......................................................................................................................................................................................     2     1,379     322     1,703  

Balance, December 31, 2010 ...............................................................................................................................................................................................     107     2,351     (1,310)    1,148  

Change in component during year .......................................................................................................................................................................................     (27)    1,691     (194)    1,470  

Balance, December 31, 2011 ...............................................................................................................................................................................................     80     4,042     (1,504)    2,618  

Change in component during year  ......................................................................................................................................................................................     5     1,037     (448)    594  
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Balance, December 31, 2012 ...............................................................................................................................................................................................   $  85   $  5,079   $  (1,952)  $  3,212  

 ________  

(1) Includes cash flow hedges. See Note 21 for information on cash flow hedges. 

(2) See Note 2 for additional information on changes in accounting for deferred acquisition costs and pension plans. 

 

Dividend Restrictions 

 

New Jersey insurance law provides that, except in the case of extraordinary dividends (as described below), all dividends or 

other distributions paid by Prudential Insurance may be paid only from unassigned surplus, as determined pursuant to statutory 

accounting principles, less cumulative unrealized investment gains and losses and revaluation of assets as of the prior calendar 

year-end. As of December 31, 2012, Prudential Insurance’s unassigned surplus was $5,668 million, and it recorded applicable 

adjustments for cumulative unrealized investment gains of $2,669 million. Prudential Insurance must give prior notification to the 

New Jersey Department of Banking and Insurance (the ―Department‖) of its intent to pay any such dividend or distribution. Also, 

if any dividend, together with other dividends or distributions made within the preceding twelve months, exceeds the greater of (i) 

10% of Prudential Insurance’s statutory surplus as of the preceding December 31 ($870 million as of December 31, 2012) or (ii) its 

statutory net gain from operations excluding realized investment gains and losses for the twelve month period ending on the 

preceding December 31, ($893 million for the year ended December 31, 2012), the dividend is considered to be an ―extraordinary 

dividend‖ and requires the prior approval of the Department. Under New Jersey insurance law, Prudential Insurance is permitted to 

pay a dividend of $893 million in 2013 without prior approval of the Department. The laws regulating dividends of Prudential 

Insurance’s other insurance subsidiaries domiciled in other states are similar, but not identical, to New Jersey’s. Additionally, 

although prior regulatory approval may not be required by law for the payment of dividends up to the limitations described above, 

in practice, the Company would typically discuss any dividend payments with the applicable regulatory authority prior to payment. 

Additionally, the payment of dividends by Prudential Insurance and its subsidiaries are subject to declaration by their Board of 

Directors and may be affected by market conditions and other factors. 

 

Statutory Net Income, Capital and Surplus  

  

Prudential Insurance and its insurance subsidiaries are required to prepare statutory financial statements in accordance with 

statutory accounting practices prescribed or permitted by the insurance department of the state of domicile. These subsidiaries do 

not utilize prescribed or permitted practices that vary materially from the statutory accounting practices prescribed by the National 

Association of Insurance Commissioners (―NAIC‖). Statutory accounting practices primarily differ from U.S. GAAP by charging 

policy acquisition costs to expense as incurred, establishing future policy benefit liabilities using different actuarial assumptions as 

well as valuing investments and certain assets and accounting for deferred taxes on a different basis. Statutory net income (loss) of 

Prudential Insurance amounted to $1,382 million, $826 million and $1,623 million for the years ended December 31, 2012, 2011 

and 2010, respectively. Statutory capital and surplus of Prudential Insurance amounted to $8,699 million and $8,160 million at 

December 31, 2012 and 2011, respectively.  

 

The Risk Based Capital (―RBC‖) ratio is a primary measure by which the Company and its insurance regulators evaluate the 

capital adequacy of Prudential Insurance and its insurance subsidiaries. The RBC ratio for Prudential Insurance includes both the 

Financial Services Businesses and Closed Block Business. RBC is determined by NAIC-prescribed formulas that consider, among 

other things, risks related to the type and quality of the invested assets, insurance-related risks associated with an insurer’s 

products and liabilities, interest rate risks and general business risks. If Total Adjusted Capital (―TAC‖), as calculated in a manner 

prescribed by the NAIC, falls below the ―Company Action Level‖ RBC of 100%, corrective action is required. Prudential 

Insurance and all of its insurance subsidiaries have capital and surplus levels that exceed their respective regulatory minimum 

requirements.  

 

The New York State Insurance Department recognizes only statutory accounting practices for determining and reporting the 

financial condition and results of operations of an insurance company for determining its solvency under the New York Insurance 

Law and for determining whether its financial condition warrants the payment of a dividend to its policyholders. No consideration 

is given by the New York State Insurance Department to financial statements prepared in accordance with GAAP in making such 

determinations. 
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16.    STOCK-BASED COMPENSATION 

 

In 2012 and prior, Prudential Financial issued stock-based compensation awards to employees of the Company, including 

stock options, restricted stock units, performance shares and performance units, under a plan authorized by Prudential Financial’s 

Board of Directors. 

 

Prudential Financial recognizes the cost resulting from all share-based payments in the financial statements in accordance 

with the authoritative guidance on accounting for stock based compensation and applies the fair value based measurement method 

in accounting for share-based payment transactions with employees except for equity instruments held by employee share 

ownership plans.  

 

The results of operations of the Company for the years ended December 31, 2012, 2011 and 2010, include allocated costs of 

$14 million, $13 million and $13 million, respectively, associated with employee stock options and $39 million, $39 million, and 

$44 million, respectively, associated with employee restricted stock units, performance shares and performance units issued by 

Prudential Financial to certain employees of the Company. 

 

17.    EMPLOYEE BENEFIT PLANS  

Pension and Other Postretirement Plans  

The Company has funded and non-funded non-contributory defined benefit pension plans, which cover substantially all of 

its employees as well as employees of certain destacked subsidiaries. For some employees, benefits are based on final average 

earnings and length of service, while benefits for other employees are based on an account balance that takes into consideration 

age, service and earnings during their career.  

The Company provides certain health care and life insurance benefits for its retired employees (including those of certain 

destacked subsidiaries), their beneficiaries and covered dependents (―other postretirement benefits‖). The health care plan is 

contributory; the life insurance plan is non-contributory. Substantially all of the Company’s U.S. employees may become eligible 

to receive other postretirement benefits if they retire after age 55 with at least 10 years of service or under certain circumstances 

after age 50 with at least 20 years of continuous service. The Company has elected to amortize its transition obligation for other 

postretirement benefits over 20 years. 

Effective December 2012, the Company adopted retrospectively a change in method of applying an accounting principle 

for the Company’s pension plans.  The new accounting method changes the calculation of market related value of pension plan 

assets used to determine net periodic benefit cost but has no impact on the funded status of the plans.  The Company previously 

calculated market related value for pensions by recognizing changes in fair value of plan assets over a period of five years on all 

classes of assets (U.S Equities, International Equities, Fixed Maturities (including short term investments) Real Estate and Other).  

As a result of the change in accounting method the Company will no longer recognize changes in fair value of fixed maturity 

assets over a period of five years.  Instead, changes in fair value for fixed maturity assets, including short term investments, will be 

recognized immediately for purposes of the market-related value.  However, the Company will continue to recognize changes in 

fair value of all other classes of its plan assets including U.S. Equities, International Equities, Real Estate and Other Assets over a 

five year period.  

      

The Company’s investment philosophy for pension plan assets uses a cash flow matching approach relative to the pension 

plan’s Projected Benefit Obligation (―PBO‖).  Under the matching approach cash flows from fixed maturity investments 

(including short term investments) are expected to match cash flows used to pay the plans’ benefits, in both amount and timing.  

Immediately recognizing changes in fair value for fixed maturity investments better aligns the value of these assets for purpose of 

calculating net periodic benefit cost under the new accounting method with this investment philosophy as well as with the 

recognition of changes in the PBO in the calculation of net periodic benefit cost.  

 

The Company views the periodic benefit cost determined under the new method of accounting as providing improved 

transparency and better reflecting the ongoing economics of the plans, which is why the Company considers it a preferable method 

of calculating net periodic benefit cost.  All of the other asset classes of plan assets including US Equities, International Equities, 
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Real Estate and Other Assets will continue to be recognized over five years to reduce the volatility in the unrecognized gains and 

losses of these investments.  See Note 2, Significant Accounting Policies and Pronouncements, for the impact of the change on 

amounts previously reported for 2011 and 2010.   

 

Prepaid benefits costs and accrued benefit liabilities are included in ―Other assets‖ and ―Other liabilities,‖ respectively, in 

the Company’s Consolidated Statements of Financial Position. The status of these plans as of December 31, 2012 and 2011, is 

summarized below:  

 

  Pension Benefits  Other Postretirement Benefits 

  2012   2011   2012   2011  

   (in millions) 

Change in benefit obligation             

Benefit obligation at the beginning of period  ......................................................................................................................................................................   $  (9,236)    (8,230)  $  (2,260)    (2,116) 

Acquisition/divestiture  ........................................................................................................................................................................................................       8     -    3  

Service cost  .........................................................................................................................................................................................................................     (157)    (137)    (13)    (10) 

Interest cost  .........................................................................................................................................................................................................................     (443)    (454)    (100)    (109) 

Plan participants’ contributions  ...........................................................................................................................................................................................    -    -     (27)    (26) 

Medicare Part D subsidy receipts  ........................................................................................................................................................................................    -    -     (17)    (11) 

Early retirement reinsurance program receipts  ...................................................................................................................................................................    -    -     -    (14) 

Amendments  .......................................................................................................................................................................................................................    53    -    -    -  

Annuity purchase  ................................................................................................................................................................................................................    1    -    -    -  

Actuarial gains/(losses), net  ................................................................................................................................................................................................     (1,039)    (976)    (127)    (181) 

Settlements  ..........................................................................................................................................................................................................................    -    -    -    -  

Curtailments  ........................................................................................................................................................................................................................    -    22    -    -  

Special termination benefits  ................................................................................................................................................................................................    (2)   (3)   -    -  

Benefits paid  .......................................................................................................................................................................................................................     536     534     199     210  

Foreign currency changes and other ....................................................................................................................................................................................     (9)    -    (2)    (6) 

Benefit obligation at end of period .......................................................................................................................................................................................   $  (10,296)  $  (9,236)  $  (2,347)  $  (2,260) 

             

Change in plan assets             

Fair value of plan assets at beginning of period  ..................................................................................................................................................................   $  11,717   $  10,508   $  1,344   $  1,495  

Actual return on plan assets  ................................................................................................................................................................................................     1,089     1,620     141     5  

Annuity purchase  ................................................................................................................................................................................................................    (1)   -    -    -  

Employer contributions  .......................................................................................................................................................................................................     71     126     16     14  

Plan participants’ contributions  ...........................................................................................................................................................................................    -    -     27     26  

Early retirement reinsurance program receipts  ...................................................................................................................................................................    -    -     -    14  

Disbursement for settlements  ..............................................................................................................................................................................................    -    -    -    -  

Benefits paid  .......................................................................................................................................................................................................................     (536)    (534)    (199)    (210) 

Foreign currency changes and other ....................................................................................................................................................................................     12     (3)   -    -  

Fair value of plan assets at end of period .............................................................................................................................................................................   $  12,352   $  11,717   $  1,329   $  1,344  

             

Funded status at end of period  .........................................................................................................................................................................................   $  2,056   $  2,481   $  (1,018)  $  (916) 

             

Amounts recognized in the Statements of Financial Position             

Prepaid benefit cost  .............................................................................................................................................................................................................   $  3,130   $  3,389   $ -   $ -  

Accrued benefit liability  ......................................................................................................................................................................................................     (1,074)    (908)    (1,018)    (916) 
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Net amount recognized  .......................................................................................................................................................................................................   $  2,056   $  2,481   $  (1,018)  $  (916) 

             

Items recorded in ―Accumulated other comprehensive income‖             

not yet recognized as a component of net periodic (benefit) cost:             

Transition obligation  ...........................................................................................................................................................................................................   $ -   $ -   $  -   $  -  

Prior service cost  .................................................................................................................................................................................................................     (16)    59     (30)    (42) 

Net actuarial loss  .................................................................................................................................................................................................................     2,244     1,255     877     852  

Net amount not recognized  .................................................................................................................................................................................................   $  2,228   $  1,314   $  847   $  810  

             
Accumulated benefit obligation  ..........................................................................................................................................................................................   $  (9,800)  $  (8,778)  $  (2,347)  $  (2,260) 

 

In addition to the plan assets above, the Company in 2007 established an irrevocable trust, commonly referred to as a ―rabbi 

trust,‖ for the purpose of holding assets of the Company to be used to satisfy its obligations with respect to certain non-qualified 

retirement plans ($971 million and $813 million benefit obligation at December 31, 2012 and 2011, respectively). Assets held in 

the rabbi trust are available to the general creditors of the Company in the event of insolvency or bankruptcy. The Company may 

from time to time in its discretion make contributions to the trust to fund accrued benefits payable to participants in one or more of 

the plans, and, in the case of a change in control of the Company, as defined in the trust agreement, the Company will be required 

to make contributions to the trust to fund the accrued benefits, vested and unvested, payable on a pretax basis to participants in the 

plans.  As of December 31, 2012 and 2011, the assets in these trusts had a carrying value of $445 million and $404 million, 

respectively. 

The Company also maintains a separate rabbi trust established at the time of the combination of its retail securities brokerage 

and clearing operations with those of Wachovia for the purpose of holding assets of the Company to be used to satisfy its 

obligations with respect to certain non-qualified retirement plans ($80 million and $78 million benefit obligation at December 31, 

2012 and 2011, respectively), as well as certain cash-based deferred compensation arrangements. As of December 31, 2012 and 

2011, the assets in the trust had a carrying value of $135 million and $134 million, respectively. 

Pension benefits for foreign plans comprised 2% and 2% of the ending benefit obligation for 2012 and 2011. Foreign 

pension plans comprised 2% of the ending fair value of plan assets for 2012 and 2011. There are no material foreign postretirement 

plans.  

 

  Information for pension plans with a projected benefit obligation in excess of plan assets 

         
    2012   2011  

         
     (in millions) 

         

 Projected benefit obligation ...........................................................................................................................................................................................................................   $  1,074   $  908  

 Fair value of plan assets ................................................................................................................................................................................................................................     -     -  

         

  Information for pension plans with an accumulated benefit obligation in excess of plan assets 

         
    2012   2011  

         
     (in millions) 

         

 Accumulated benefit obligation .....................................................................................................................................................................................................................   $  921   $  759  

 Fair value of plan assets ................................................................................................................................................................................................................................     -     -  
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In 2012 the pension plans purchased annuity contracts from Prudential Insurance for $1 million.  There were no purchases of 

annuity contracts in 2010 from Prudential Insurance. The approximate future annual benefit payment payable by Prudential 

Insurance for all annuity contracts was $18 million and $18 million as of December 31, 2012 and 2011, respectively.  

There were pension plan amendments in 2012.  In 2012 the benefit obligation for pension benefits decreased $53 million to 

reduce future pension benefits associated with the cash balance feature of certain plans.  There were no pension plan amendments 

in 2010.  There were no postretirement plan amendments in 2012 and 2011.  

Components of Net Periodic Benefit Cost 

Net periodic (benefit) cost included in ―General and administrative expenses‖ in the Company’s Consolidated Statements of 

Operations for the years ended December 31, includes the following components: 

 

  Pension Benefits  Other Postretirement Benefits 

  2012   2011   2010   2012   2011   2010  

   (in millions) 

                     

Service cost  .........................................................................................................................................................................................................................   $ 157   $ 137   $ 133   $ 13   $ 10   $ 10  

Interest cost  .........................................................................................................................................................................................................................    443    454    450    100    109    113  

Expected return on plan assets (2)  ......................................................................................................................................................................................    (806)   (754)   (752)   (88)   (98)   (107) 

Amortization of transition obligation  ..................................................................................................................................................................................    -    -    -    -    1    1  

Amortization of prior service cost  .......................................................................................................................................................................................    22    23    23    (12)   (12)   (12) 

Amortization of actuarial (gain) loss, net (2)  ......................................................................................................................................................................    30    26    26    55    36    39  

Settlements  ..........................................................................................................................................................................................................................    -    -    -    -    -    -  

Curtailments .........................................................................................................................................................................................................................    -    (18)   -    -    -    -  

Special termination benefits  ................................................................................................................................................................................................    2    3    -    -    -    -  

Net periodic (benefit) cost (1) ..............................................................................................................................................................................................   $ (152)  $ (129)  $ (120)  $ 68   $ 46   $ 44  

 
(1) Includes net periodic (benefit) cost for pensions of $0 million, ($18) million and $1 million for 2012, 2011 and 2010, respectively, that have been 

classified as discontinued operations. 

(2) 2011 and 2010 have been restated to reflect the change in the calculation of market related value as described above. 

(3) Certain employees were provided special termination benefits under non-qualified plans in the form of unreduced early 

retirement benefits as a result of their involuntary termination.  

Changes in Accumulated Other Comprehensive Income 

The amounts recorded in ―Accumulated other comprehensive income‖ as of the end of the period, which have not yet  been 

recognized as a component of net periodic (benefit) cost, and the related changes in these items during the period that are 

recognized in ―Other Comprehensive Income‖ are as follows: 

 

   Pension Benefits  Other Postretirement Benefits 

   
Transition 

Obligation  

Prior Service 

Cost  

Net Actuarial 

(Gain) Loss  

Transition 

Obligation  

Prior Service 

Cost  

Net Actuarial 

(Gain) Loss 

                    
    (in millions) 

                     

Balance,  December 31, 2009 ........................................................................................................................................................................................................................   $ -   $  105   $  1,896   $  1   $  (65)  $  660  
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   Amortization for the period  ........................................................................................................................................................................................................................    -     (23)    (26)    (1)    12     (39) 

   Deferrals for the period ...............................................................................................................................................................................................................................    -    -    
 (413) 

  -    -    
 (5) 

   Impact of foreign currency changes and other  ............................................................................................................................................................................................    
-  

  
(1) 

  
 (7) 

  
1  

  
(1) 

   1  

Balance,  December 31, 2010 ........................................................................................................................................................................................................................     -     81     1,450     1     (54)    617  

 
  Amortization for the period   .......................................................................................................................................................................................................................   

 -    (23)   (26)   (1)   12    (36) 

 
  Deferrals for the period ...............................................................................................................................................................................................................................   

 -    -    110    -    -    274  

 
  Impact of foreign currency changes and other  ............................................................................................................................................................................................   

 
-  

  
1  

  
(13) 

  
-  

  
-  

  
(3) 

Balance,  December 31, 2011 ........................................................................................................................................................................................................................   $  -   $  59   $  1,521   $  -   $  (42)  $  852  

 
  Amortization for the period   .......................................................................................................................................................................................................................   

 -    (22)   (30)   -    12    (54) 

 
  Deferrals for the period ...............................................................................................................................................................................................................................   

 -    (53)   756    -    -    74  

 
  Impact of foreign currency changes and other  ............................................................................................................................................................................................   

 
-  

  
-  

  
(3) 

  
-  

  
-  

  
5  

Balance,  December 31, 2012 ........................................................................................................................................................................................................................   $  -   $  (16)  $  2,244   $  -   $  (30)  $  877  

 

         The amounts included in ―Accumulated other comprehensive income‖ expected to be recognized as components of net 

periodic (benefit) cost in 2013 are as follows: 

        

   Pension Benefits  

Other 

Postretirement 

Benefits 

   (in millions) 

Amortization of transition obligation  ..................................................................................................................................................................................   $  -   $  -  

Amortization of prior service cost  .......................................................................................................................................................................................     (3)    (12) 

Amortization of actuarial (gain) loss, net  ............................................................................................................................................................................     75     55  

Total .....................................................................................................................................................................................................................................   $  72   $  43  

 
The Company’s assumptions related to the calculation of the domestic benefit obligation (end of period) and the 

determination of net periodic (benefit) cost (beginning of period) are presented in the table below: 

 

  Pension Benefits  Other Postretirement Benefits 

  2012   2011   2010   2012   2011   2010  

Weighted-average assumptions             

Discount rate (beginning of period)  ..............................................................................................................................................................................................................   4.85%  5.60%  5.75%  4.60%  5.35%  5.50% 

Discount rate (end of period)  ........................................................................................................................................................................................................................   4.05%  4.85%  5.60%  3.85%  4.60%  5.35% 

Rate of increase in compensation levels (beginning of period)  ....................................................................................................................................................................   4.50%  4.50%  4.50%  N/A  N/A  N/A 

Rate of increase in compensation levels (end of period)  ..............................................................................................................................................................................   4.50%  4.50%  4.50%  N/A  N/A  N/A 

Expected return on plan assets (beginning of period)  ...................................................................................................................................................................................   6.75%  7.00%  7.50%  7.00%  7.50%  8.00% 

Health care cost trend rates (beginning of period)  ........................................................................................................................................................................................   N/A  N/A  N/A  5.00-7.50%  5.00-7.50%  5.00-7.50% 

Health care cost trend rates (end of period)  ..................................................................................................................................................................................................   N/A  N/A  N/A  5.00-7.50%  5.00-7.50%  5.00-7.50% 

For 2012, 2011 and 2010, the ultimate health care cost trend rate after             

 gradual decrease until: 2017, 2017, 2015 (beginning of period) ...................................................................................................................................................................   N/A  N/A  N/A  5.00%  5.00%  5.00% 

For 2012, 2011 and 2010, the ultimate health care cost trend rate              

 after gradual decrease until: 2019, 2017, 2017 (end of period)  ....................................................................................................................................................................   N/A  N/A  N/A  5.00%  5.00%  5.00% 

 
The domestic discount rate used to value the pension and postretirement obligations at December 31, 2012 and December 

31, 2011 is based upon the value of a  portfolio of Aa investments whose cash flows would be available to pay the benefit 

obligation's cash flows when due.  The portfolio is selected from a compilation of approximately 670 Aa-rated bonds across the 
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full range of maturities.  Since yields can vary widely at each maturity point, the Company generally avoids using the highest and 

lowest yielding bonds at the maturity points, so as to avoid relying on bonds that might be mispriced or misrated.  This refinement 

process generally results in having a distribution from the 10th to 90th percentile. The Aa portfolio is then selected and, 

accordingly, its value is a measure of the benefit obligation at December 31, 2012 and December 31, 2011.  A single equivalent 

discount rate is calculated to equate the value of the Aa portfolio to the cash flows for the benefit obligation.  The result is rounded 

to the nearest 5 basis points and the benefit obligation is recalculated using the rounded discount rate. 

The pension and postretirement expected long-term rates of return on plan assets for 2012 were determined based upon an 

approach that considered an expectation of the allocation of plan assets during the measurement period of 2012. Expected returns 

are estimated by asset class as noted in the discussion of investment policies and strategies below. Expected returns on asset 

classes are developed using a building-block approach that is forward looking and are not strictly based upon historical returns. 

The building blocks for equity returns include inflation, real return, a term premium, an equity risk premium, capital appreciation, 

effect of active management, expenses and the effect of rebalancing.  The building blocks for fixed maturity returns include 

inflation, real return, a term premium, credit spread, capital appreciation, effect of active management, expenses and the effect of 

rebalancing. 

The Company applied the same approach to the determination of the expected long-term rate of return on plan assets in 

2013.  The expected rate of return for 2013 is 6.25% and 7.00% for pension and postretirement, respectively. 

The assumptions for foreign pension plans are based on local markets. There are no material foreign postretirement plans. 

Assumed health care cost trend rates have a significant effect on the amounts reported for the health care plan. A one-

percentage point increase and decrease in assumed health care cost trend rates would have the following effects: 

 

  

Other 

Postretirement 

Benefits 

  (in millions) 

One percentage point increase    

Increase in total service and interest costs   .........................................................................................................................................................................   $  9  

Increase in postretirement benefit obligation  ......................................................................................................................................................................     175  

    

One percentage point decrease    

Decrease in total service and interest costs  .........................................................................................................................................................................   $  6  

Decrease in postretirement benefit obligation  .....................................................................................................................................................................     139  

 
Plan Assets 

 

The investment goal of the domestic pension plan assets is to generate an above benchmark return on a diversified portfolio 

of stocks, bonds and other investments.  The cash requirements for a pension obligation, which include a traditional formula 

principally representing payments to annuitants and a cash balance formula that allows lump sum payments and annuity payments, 

are designed to be met by the bonds and short term investments in the portfolio.  The pension plan risk management practices 

include guidelines for asset concentration, credit rating and liquidity. The pension plan does not invest in leveraged derivatives. 

Derivatives such as futures contracts are used to reduce transaction costs and change asset concentration, while interest rate swaps 

and futures are used to adjust duration. 

 

The investment goal of the domestic postretirement plan assets is to generate an above benchmark return on a diversified 

portfolio of stocks, bonds, and other investments, while meeting the cash requirements for the postretirement obligation that 

includes a medical benefit including prescription drugs, a dental benefit, and a life benefit. The postretirement plans risk 

management practices include guidelines for asset concentration, credit rating, liquidity, and tax efficiency. The postretirement 

plan does not invest in leveraged derivatives. Derivatives such as futures contracts are used to reduce transaction costs and change 

asset concentration, while interest rate swaps and futures are used to adjust duration. 
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The plan fiduciaries for the Company’s pension and postretirement plans have developed guidelines for asset allocations 

reflecting a percentage of total assets by asset class, which are reviewed on an annual basis. Asset allocation targets as of the 

December 31, 2012 are as follows: 

 

 

 

  Pension  Postretirement 

  Minimum  Maximum  Minimum  Maximum 

         Asset Category         

U.S. Equities ........................................................................................................................................................................................................................   4%  18%  44%  58% 

International Equities ...........................................................................................................................................................................................................   4%  19%  1%  9% 

Fixed Maturities ...................................................................................................................................................................................................................   54%  72%  1%  45% 

Short-term Investments ........................................................................................................................................................................................................   0%  14%  0%  50% 

Real Estate ...........................................................................................................................................................................................................................   2%  11%  0%  0% 

Other ....................................................................................................................................................................................................................................   0%  13%  0%  0% 

 
 

To implement the investment strategy, plan assets are invested in funds that primarily invest in securities that correspond to 

one of the asset categories under the investment guidelines. However, at any point in time, some of the assets in a fund may be of a 

different nature than the specified asset category.  

 

  Assets held with Prudential Insurance are in either pooled separate accounts or single client separate accounts.  Pooled 

separate accounts hold assets for multiple investors.  Each investor owns a ―unit of account.‖  Single client separate accounts hold 

assets for only one investor, the domestic qualified pension plan and each security in the fund is treated as individually owned.  

Assets held with a bank are either in common/collective trusts or single client trusts. Common or collective trusts hold assets for 

more than one investor.  Each investor owns a ―unit of account.‖  Single client trusts hold assets for only one investor, the  

domestic qualified pension plan and each security in the fund is treated as individually owned.     

 

There were no investments in Prudential Financial Common Stock as of December 31, 2012 and December 31, 2011 for 

either the pension or postretirement plans. Pension plan assets of $9,239 million and $8,262 million are included in the Company’s 

separate account assets and liabilities as of December 31, 2012 and December 31, 2011, respectively.  

 

The authoritative guidance around fair value established a framework for measuring fair value.  Fair value is disclosed using 

a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value, as described in Note 19.  

  

The following describes the valuation methodologies used for pension and postretirement plans assets measured at fair 

value.  

 

Insurance Company Pooled Separate Accounts, Common or Collective Trusts, and United Kingdom Insurance Pooled 

Funds – Insurance company pooled separate accounts are invested via group annuity contracts issued by Prudential Insurance. 

Assets are represented by a ―unit of account.‖  The redemption value of those units is based on a per unit value whose value is the 

result of the accumulated values of underlying investments. The underlying investments are valued in accordance with the 

corresponding valuation method for the investments held.  

Equities – See Note 19 for a discussion of the valuation methodologies for equity securities.   

U.S. Government Securities (both Federal and State & Other), Non–U.S. Government Securities, and Corporate Debt - See 

Note 19 for a discussion of the valuation methodologies for fixed maturity securities.   

Interest Rate Swaps – See Note 19 for a discussion of the valuation methodologies for derivative instruments.   
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Guaranteed Investment Contract - The value is based on contract cash flows and available market rates for similar 

investments. 

Registered Investment Companies (Mutual Funds) - Securities are priced at the net asset value (―NAV‖) of shares. 

Unrealized Gain (Loss) on Investment of Securities Lending Collateral - This value is the contractual position relative to the 

investment of securities lending collateral.  

Real Estate - The values are determined through an independent appraisal process. The estimate of fair value is based on 

three approaches; (1) current cost of reproducing the property less deterioration and functional/economic obsolescence; (2) 

discounting a series of income streams and reversion at a specific yield or by directly capitalizing a single year income estimate by 

an appropriate factor; and (3) value indicated by recent sales of comparable properties in the market. Each approach requires the 

exercise of subjective judgment.  

Short-term Investments - Securities are valued initially at cost and thereafter adjusted for amortization of any discount or 

premium (i.e., amortized cost). Amortized Cost approximates fair value.  

Partnerships - The value of interests owned in partnerships is based on valuations of the underlying investments that include 

private placements, structured debt, real estate, equities, fixed maturities, commodities and other investments. 

Structured Debt (Gateway Recovery Trust) - The value is based primarily on unobservable inputs including probability 

weighted cash flows and reinvestment yield assumptions. 

Hedge Funds - The value of interests in the hedge funds is based on the underlying investments that include equities, debt 

and other investments. 

 Variable Life Insurance Policies – These assets are held in group and individual variable life insurance policies issued by 

Prudential Insurance.  Group policies are invested in Insurance Company Pooled Separate Accounts.  Individual policies are 

invested in Registered Investment Companies (Mutual Funds). The value of interests in these policies is the cash surrender value 

of the policies based on the underlying investments.  

 

Pension plan asset allocations in accordance with the investment guidelines are as follows: 

 

      As of December 31, 2012 

      Level 1  Level 2  Level 3   Total 

      (in millions) 

U.S. Equities:             
 Pooled separate accounts (1) ...............................................................................................................................................................................................   $ -   $  1,143   $ -   $  1,143  

 Common/collective trusts (1) ..............................................................................................................................................................................................    -     82    -     82  
   Sub-total ..............................................................................................................................................................................................................................              1,225  

                 

International Equities:             

 Pooled separate accounts (2) ...............................................................................................................................................................................................    -     278    -     278  

 Common/collective trusts (3) ..............................................................................................................................................................................................    -     102    -     102  

 United Kingdom insurance pooled funds (4) .......................................................................................................................................................................    -     69    -     69  

   Sub-total ..............................................................................................................................................................................................................................              449  

                 

Fixed Maturities:             

 Pooled separate accounts (5) ...............................................................................................................................................................................................    -     1,077    32     1,109  

 Common/collective trusts (6) ..............................................................................................................................................................................................    -     264    -     264  

 U.S. government securities (federal):             

  Mortgage backed ..................................................................................................................................................................................................................    -     3    -     3  

  Other U.S. government securities  .......................................................................................................................................................................................    -     1,154    -     1,154  

 U.S. government securities (state & other) ..........................................................................................................................................................................    -     747    -     747  
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 Non-U.S. government securities ..........................................................................................................................................................................................    -     5    -     5  

 United Kingdom insurance pooled funds (7) .......................................................................................................................................................................    -     221    -     221  

 Corporate Debt:             

  Corporate bonds (8) .............................................................................................................................................................................................................    -     3,882     12     3,894  

  Asset backed ........................................................................................................................................................................................................................    -     17    -     17  

  Collateralized Mortgage Obligations (CMO) (9) .................................................................................................................................................................    -     293    -     293  

 Interest rate swaps (Notional amount: $978) .......................................................................................................................................................................    -     (4)   -     (4) 

 Other (10) ............................................................................................................................................................................................................................     735     (4)    58     789  

 Unrealized gain (loss) on investment of securities lending              

  collateral (11) .......................................................................................................................................................................................................................    -     (44)   -     (44) 

   Sub-total ..............................................................................................................................................................................................................................              8,448  

                 

Short-term Investments:             

 Pooled separate accounts .....................................................................................................................................................................................................    -     418    -     418  

 United Kingdom insurance pooled funds ............................................................................................................................................................................    -    -    -     -  

   Sub-total ..............................................................................................................................................................................................................................              418  

                 

Real Estate:             

 Pooled separate accounts (12) .............................................................................................................................................................................................    -    -     322     322  

 Partnerships .........................................................................................................................................................................................................................    -    -     185     185  

   Sub-total ..............................................................................................................................................................................................................................              507  

                 

Other:             

 Partnerships .........................................................................................................................................................................................................................    -    -     598     598  

 Hedge funds .........................................................................................................................................................................................................................    -    -     707     707  

   Sub-total ..............................................................................................................................................................................................................................              1,305  

    Total .....................................................................................................................................................................................................................................   $  735   $  9,703   $  1,914   $  12,352  

 

      As of December 31, 2011 

      Level 1  Level 2  Level 3   Total 

      (in millions) 

U.S. Equities:             
 Pooled separate accounts (1) ...............................................................................................................................................................................................   $ -   $  900   $ -   $  900  

 Common/collective trusts (1) ..............................................................................................................................................................................................    -     54    -     54  
   Sub-total ..............................................................................................................................................................................................................................              954  

                 

International Equities:             

 Pooled separate accounts (2) ...............................................................................................................................................................................................    -     33    -     33  

 Common/collective trusts (3) ..............................................................................................................................................................................................    -     163    -     163  

 United Kingdom insurance pooled funds (4) .......................................................................................................................................................................    -     68    -     68  

   Sub-total ..............................................................................................................................................................................................................................              264  

                 

Fixed Maturities:             

 Pooled separate accounts (5) ...............................................................................................................................................................................................    -     1,006    20     1,026  

 Common/collective trusts (6) ..............................................................................................................................................................................................    -     313    -     313  

 U.S. government securities (federal):             

  Mortgage backed ..................................................................................................................................................................................................................    -     4    -     4  
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  Other U.S. government securities  .......................................................................................................................................................................................    -     2,031    -     2,031  

 U.S. government securities (state & other) ..........................................................................................................................................................................    -     653    -     653  

 Non-U.S. government securities ..........................................................................................................................................................................................    -     17    -     17  

 United Kingdom insurance pooled funds (7) .......................................................................................................................................................................    -     176    -     176  

 Corporate Debt:             

  Corporate bonds (8) .............................................................................................................................................................................................................    -     3,712     12     3,724  

  Asset backed ........................................................................................................................................................................................................................    -     17    -     17  

  Collateralized Mortgage Obligations (CMO) (9) .................................................................................................................................................................    -     639    -     639  

 Interest rate swaps (Notional amount: $559) .......................................................................................................................................................................    -     (21)   -     (21) 

 Other (10) ............................................................................................................................................................................................................................     46     2     62     110  

 Unrealized gain (loss) on investment of securities lending              

  collateral (13) .......................................................................................................................................................................................................................    -     (141)   -     (141) 

   Sub-total ..............................................................................................................................................................................................................................              8,548  

                 

Short-term Investments:             

 Pooled separate accounts .....................................................................................................................................................................................................    -     292    -     292  

 United Kingdom insurance pooled funds ............................................................................................................................................................................    -     6    -     6  

   Sub-total ..............................................................................................................................................................................................................................              298  

                 

Real Estate:             

 Pooled separate accounts (12) .............................................................................................................................................................................................    -    -     318     318  

 Partnerships .........................................................................................................................................................................................................................    -    -     105     105  

   Sub-total ..............................................................................................................................................................................................................................              423  

                 

Other:             

 Partnerships .........................................................................................................................................................................................................................    -    -     552     552  

 Hedge funds .........................................................................................................................................................................................................................    -    -     678     678  

   Sub-total ..............................................................................................................................................................................................................................              1,230  

    Total .....................................................................................................................................................................................................................................   $  46   $  9,924   $  1,747   $  11,717  

 
 _____________  

(1) These categories invest in U.S. equity funds whose objective is to track or outperform various indexes.   

(2) This category invests in large cap international equity fund whose objective is to track an index. 

(3) This category invests in international equity funds, primarily large cap, whose objective is to outperform various indexes.  
(4) This category invests in an international equity fund whose objective is to track an index. 

(5) This category invests in bond funds, primarily highly rated private placement securities.  

(6) This category invests in bond funds, primarily highly rated public securities whose objective is to outperform an index.  
(7) This category invests in bond funds, primarily highly rated corporate securities. 

(8) This category invests in highly rated corporate securities. 

(9) This category invests in highly rated Collateralized Mortgage Obligations.  
(10) Primarily cash and cash equivalents, short term investments, payables and receivables and open future contract positions (including fixed income collateral). 

(11) The contractual net value of the investment of securities lending collateral invested in primarily short-term bond funds is $682 million and the liability for 

securities lending collateral is $726 million. 
(12) This category invests in commercial real estate and real estate securities funds, whose objective is to outperform an index  

(13) The contractual value of investments of securities lending collateral invested in primarily short-term bond funds is $1,289 million and the liability for 

securities lending collateral is $1,430 million.  
 

Changes in Fair Value of Level 3 Pension Assets 

 

      Year Ended December 31, 2012 

         Fixed       
      Fixed  Maturities -       



 

THE PRUDENTIAL INSURANCE COMPANY OF AMERICA 

Notes to Consolidated Financial Statements 

B-78 

 

      Maturities -  Corporate     Real Estate - 

      Pooled  Debt -  Fixed  Pooled 

      Separate   Corporate  Maturities -  Separate 

      Accounts  Bonds  Other  Accounts 

  (in millions) 

Fair Value, beginning of period ...........................................................................................................................................................................................   $ 20   $ 12   $  62   $ 318  

 Actual Return on Assets:             

  Relating to assets still held at the reporting date ..................................................................................................................................................................    2    (1)   -     40  

  Relating to assets sold during the period..............................................................................................................................................................................    -    -    -     (1) 

 Purchases, sales and settlements ..........................................................................................................................................................................................    10    -     (4)    (35) 

 Transfers in and /or out of Level 3 ......................................................................................................................................................................................    -    1    -    -  

Fair Value, end of period .....................................................................................................................................................................................................   $  32   $ 12   $  58   $  322  

                 

         Year Ended December 31, 2012 

         Real Estate -  Other -  Other - Hedge 

         Partnerships  Partnerships  Fund 

     (in millions) 

Fair Value, beginning of period ...........................................................................................................................................................................................   $ 105   $ 552   $ 678  

 Actual Return on Assets:          

  Relating to assets still held at the reporting date ..................................................................................................................................................................     5     32     57  

  Relating to assets sold during the period..............................................................................................................................................................................    -    -    -  

 Purchases, sales and settlements ..........................................................................................................................................................................................    75     14    (28) 

 Transfers in and /or out of Level 3 ......................................................................................................................................................................................    -    -    -  

Fair Value, end of period .....................................................................................................................................................................................................   $ 185   $  598   $  707  

 

      Year Ended December 31, 2011 

         Fixed       
      Fixed  Maturities -       
      Maturities -  Corporate     Real Estate - 

      Pooled  Debt -  Fixed  Pooled 

      Separate  Corporate  Maturities -  Separate  

      Accounts  Bonds  Other  Accounts 

  (in millions) 

Fair Value, beginning of period ...........................................................................................................................................................................................   $ -   $ 10   $  (8)  $ 216  

 Actual Return on Assets:             

  Relating to assets still held at the reporting date ..................................................................................................................................................................    -    -    -     39  

  Relating to assets sold during the period..............................................................................................................................................................................    -    -    -     16  

 Purchases, sales and settlements ..........................................................................................................................................................................................    20    (1)    70     47  

 Transfers in and /or out of Level 3 ......................................................................................................................................................................................    -    3    -    -  

Fair Value, end of period .....................................................................................................................................................................................................   $  20   $ 12   $ 62   $  318  

                 

      Year Ended December 31, 2011 

         Other -      
      Real Estate -  Structured  Other -  Other - Hedge 

      Partnerships  Debt  Partnerships  Fund 

  (in millions) 
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Fair Value, beginning of period ...........................................................................................................................................................................................   $ 42   $ 658   $ 219   $ 570  

 Actual Return on Assets:             

  Relating to assets still held at the reporting date ..................................................................................................................................................................    -    -     22     (20) 

  Relating to assets sold during the period..............................................................................................................................................................................    -    44    11    2  

 Purchases, sales and settlements ..........................................................................................................................................................................................     63    (702)    300    126  

 Transfers in and /or out of Level 3 ......................................................................................................................................................................................    -    -    -    -  

Fair Value, end of period .....................................................................................................................................................................................................   $  105   $ -   $  552   $  678  

 

          Postretirement plan asset allocations in accordance with the investment guidelines are as follows: 

                 
      As of December 31, 2012 

      Level 1  Level 2  Level 3   Total 

      (in millions) 

U.S. Equities:             
 Variable Life Insurance Policies (1) ....................................................................................................................................................................................    -     493    -     493  
 Common trusts (2) ...............................................................................................................................................................................................................    -     100    -     100  

 Equities ................................................................................................................................................................................................................................     104    -    -     104  

   Sub-total ..............................................................................................................................................................................................................................              697  

                 

International Equities:             

 Variable Life Insurance Policies (3) ....................................................................................................................................................................................    -     52    -    52  

 Common trusts (4) ...............................................................................................................................................................................................................    -     18    -     18  

   Sub-total ..............................................................................................................................................................................................................................              70  

                 

Fixed Maturities:             

 Common trusts (5) ...............................................................................................................................................................................................................    -     29    -     29  

 U.S. government securities (federal):             

   Mortgage Backed ................................................................................................................................................................................................................    -     12    -     12  

   Other U.S. government securities ........................................................................................................................................................................................    -     138    -     138  

 U.S. government securities (state & other) ..........................................................................................................................................................................    -     3    -     3  

 Non-U.S. government securities ..........................................................................................................................................................................................    -     8    -     8  

 Corporate Debt:             

  Corporate bonds (6) .............................................................................................................................................................................................................    -     195     2     197  

  Asset Backed........................................................................................................................................................................................................................    -     57    -     57  

  Collateralized Mortgage Obligations (CMO) (7) .................................................................................................................................................................    -     70    -     70  

 Interest rate swaps (Notional amount: $681) .......................................................................................................................................................................    -     (8)   -     (8) 

 Other (8) ..............................................................................................................................................................................................................................     47    -     (4)    43  

 Unrealized gain (loss) on investment of securities lending             

  collateral (9) .........................................................................................................................................................................................................................    -    -    -    -  

   Sub-total ..............................................................................................................................................................................................................................              549  

                 

Short-term Investments:             

 Variable Life Insurance Policies             

  Pooled separate accounts .....................................................................................................................................................................................................    -     1    -     1  

 Registered investment companies .......................................................................................................................................................................................     12    -    -     12  

   Sub-total ..............................................................................................................................................................................................................................              13  
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    Total .....................................................................................................................................................................................................................................   $  163   $  1,168   $  (2)  $  1,329  
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      As of December 31, 2011 

      Level 1  Level 2  Level 3   Total 

      (in millions) 

U.S. Equities:             
 Variable Life Insurance Policies (1) ....................................................................................................................................................................................    -     439    -     439  
 Common trusts (2) ...............................................................................................................................................................................................................    -     85    -     85  

 Equities ................................................................................................................................................................................................................................     96    -    -     96  

   Sub-total ..............................................................................................................................................................................................................................              620  

                 

International Equities:             

 Variable Life Insurance Policies (3) ....................................................................................................................................................................................    -     44    -    44  

 Common trusts (4) ...............................................................................................................................................................................................................    -     15    -     15  

   Sub-total ..............................................................................................................................................................................................................................              59  

                 

Fixed Maturities:             

 Common trusts (5) ...............................................................................................................................................................................................................    -     27    -     27  

 U.S. government securities (federal):             

   Mortgage Backed ................................................................................................................................................................................................................    -     12    -     12  

   Other U.S. government securities ........................................................................................................................................................................................    -     101    -     101  

 U.S. government securities (state & other) ..........................................................................................................................................................................    -     3    -     3  

 Non-U.S. government securities ..........................................................................................................................................................................................    -     3    -     3  

 Corporate Debt:             

  Corporate bonds (6) .............................................................................................................................................................................................................    -     284     2     286  

  Asset Backed........................................................................................................................................................................................................................    -     62    -     62  

  Collateralized Mortgage Obligations (CMO) (7) .................................................................................................................................................................    -     144    -     144  

 Interest rate swaps (Notional amount: $560) .......................................................................................................................................................................    -     (4)   -     (4) 

 Other (8) ..............................................................................................................................................................................................................................     8    -     2     10  

 Unrealized gain (loss) on investment of securities lending             

  collateral (10) .......................................................................................................................................................................................................................    -    -    -    -  

   Sub-total ..............................................................................................................................................................................................................................              644  

                 

Short-term Investments:             

 Variable Life Insurance Policies             

  Pooled separate accounts .....................................................................................................................................................................................................    -     1    -     1  

 Registered investment companies .......................................................................................................................................................................................     20    -    -     20  

   Sub-total ..............................................................................................................................................................................................................................              21  

    Total .....................................................................................................................................................................................................................................   $  124   $  1,216   $  4   $  1,344  

 
 _____________  

(1) This category invests in U.S. equity funds, primarily large cap equities whose objective is to track an index via pooled separate accounts and registered 

investment companies.   
(2) This category invests in U.S. equity funds, primarily large cap equities.  

(3) This category invests in international equity funds, primarily large cap international equities whose objective is to track an index.  
(4) This category fund invests in large cap international equity fund whose objective is to outperform an index.   

(5) This category invests in U.S. bonds funds.  

(6) This category invests in highly rated corporate bonds. 
(7) This category invests in highly rated Collateralized Mortgage Obligations. 

(8) Cash and cash equivalents, short term investments, payables and receivables and open future contract positions (including fixed income collateral). 
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(9) In 2011 the contractual net value of the investment of securities lending collateral invested in primarily short-term bond funds is $44 million and the liability 
for securities lending collateral is $44 million. 

(10) In 2010 the contractual net value of the investment of securities lending collateral invested in primarily short term bond funds is $78 million and the liability 

for securities lending collateral is $78 million. 
 

 

Changes in Fair Value of Level 3 Postretirement Assets 

 

      Year Ended December 31, 2012 

      Fixed   

      Maturities -   

      Corporate   

      Debt -  Fixed 

      Corporate  Maturities - 

      Bonds  Other 

      (in millions) 

Fair Value, beginning of period ...........................................................................................................................................................................................   $  2   $  2  

 Actual Return on Assets:       

  Relating to assets still held at the reporting date ..................................................................................................................................................................    -    -  

  Relating to assets sold during the period..............................................................................................................................................................................    -    -  

 Purchases, sales and settlements ..........................................................................................................................................................................................    -    (6) 

 Transfers in and /or out of Level 3 ......................................................................................................................................................................................    -    -  

Fair Value, end of period .....................................................................................................................................................................................................   $  2   $  (4) 

 

      Year Ended December 31, 2011 

      Fixed   

      Maturities -   

      Corporate   

      Debt -  Fixed 

      Corporate  Maturities - 

      Bonds  Other 

      (in millions) 

Fair Value, beginning of period ...........................................................................................................................................................................................   $  2   $  4  

 Actual Return on Assets:       

  Relating to assets still held at the reporting date ..................................................................................................................................................................    -    -  

  Relating to assets sold during the period..............................................................................................................................................................................    -    -  

 Purchases, sales and settlements ..........................................................................................................................................................................................    -    (2) 

 Transfers in and /or out of Level 3 ......................................................................................................................................................................................    -    -  

Fair Value, end of period .....................................................................................................................................................................................................   $  2   $  2  

 

          A summary of pension and postretirement plan asset allocation as of the year ended December 31, are as follows:  

          

  Pension Percentage of Plan Assets  

Postretirement Percentage of Plan 

Assets  

  2012   2011   2012   2011   

          Asset Category          

U.S. Equities ........................................................................................................................................................................................................................   10  % 8  % 52  % 46  % 

International Equities ...........................................................................................................................................................................................................   4   2   5   4   

Fixed Maturities ...................................................................................................................................................................................................................    68    73   40   48   
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Short-term Investments ........................................................................................................................................................................................................   3   2   3   2   

Real Estate ...........................................................................................................................................................................................................................    4    4   -   -   

Other ....................................................................................................................................................................................................................................    11    11   -   -   

Total .....................................................................................................................................................................................................................................   100  % 100  % 100  % 100  % 

 

          The expected benefit payments for the Company's pension and postretirement plans, as well as the expected Medicare Part D 

subsidy receipts related to the Company's postretirement plan, for the years indicated are as follows: 

          

  Pension Benefits  

Other 

Postretirement 

Benefits  

Other 

Postretirement 

Benefits - Medicare 

Part D Subsidy 

Receipts 

  (in millions) 
2013 .....................................................................................................................................................................................................................................   $  534   $  194   $  18  

2014 .....................................................................................................................................................................................................................................     543     194     19  

2015 .....................................................................................................................................................................................................................................     551     192     20  

2016 .....................................................................................................................................................................................................................................     561     191     20  

2017 .....................................................................................................................................................................................................................................     577     188     21  

2018-2022 ............................................................................................................................................................................................................................     3,077     901     106  

Total .....................................................................................................................................................................................................................................   $  5,843   $  1,860   $  204  

 
The Company anticipates that it will make cash contributions in 2013 of approximately $60 million to the pension plans and 

approximately $10 million to the postretirement plans. 

Postemployment Benefits  

 The Company accrues postemployment benefits for income continuance and health and life benefits provided to former or 

inactive employees who are not retirees. The net accumulated liability for these benefits at December 31, 2012 and 2011 was $41 

million and $34 million, respectively, and is included in ―Other liabilities.‖  

Other Employee Benefits  

 The Company sponsors voluntary savings plans for employees (401(k) plans). The plans provide for salary reduction 

contributions by employees and matching contributions by the Company of up to 4% of annual salary. The matching contributions 

by the Company included in ―General and administrative expenses‖ were $54 million, $54 million and $52 million for the years 

ended December 31, 2012, 2011 and 2010, respectively. 

 
18.    INCOME TAXES  

The components of income tax expense (benefit) for the years ended December 31, were as follows:      

 

       

      2012   2011   2010  

      (in millions) 

Current tax expense (benefit)          

 U.S. ...............................................................................................................................................................................................................................................................   $ 598   $ 255   $  (269) 

 State and local ...............................................................................................................................................................................................................................................    13    (1)    (4) 
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 Foreign ..........................................................................................................................................................................................................................................................    11    12     6  

 Total ..............................................................................................................................................................................................................................................................    622     266    (267) 

Deferred tax expense (benefit)          

 U.S. ...............................................................................................................................................................................................................................................................    (553)   169     1,059  

 State and local ...............................................................................................................................................................................................................................................    -    1     (2) 

 Foreign ..........................................................................................................................................................................................................................................................    3    5     -  

 Total ..............................................................................................................................................................................................................................................................    (550)    175    1,057  

Total income tax expense (benefit) on continuing operations before equity in earnings of operating          

 joint ventures .................................................................................................................................................................................................................................................   $ 72   $  441    $ 790  

Income tax expense on equity in earnings of operating joint ventures ..........................................................................................................................................................    22    84     25  

Income tax expense (benefit) on discontinued operations .............................................................................................................................................................................    (1)   6     11  

Income tax expense (benefit) reported in equity related to:          

 Other comprehensive income (loss) ..............................................................................................................................................................................................................    260    823     875  

 Additional paid-in capital ..............................................................................................................................................................................................................................    (19)   -     -  

 Stock-based compensation programs ............................................................................................................................................................................................................    (22)   (11)     1  

Total income taxes.........................................................................................................................................................................................................................................   $ 312   $  1,343   $ 1,702  

 
The Company’s actual income tax expense on continuing operations before equity in earnings of operating joint ventures for 

the years ended December 31, differs from the expected amount computed by applying the statutory federal income tax rate of 

35% to income from continuing operations before income taxes and equity in earnings of operating joint ventures for the following 

reasons:  

 

       

      2012   2011   2010  

      (in millions) 

Expected federal income tax expense (benefit) .............................................................................................................................................................................................   $ 358   $ 408   $  939  

Low income housing and other tax credits ....................................................................................................................................................................................................    (66)   (72)    (72) 

Non-taxable investment income ....................................................................................................................................................................................................................    (228)   (191)    (157) 

Uncertain tax positions and interest ...............................................................................................................................................................................................................    -      46     (9) 

Non-deductible goodwill impairment ............................................................................................................................................................................................................    -    241    -  

Change in tax rate ..........................................................................................................................................................................................................................................    -    -    93  

Other ..............................................................................................................................................................................................................................................................    8    9     (4) 

 Total income tax expense (benefit) on continuing operations before equity in earnings of          

  operating joint ventures.................................................................................................................................................................................................................................   $ 72   $  441   $ 790  

 
Deferred tax assets and liabilities at December 31, resulted from the items listed in the following table: 

 

         

    2012   2011  

    (in millions) 
Deferred tax assets       

 Policyholders' dividends ......................................................................................................................................................................................................   $ 2,448     $ 1,817  

 Net operating and capital loss carryforwards ......................................................................................................................................................................    4    4  

 Tax credits carryforwards ....................................................................................................................................................................................................    2    357  

 Employee benefits ...............................................................................................................................................................................................................    22    -  
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 Insurance reserves ...............................................................................................................................................................................................................    3,057    1,262  

 Deferred tax assets before valuation allowance ...................................................................................................................................................................    5,533    3,440  

 Valuation allowance ............................................................................................................................................................................................................    (9)   (9) 

 Deferred tax assets after valuation allowance......................................................................................................................................................................    5,524    3,431  

Deferred tax liabilities       

 Net unrealized investment gains ..........................................................................................................................................................................................    5,086    3,965  

 Employee benefits ...............................................................................................................................................................................................................    -    205  

 Investments ..........................................................................................................................................................................................................................    1,662    1,178  

 Deferred policy acquisition costs ........................................................................................................................................................................................    1,700    1,405  

 Other ....................................................................................................................................................................................................................................    328    200  

 Deferred tax liabilities .........................................................................................................................................................................................................    8,776      6,953  

Net deferred tax liability ......................................................................................................................................................................................................   $ (3,252)    $ (3,522) 

 
The application of  U.S. GAAP requires the Company to evaluate the recoverability of deferred tax assets and establish a 

valuation allowance if necessary to reduce the deferred tax asset to an amount that is more likely than not expected to be realized. 

Considerable judgment is required in determining whether a valuation allowance is necessary, and if so, the amount of such 

valuation allowance. In evaluating the need for a valuation allowance the Company considers many factors, including: (1) the 

nature of the deferred tax assets and liabilities; (2) whether they are ordinary or capital; (3) in which tax jurisdictions they were 

generated and the timing of their reversal; (4) taxable income in prior carryback years as well as projected taxable earnings 

exclusive of reversing temporary differences and carryforwards; (5) the length of time that carryovers can be utilized in the various 

taxing jurisdictions; (6) any unique tax rules that would impact the utilization of the deferred tax assets; and (7) any tax planning 

strategies that the Company would employ to avoid a tax benefit from expiring unused. Although realization is not assured, 

management believes it is more likely than not that the deferred tax assets, net of valuation allowances, will be realized. 

A valuation allowance has been recorded related to tax benefits associated with state and local and foreign deferred tax 

assets. Adjustments to the valuation allowance are made to reflect changes in management’s assessment of the amount of the 

deferred tax asset that is realizable. The valuation allowance includes amounts recorded in connection with deferred tax assets at 

December 31, as follows 

 

         

    2012   2011  

    (in millions) 
Valuation allowance related to state and local deferred tax assets .......................................................................................................................................   $ -     $ -  

Valuation allowance related to foreign operations deferred tax assets.................................................................................................................................   $ 9     $ 9  

 
The following table sets forth the federal and state operating and capital loss carryforwards for tax purposes, at December 

31: 

 

         

    2012   2011  

    (in millions) 
Federal net operating and capital loss carryforwards (1) .....................................................................................................................................................   $ 8     $ 8  

State net operating and capital loss carryforwards (2) .........................................................................................................................................................   $ 5     $ 5  

 

 

(1) Expires between 2020 and 2031.  
(2) Expires between 2029 and 2030. 
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The Company does not provide U.S. income taxes on unremitted foreign earnings of its non-U.S. operations, other than its 

Taiwan investment management subsidiary.   During 2012, 2011, and 2010 the Company made no changes with respect to its 

repatriation assumptions.  

The following table sets forth the undistributed earnings of foreign subsidiaries, where the Company assumes permanent 

reinvestment, for which U.S. deferred taxes have not been provided, as of the periods indicated. Determining the tax liability that 

would arise if these earnings were remitted is not practicable. 

 

       

      At December 31, 

      2012   2011   2010  

      (in millions) 

Undistributed earnings of foreign subsidiaries (assuming permanent reinvestment) .....................................................................................................................................   $ 57   $  40   $ 205  

 
The Company’s unrecognized tax benefits for the periods indicated are as follows: 

 

   

2012  

 

2011  

 

2010  

 

      

     
 

      

            
    (in millions) 

Balance at January 1, ...........................................................................................................................................................................................................   $ 69   $ 161   $ 119   

Increases in unrecognized tax benefits  ................................................................................................................................................................................    2    53    42   

(Decreases) in unrecognized tax benefits .............................................................................................................................................................................    (1)   (2)   -   

Settlements with taxing authorities ......................................................................................................................................................................................   .............................................................................................................................................................................................................................................   (60)   (143)   -   

Balance at December 31, .....................................................................................................................................................................................................   $ 10   $ 69   $ 161   

Unrecognized tax benefits that, if recognized, would favorably impact the            

 effective rate  ........................................................................................................................................................................................................................  $ 10   $ 9   $ 11   

 
The Company classifies all interest and penalties related to tax uncertainties as income tax expense (benefit). The amounts 

recognized in the consolidated financial statements for tax-related interest and penalties for the years ended December 31, are as 

follows: 

 

       

      2012   2011   2010  

      (in millions) 

Interest and penalties recognized in the consolidated statements of operations .............................................................................................................................................   $  -   $  -   $  18  

Interest and penalties recognized in liabilities in the consolidated statements of          

 financial position ...........................................................................................................................................................................................................................................   $  -   $  -   $  -  

 
The Company's liability for income taxes includes the liability for unrecognized tax benefits and interest that relate to tax 

years still subject to review by the Internal Revenue Service (―IRS‖) or other taxing authorities. The completion of review or the 

expiration of the Federal statute of limitations for a given audit period could result in an adjustment to the liability for income 

taxes. The Federal statute of limitations for the 2004 through 2006 tax years will expire in November 2013, unless extended. The 
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Federal statute of limitations for the 2007 through 2008 tax years will expire in December 2013, unless extended. Tax years 2009 

through 2011 are still open for IRS examination. 

 During 2004 through 2006, the Company entered into a transaction that involved, among other things, the payment of 

foreign income taxes that were credited against the Company’s U.S. tax liability. On May 23, 2011, the IRS issued notices of 

proposed adjustments disallowing the foreign tax credits claimed and related transaction expenses. The total amount of the 

proposed adjustments for the transaction was approximately $100 million of tax and penalties. During the fourth quarter of 2011, 

the Company reached agreement with the IRS on the resolution of the proposed foreign tax credits disallowance. The impact to the 

2011 results attributable to the settlement was an increase to tax expense of approximately $39 million. The settlement of the 

foreign tax credit transaction for 2004 through 2006 marked the conclusion of the IRS audits for those years.  As a result, all 

unrecognized tax positions plus interest relating to tax years prior to 2007 were recognized in 2011.  As such, 2011 benefited from 

a reduction to the liability for unrecognized tax benefits of $53 million, including the impact from the foreign tax credit 

disallowance. 

The Company does not anticipate any significant changes within the next 12 months to its total unrecognized tax benefits 

related to tax years for which the statute of limitations has not expired.  

The dividends received deduction (―DRD‖) reduces the amount of dividend income subject to U.S. tax and is the primary 

component of the non-taxable investment income shown in the table above, and, as such, is a significant component of the 

difference between the Company’s effective tax rate and the federal statutory tax rate of 35%. The DRD for the current period was 

estimated using information from 2011, current year results, and was adjusted to take into account the current year’s equity market 

performance. The actual current year DRD can vary from the estimate based on factors such as, but not limited to, changes in the 

amount of dividends received that are eligible for the DRD, changes in the amount of distributions received from mutual fund 

investments, changes in the account balances of variable life and annuity contracts, and the Company’s taxable income before the 

DRD. 

In August 2007, the IRS released Revenue Ruling 2007-54, which included, among other items, guidance on the 

methodology to be followed in calculating the DRD related to variable life insurance and annuity contracts. In September 2007, 

the IRS released Revenue Ruling 2007-61. Revenue Ruling 2007-61 suspended Revenue Ruling 2007-54 and informed taxpayers 

that the U.S. Treasury Department and the IRS intend to address through new guidance the issues considered in Revenue Ruling 

2007-54, including the methodology to be followed in determining the DRD related to variable life insurance and annuity 

contracts. In May 2010, the IRS issued an Industry Director Directive (―IDD‖) confirming  that the methodology for calculating 

the DRD set forth in Revenue Ruling 2007-54 should not be followed. The IDD also confirmed that the IRS guidance issued 

before Revenue Ruling 2007-54, which guidance the Company relied upon in calculating its DRD, should be used to determine the 

DRD. For the last several years, the revenue proposals included in the Obama Administration's budgets included a proposal that 

would change the method used to determine the amount of the DRD. A change in the DRD, including the possible retroactive or 

prospective elimination of this deduction through guidance or legislation, could increase actual tax expense and reduce the 

Company’s consolidated net income. These activities had no impact on the Company’s 2010, 2011 or 2012 results.  

For tax years 2007 through 2012, the Company is participating in the IRS’s Compliance Assurance Program (―CAP‖). 

Under CAP, the IRS assigns an examination team to review completed transactions contemporaneously during these tax years in 

order to reach agreement with the Company on how they should be reported in the tax returns. If disagreements arise, accelerated 

resolutions programs are available to resolve the disagreements in a timely manner before the tax returns are filed. It is 

management’s expectation this program will shorten the time period between the filing of the Company’s federal income tax 

returns and the IRS’s completion of its examination of the returns. 

On March 23, 2010, President Obama signed into law the Patient Protection and Affordable Care Act, which was modified 

by the Health Care and Education Reconciliation Act of 2010 signed into law on March 30, 2010,  (together, the ―Healthcare 

Act‖). The federal government provides a subsidy to companies that provide certain retiree prescription drug benefits (the 

―Medicare Part D subsidy‖), including the Company. The Medicare Part D subsidy was previously provided tax-free. However, as 

currently adopted, the Healthcare Act includes a provision that would reduce the tax deductibility of retiree health care costs to the 

extent of any Medicare Part D subsidy received. In effect, this provision of the Healthcare Act makes the Medicare Part D subsidy 

taxable beginning in 2013. Therefore, the Company incurred a charge in 2010 for the reduction of deferred tax assets of $94 

million, which reduces net income and is reflected in ―Income tax expense (benefit).‖   
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19.    FAIR VALUE OF ASSETS AND LIABILITIES  

Fair Value Measurement—Fair value represents the price that would be received to sell an asset or paid to transfer a 

liability in an orderly transaction between market participants at the measurement date. The authoritative fair value guidance 

establishes a framework for measuring fair value that includes a hierarchy used to classify the inputs used in measuring fair value. 

The level in the fair value hierarchy within which the fair value measurement falls is determined based on the lowest level input 

that is significant to the fair value measurement. The levels of the fair value hierarchy are as follows:  
  

Level 1—Fair value is based on unadjusted quoted prices in active markets that are accessible to the Company for identical 

assets or liabilities. The Company’s Level 1 assets and liabilities primarily include certain cash equivalents and short term 

investments, equity securities and derivative contracts that trade on an active exchange market.  
  

Level 2—Fair value is based on significant inputs, other than quoted prices included in Level 1, that are observable for the 

asset or liability, either directly or indirectly, for substantially the full term of the asset or liability through corroboration with 

observable market data. Level 2 inputs include quoted market prices in active markets for similar assets and liabilities, quoted 

market prices in markets that are not active for identical or similar assets or liabilities, and other market observable inputs. The 

Company’s Level 2 assets and liabilities include: fixed maturities (corporate public and private bonds, most government securities, 

certain asset-backed and mortgage-backed securities, etc.), certain equity securities (mutual funds, which do not actively trade and 

are priced based on a net asset value), certain commercial mortgage loans, short-term investments and certain cash equivalents 

(primarily commercial paper), and certain over-the-counter derivatives.  
  

Level 3—Fair value is based on at least one or more significant unobservable inputs for the asset or liability. The assets and 

liabilities in this category may require significant judgment or estimation in determining the fair value. The Company’s Level 3 

assets and liabilities primarily include: certain private fixed maturities and equity securities, certain manually priced public equity 

securities and fixed maturities, certain highly structured over-the-counter derivative contracts, certain commercial mortgage loans, 

certain consolidated real estate funds for which the Company is the general partner, embedded derivatives resulting from certain 

products with guaranteed benefits and certain due from/to parent and affiliates.  
  
  

Assets and Liabilities by Hierarchy Level—The tables below present the balances of assets and liabilities measured at fair 

value on a recurring basis, as of the dates indicated.  

 

    As of December 31, 2012 

    Level 1  Level 2  Level 3  Netting (1)  Total 

                  
    (in millions) 

Fixed maturities, available-for-sale:                

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

 authorities and agencies .......................................................................................................................................................................................................   $  -   $  11,352   $  -   $  -   $  11,352  

Obligations of U.S. states and their political subdivisions ...................................................................................................................................................     -     2,731     -     -     2,731  

Foreign government bonds ...................................................................................................................................................................................................     -     1,987     -     -     1,987  

Corporate securities..............................................................................................................................................................................................................     -     112,827     844     -     113,671  

Asset-backed securities ........................................................................................................................................................................................................     -     7,373     2,971     -     10,344  

Commercial mortgage-backed securities .............................................................................................................................................................................     -     10,867     -     -     10,867  

Residential mortgage-backed securities ...............................................................................................................................................................................     -     6,812     11     -     6,823  

 Subtotal ................................................................................................................................................................................................................................     -     153,949     3,826     -     157,775  

Trading account assets:(2)                

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

 authorities and agencies .......................................................................................................................................................................................................     -     151     -     -     151  
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Obligations of U.S. states and their political subdivisions ...................................................................................................................................................     -     259     -     -     259  

Foreign government bonds ...................................................................................................................................................................................................     -     126     -     -     126  

Corporate securities..............................................................................................................................................................................................................     -     12,091     93     -     12,184  

Asset-backed securities ........................................................................................................................................................................................................     -     779     381     -     1,160  

Commercial mortgage-backed securities .............................................................................................................................................................................     -     2,269     1     -     2,270  

Residential mortgage-backed securities ...............................................................................................................................................................................     -     2,024     2     -     2,026  

Equity securities ...................................................................................................................................................................................................................     26     -     205     -     231  

All other(3)...........................................................................................................................................................................................................................     663     13,862     19     (10,363)    4,181  

 Subtotal ................................................................................................................................................................................................................................     689     31,561     701     (10,363)    22,588  

Equity securities, available-for-sale .....................................................................................................................................................................................     3,336     1,966     44     -     5,346  

Commercial mortgage and other loans .................................................................................................................................................................................     -     -     -     -     -  

Other long-term investments ................................................................................................................................................................................................     2     34     507     -     543  

Short-term investments ........................................................................................................................................................................................................     2,282     1,298     -     -     3,580  

Cash equivalents ..................................................................................................................................................................................................................     392     2,463     -     -     2,855  

Other assets ..........................................................................................................................................................................................................................     78     234     -     -     312  

Due from parent and affiliates ..............................................................................................................................................................................................     -     863     1,646     -     2,509  

 Subtotal excluding separate account assets .........................................................................................................................................................................     6,779     192,368     6,724     (10,363)    195,508  

Separate account assets(4)....................................................................................................................................................................................................     37,684     148,770     21,100     -     207,554  

 Total assets ..........................................................................................................................................................................................................................   $  44,463   $  341,138   $  27,824   $  (10,363)  $  403,062  

                  

Future policy benefits ...........................................................................................................................................................................................................     -     -     1,552     -     1,552  

Other liabilities .....................................................................................................................................................................................................................     -     8,121     -     (8,031)    90  

Due to parent and affiliates ..................................................................................................................................................................................................     -     2,629     19     -     2,648  

 Total liabilities .....................................................................................................................................................................................................................   $  -   $  10,750   $  1,571   $  (8,031)  $  4,290  

 

    As of December 31, 2011(5) 

    Level 1  Level 2  Level 3  Netting(1)  Total 

                  
    (in millions) 

Fixed maturities, available for sale:                

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

 authorities and agencies .......................................................................................................................................................................................................   $  -   $  10,233   $  66   $  -   $  10,299  

Obligations of U.S. states and their political subdivisions ...................................................................................................................................................     -     2,411     -     -     2,411  

Foreign government bonds ...................................................................................................................................................................................................     -     2,071     25     -     2,096  

Corporate securities..............................................................................................................................................................................................................     6     81,471     803     -     82,280  

Asset-backed securities ........................................................................................................................................................................................................     -     7,672     1,657     -     9,329  

Commercial mortgage-backed securities .............................................................................................................................................................................     -     10,530     12     -     10,542  

Residential mortgage-backed securities ...............................................................................................................................................................................     -     6,054     16     -     6,070  

 Subtotal ................................................................................................................................................................................................................................     6     120,442     2,579     -     123,027  

Trading account assets:(2)                

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

 authorities and agencies .......................................................................................................................................................................................................     -     79     9     -     88  

Obligations of U.S. states and their political subdivisions ...................................................................................................................................................     -     284     -     -     284  

Foreign government bonds ...................................................................................................................................................................................................     -     106     -     -     106  

Corporate securities..............................................................................................................................................................................................................     -     10,916     109     -     11,025  

Asset-backed securities ........................................................................................................................................................................................................     -     1,280     359     -     1,639  

Commercial mortgage-backed securities .............................................................................................................................................................................     -     2,277     21     -     2,298  

Residential mortgage-backed securities ...............................................................................................................................................................................     -     1,843     2     -     1,845  



 

THE PRUDENTIAL INSURANCE COMPANY OF AMERICA 

Notes to Consolidated Financial Statements 

B-90 

 

Equity securities ...................................................................................................................................................................................................................     6     -     217     -     223  

All other(3)...........................................................................................................................................................................................................................     684     15,747     87     (11,222)    5,296  

 Subtotal ................................................................................................................................................................................................................................     690     32,532     804     (11,222)    22,804  

Equity securities, available for sale ......................................................................................................................................................................................     3,108     1,743     66     -     4,917  

Commercial mortgage and other loans .................................................................................................................................................................................     -     -     (1)    -     (1) 

Other long-term investments ................................................................................................................................................................................................     5     28     371     -     404  

Short-term investments ........................................................................................................................................................................................................     4,548     730     -     -     5,278  

Cash equivalents ..................................................................................................................................................................................................................     368     3,656     -     -     4,024  

Other assets ..........................................................................................................................................................................................................................     3     86     -     -     89  

Due from parent and affiliates ..............................................................................................................................................................................................     -     -     2,737     -     2,737  

 Subtotal excluding separate account assets .........................................................................................................................................................................     8,728     159,217     6,556     (11,222)    163,279  

Separate account assets(4)....................................................................................................................................................................................................     38,161     117,246     19,333     -     174,740  

 Total assets ..........................................................................................................................................................................................................................   $  46,889   $  276,463   $  25,889   $  (11,222)  $  338,019  

                  

Future policy benefits ...........................................................................................................................................................................................................     -     -     1,091     -     1,091  

Other liabilities .....................................................................................................................................................................................................................     -     7,231     3     (7,854)    (620) 

Due to parent and affiliates ..................................................................................................................................................................................................     -     7,598     83     -     7,681  

 Total liabilities .....................................................................................................................................................................................................................   $  -   $  14,829   $  1,177   $  (7,854)  $  8,152  

 
 _____________  

(1)  ―Netting‖ amounts represent cash collateral of $2,332 million and $3,368 million as of December 31, 2012 and December 31, 2011, respectively, and the impact of 

offsetting asset and liability positions held with the same counterparty. 

(2) Includes Trading Account Assets Supporting Insurance Liabilities and Other Trading Account Assets.  

(3) Level 1 represents cash equivalents and short term investments. All other amounts primarily represent derivative assets.  

(4) Separate account assets represent segregated funds that are invested for certain customers. Investment risks associated with market value changes are borne by the 

customers, except to the extent of minimum guarantees made by the Company with respect to certain accounts. Separate account assets classified as Level 3 consist 

primarily of real estate and real estate investment funds. Separate account liabilities are not included in the above table as they are reported at contract value and not fair 

value in the Company’s Consolidated Statement of Financial Position. 

(5) Includes reclassifications to conform to current period presentation. 

The methods and assumptions the Company uses to estimate the fair value of assets and liabilities measured at fair value on 

a recurring basis are summarized below.  
  

Fixed Maturity Securities—The fair values of the Company’s public fixed maturity securities are generally based on prices 

obtained from independent pricing services. Prices for each security are generally sourced from multiple pricing vendors, and a 

vendor hierarchy is maintained by asset type based on historical pricing experience and vendor expertise. The Company ultimately 

uses the price from the pricing service highest in the vendor hierarchy based on the respective asset type. Consistent with the fair 

value hierarchy described above, securities with validated quotes from pricing services are generally reflected within Level 2, as 

they are primarily based on observable pricing for similar assets and/or other market observable inputs. If the pricing information 

received from third party pricing services is not reflective of market activity or other inputs observable in the market, the Company 

may challenge the price through a formal process with the pricing service. If the pricing service updates the price to be more 

consistent with the presented market observations, the security remains within Level 2.  
  

Internally-developed valuations or indicative broker quotes are also used to determine fair value in circumstances where 

vendor pricing is not available, or where the Company ultimately concludes that pricing information received from the 

independent pricing service is not reflective of market activity. If the Company concludes the values from both pricing services 

and brokers are not reflective of market activity, it may over-ride the information with an internally-developed valuation. As of 

December 31, 2012 and December 31, 2011, over-rides on a net basis were not material. Pricing service over-rides, internally-

developed valuations and indicative broker quotes are generally included in Level 3 in the fair value hierarchy.  
  

The fair value of private fixed maturities, which are comprised of investments in private placement securities, originated by 

internal private asset managers, are primarily determined using a discounted cash flow model. If the fair value is determined using 



 

THE PRUDENTIAL INSURANCE COMPANY OF AMERICA 

Notes to Consolidated Financial Statements 

B-91 

 

pricing inputs that are observable in the market, the securities have been reflected within Level 2; otherwise a Level 3 

classification is used.  
  

Private fixed maturities also include debt investments in funds that pay a stated coupon and  a return based upon the results 

of the underlying portfolios. The fair values of these securities are determined by reference to the funds’ net asset value (―NAV‖). 

Since the NAV at which the funds trade can be observed by redemption and subscription transactions between third parties, the 

fair values of these investments have been reflected within Level 2 in the fair value hierarchy.  
  

Trading Account Assets—Trading account assets consist primarily of public corporate bonds, treasuries, equity securities 

and derivatives whose fair values are determined consistent with similar instruments described above under ―Fixed Maturity 

Securities‖ and below under ―Equity Securities‖ and ―Derivative Instruments.‖  
  

Equity Securities—Equity securities consist principally of investments in common and preferred stock of publicly traded 

companies, perpetual preferred stock, privately traded securities, as well as mutual fund shares. The fair values of most publicly 

traded equity securities are based on quoted market prices in active markets for identical assets and are classified within Level 1 in 

the fair value hierarchy. Estimated fair values for most privately traded equity securities are determined using discounted cash 

flow, earnings multiple and other valuation models that require a substantial level of judgment around inputs and therefore  are 

classified within Level 3. The fair values of mutual fund shares that transact regularly (but do not trade in active markets because 

they are not publicly available) are based on transaction prices of identical fund shares and are classified within Level 2 in the fair 

value hierarchy. The fair values of perpetual preferred stock are based on inputs obtained from independent pricing services that 

are primarily based on indicative broker quotes. As a result, the fair values of perpetual preferred stock are classified as Level 3.  
  

Other Long-Term Investments— Other long-term investments, other than derivatives, consist of fund investments, where 

the fair value option has been elected, is primarily determined by the fund managers. Since the valuations may be based on 

unobservable market inputs and cannot be validated by the Company, these investments have been included within Level 3 in the 

fair value hierarchy.  
  
  

 Derivative Instruments—Derivatives are recorded at fair value either as assets, within ―Other trading account assets,‖ or 

―Other long-term investments,‖ or as liabilities, within ―Other liabilities,‖ except for embedded derivatives which are recorded 

with the associated host contract. The fair values of derivative contracts can be affected by changes in interest rates, foreign 

exchange rates, commodity prices, credit spreads, market volatility, expected returns, non-performance risk, liquidity and other 

factors. Liquidity valuation adjustments are made to reflect the cost of exiting significant risk positions, and consider the bid-ask 

spread, maturity, complexity, and other specific attributes of the underlying derivative position.  
  

The Company’s exchange-traded futures and options include Treasury futures, Eurodollar futures, commodity futures, 

Eurodollar options and commodity options. Exchange-traded futures and options are valued using quoted prices in active markets 

and are classified within Level 1 in the fair value hierarchy.  
  

The majority of the Company’s derivative positions are traded in the over-the-counter (―OTC‖) derivative market and are 

classified within Level 2 in the fair value hierarchy. OTC derivatives classified within Level 2 are valued using models that utilize 

actively quoted or observable market input values from external market data providers, third-party pricing vendors and/or recent 

trading activity. The Company’s policy is to use mid-market pricing in determining its best estimate of fair value. The fair values 

of most OTC derivatives, including interest rate and cross currency swaps, currency forward contracts, commodity swaps, 

commodity forward contracts, single name credit default swaps, loan commitments held for sale and to-be-announced (or TBA) 

forward contracts on highly rated mortgage-backed securities issued by U.S. government sponsored entities are determined using 

discounted cash flow models. The fair values of European style option contracts are determined using Black-Scholes option 

pricing models. These models’ key inputs include the contractual terms of the respective contract, along with significant 

observable inputs, including interest rates, currency rates, credit spreads, equity prices, index dividend yields, non-performance 

risk, volatility and other factors.  
  

The vast majority of the Company’s derivative agreements are with highly rated major international financial institutions. To 

reflect the market’s perception of its own and the counterparty’s non-performance risk, the Company incorporates additional 

spreads over London Interbank Offered Rate (―LIBOR‖) into the discount rate used in determining the fair value of OTC 

derivative assets and liabilities that are not otherwise collateralized.  
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Derivatives classified as Level 3 include look-back equity options and other structured products. These derivatives are 

valued based upon models (such as Monte Carlo simulation models and other techniques) with some significant unobservable 

market inputs or inputs (e.g., interest rates, equity indices, dividend yields, etc.) from less actively traded markets (e.g., model-

specific input values, including volatility parameters, etc.). Level 3 methodologies are validated through periodic comparison of 

the Company’s fair values to broker-dealer values.  
  

Cash Equivalents and Short-Term Investments—Cash equivalents and short-term investments include money market 

instruments, commercial paper and other highly liquid debt instruments. Certain money market instruments are valued using 

unadjusted quoted prices in active markets that are accessible for identical assets and are primarily classified as Level 1. The 

remaining instruments in this category are generally fair valued based on  market observable inputs and these investments have 

primarily been classified within Level 2.  
  

Separate Account Assets—Separate Account Assets include fixed maturity securities, treasuries, equity securities and real 

estate investments for which values are determined consistent with similar instruments described above under ―Fixed Maturity 

Securities,‖ ―Equity Securities‖ and ―Other Long-Term Investments.‖  
  

 

Other Liabilities—Other liabilities include certain derivative instruments, the fair values of which are determined consistent 

with similar derivative instruments described above under ―Derivative Instruments.‖  
 

 

Due to\from parent and affiliates —Due to\from parent and affiliates consist primarily of reinsurance recoverable, notes 

receivable and derivative activity. The fair values of notes receivable and derivative are determined consistent with similar 

instruments described above under ―Fixed Maturity Securities‖ and ―Derivative Instruments‖, respectively. 

 

Reinsurance recoverables carried at fair value include the reinsurance of the living benefit guarantees on certain variable 

annuities. These reinsurance recoverables are valued in the same manner as the living benefit guarantees as described below in 

―Future Policy Benefits‖.   

 
Future Policy Benefits—The liability for future policy benefits primarily includes general account liabilities for the 

optional living benefit features of the Company’s variable  annuity contracts, including guaranteed minimum accumulation 

benefits (―GMAB‖), guaranteed minimum withdrawal benefits (―GMWB‖) and guaranteed minimum income and withdrawal 

benefits (―GMIWB‖), accounted for as embedded derivatives. The fair values of the GMAB, GMWB and GMIWB liabilities are 

calculated as the present value of future expected benefit payments to customers less the present value of assessed rider fees 

attributable to the embedded derivative feature. This methodology could result in either a liability or contra-liability balance, given 

changing capital market conditions and various policyholder behavior assumptions. Since there is no observable active market for 

the transfer of these obligations, the valuations are calculated using internally-developed models with option pricing techniques. 

The models are based on a risk neutral valuation framework and incorporate premiums for risks inherent in valuation techniques, 

inputs, and the general uncertainty around the timing and amount of future cash flows. The determination of these risk premiums 

requires the use of management judgment.  
  

The significant inputs to the valuation models for these embedded derivatives include capital market assumptions, such as 

interest rate and implied volatility assumptions, the Company’s market-perceived risk of its own non-performance (―NPR‖), as 

well as actuarially determined assumptions, including contractholder behavior, such as lapse rates, benefit utilization rates, 

withdrawal rates, and mortality rates.  Since many of these assumptions are unobservable and are considered to be significant 

inputs to the liability valuation, the liability included in future policy benefits has been reflected within Level 3 in the fair value 

hierarchy.  
  

Capital market inputs and actual policyholders’ account values are updated each quarter based on capital market conditions 

as of the end of the quarter, including interest rates, equity markets and implied volatility. In the risk neutral valuation, interest 

rates are used to both grow the policyholders’ account values and discount all projected future cash flows. The Company’s 

discount rate assumption is based on the LIBOR swap curve adjusted for an additional spread over LIBOR to reflect NPR.  
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Actuarial assumptions, including contractholder behavior and mortality, are reviewed at least annually, and updated based 

upon historical experience giving consideration to any observable market data, including available industry studies or market 

transactions such as acquisitions and reinsurance transactions. These assumptions are generally updated in the third quarter of each 

year unless a material change that the Company feels is indicative of a long term trend is observed in an interim period.   

Transfers between Levels 1 and 2 – Periodically there are transfers between Level 1 and Level 2 for foreign common 

stocks held in the Company’s Separate Account. In certain periods, an adjustment may be made for the fair value of these assets 

beyond the quoted market price to reflect events that occurred between the close of foreign trading markets and the close of U.S. 

trading markets for the respective  day. As a result of this type of adjustment, net transfers of $2.9 billion were moved from Level 

1 to Level 2 for the year ended December 31, 2012 and net transfers of $3.4 billion were moved from Level 2 to Level 1 for the 

year ended December 31, 2010. 
  

Level 3 Assets and Liabilities by Price Source—The table below presents the balances of Level 3 assets and liabilities 

measured at fair value with their corresponding pricing sources.  

 

    As of December 31, 2012 

    Internal (1)  External (2)  Total 

            
    (in millions) 

          

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

Corporate securities..............................................................................................................................................................................................................    665    272    937  

Asset-backed securities ........................................................................................................................................................................................................    180    3,172    3,352  

Commercial mortgage-backed securities .............................................................................................................................................................................    1    -    1  

Residential mortgage-backed securities ...............................................................................................................................................................................    3    10    13  

Equity securities ...................................................................................................................................................................................................................    43    206    249  

Other long-term investments ................................................................................................................................................................................................    (2)   509    507  

Due from parent and affiliates ..............................................................................................................................................................................................    1,558    88    1,646  

 Subtotal excluding separate account assets (3) ....................................................................................................................................................................    2,448    4,257    6,705  

Separate account assets ........................................................................................................................................................................................................    20,422    678    21,100  

            
 Total assets ..........................................................................................................................................................................................................................   $ 22,870   $ 4,935   $ 27,805  

            

Future policy benefits ...........................................................................................................................................................................................................   $ 1,552   $ -   $ 1,552  

Due to parent and affiliates ..................................................................................................................................................................................................    19    -    19  

 Total liabilities .....................................................................................................................................................................................................................   $ 1,571   $ -   $ 1,571  

 
 _____________  

(1) Represents valuations reflecting both internally-derived and market inputs, as well as third-party pricing information or quotes. See below for additional 
information related to internally-developed valuation for significant items in the above table. 

(2) Represents unadjusted prices from independent pricing services and independent indicative broker quotes where pricing inputs are not readily available. 

(3) Includes assets classified as fixed maturities available-for-sale, trading account assets supporting insurance liabilities and other trading account assets.  

 

Quantitative Information Regarding Internally-Priced Level 3 Assets and Liabilities – The table below presents 

quantitative information on significant internally-priced Level 3 assets and liabilities for which the investment risks associated 

with market value changes are borne by the Company.  

 

    As of December 31, 2012 
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    Fair Value  Valuation Techniques  Unobservable Inputs  Range (Weighted Average)  

Impact of 

Increase in 

Input on 

Fair Value 

(1) 

              
    (in millions)         

            

Assets:             

Corporate securities..............................................................................................................................................................................................................   $ 665   Discounted cash flow  Discount rate  2.9% - 17.5% (11.72%)  Decrease 

       Cap at call price  Call price  100% - 101% (100.26%)  Increase 

       Liquidation  Liquidation value  49% - 84% (81.67%)  Increase 

Asset-backed securities ........................................................................................................................................................................................................   $ 180   Discounted cash flow  Prepayment rate (2)  14.48% - 14.52% (14.50%)  Increase 

         Default rate (2)  2.48% - 2.52% (2.50%)  Decrease 

         Loss severity (2)  35.0% - 35.0% (35.0%)  Decrease 

         Liquidity premium  1.0% - 2.50% (1.83%)  Decrease 

         Average life (years)  0 years - 15 years (6.45 years)  Increase 

         Comparable spreads  0.1% - 0.4% (0.32%)  Decrease 

         

Comparable security 

yields  0.4% - 8.2% (6.97%)  Decrease 

Due from parent and      

     affiliates...........................................................................................................................................................................................................................   $ 1,558   Fair values are primarily determined in the same manner as future policy benefits 

              

Liabilities:             

Future policy benefits ...........................................................................................................................................................................................................   $ 1,552   Discounted cash flow  Lapse rate (3)  0% - 14%  Decrease 

       NPR spread (4)  0.20% - 1.60%  Decrease 

       Utilization rate (5)  70% - 94%  Increase 

         Withdrawal rate (6)  85% - 100%  Increase 

         Mortality rate (7)  0% - 13%  Decrease 

       Equity volatility curve  19% - 34%  Increase 

 
 ___________  

(1) Conversely, the impact of a decrease in input would have the opposite impact for the fair value as that presented in the table.  
(2) In isolation, an increase in prepayment rate or a decrease in default rate or loss severity would generally result in an increase in fair value, although the 

interrelationships between these inputs depend on specific market conditions. 

(3) Base lapse rates are adjusted at the contract level based on a comparison of the actuarially calculated guaranteed amount and the current policyholder account 
value as well as other factors, such as the applicability of any surrender charges. A dynamic lapse adjustment reduces the base lapse rate when the guaranteed 

amount is greater than the account value, as in-the-money contracts are less likely to lapse. Lapse rates are also generally assumed to be lower for the period 

where surrender charges apply. 
(4) To reflect NPR, the Company incorporates an additional spread over LIBOR into the discount rate used in the valuation of individual living benefit contracts 

in a liability position and generally not to those in a contra-liability position.  In determining the NPR spread, the Company believes it appropriate to reflect 

the financial strength ratings of the Company’s insurance subsidiaries as these are insurance liabilities and senior to debt. The additional spread over LIBOR 

is determined by the credit spreads associated with funding agreements issued by these subsidiaries, adjusted for any illiquidity risk premium. 

(5) The utilization rate assumption estimates the percentage of contracts that will utilize the benefit during the contract duration, and begin lifetime withdrawals 
at various time intervals from contract inception. The remaining contractholders are assumed to either begin lifetime withdrawals immediately or never 

utilizing the benefit. These assumptions vary based on the product type, the age of the contractholder and the age of the contract. The impact of changes in 

these assumptions is highly dependent on the contract type and age of the contractholder at the time of the sale and the timing of the first lifetime income 
withdrawal. 

(6) The withdrawal rate assumption estimates the magnitude of annual contractholder withdrawals relative to the maximum allowable amount under the contract. The fair 

value of the liability will generally increase the closer the withdrawal rate is to 100%. 
(7) Range reflects the mortality rate for the vast majority of business with living benefits, with policyholders ranging from 35 to 90 years old. While the majority 

of living benefits have a minimum age requirement, certain benefits do not have an age restriction. This results in contractholders for certain benefits with 

mortality rates approaching 0%. Based on historical experience, the Company applies a set of age and duration specific mortality rate adjustments compared 

to standard industry tables. A mortality improvement assumption is also incorporated into the overall mortality table. 
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Separate Account Assets—In addition to the significant internally-priced Level 3 assets and liabilities presented and 

described above, the Company also has internally-priced separate account assets reported within Level 3. Changes in the fair value 

of separate account assets are borne by customers and thus are offset by changes in separate account liabilities on the Company’s 

Consolidated Statement of Financial Position. As a result, changes in value associated with these investments do not impact the 

Company’s Consolidated Statement of Operations. In addition, fees earned by the Company related to the management of most 

separate account assets classified as Level 3 do not change due to changes in the fair value of these investments. Quantitative 

information about significant internally-priced Level 3 separate account assets is as follows:  
  

Real Estate and Other Invested Assets—Separate account assets include $19,518 million of investments in real estate as of 

December 31, 2012 that are classified as Level 3 and reported at fair value. In general, these fair value estimates are based on 

property appraisal reports prepared by independent real estate appraisers. Key inputs and assumptions to the appraisal process 

include rental income and expense amounts, related growth rates, discount rates and capitalization rates. In cases where real estate 

investments are made through indirect investments, fair value is generally determined by the Company’s equity in net assets of the 

entities. The debt associated with real estate, other invested assets and the Company’s equity position in entities are externally 

valued. Because of the subjective nature of inputs and the judgment involved in the appraisal process, real estate investments and 

their corresponding debt are typically included in the Level 3 classification. Key unobservable inputs to real estate valuation 

include capitalization rates, which range from 4.75% to 10.5% (6.49% weighted average) and discount rates, which range from 

6.25% to 15.0% (7.92% weighted average). Key unobservable inputs to real estate debt valuation include yield to maturity, which 

ranges from 3.59% to 7.62% (4.74% weighted average) and market spread over base rate, which ranges from 1.67% to 4.48% 

(3.22% weighted average).  
  

Commercial Mortgage Loans—Separate account assets include $833 million of commercial mortgage loans as of 

December 31, 2012 that are classified as Level 3 and reported at fair value. Commercial mortgage loans are primarily valued 

internally using discounted cash flow techniques, as described further under ―Fair Value of Financial Instruments.‖ The primary 

unobservable input used is the spread to discount cash flows, which range from 1.65% to 4.15% (1.87% weighted average). In 

isolation, an increase (decrease) in the value of this input would result in a lower (higher) fair value measurement.  
  

Valuation Process for Fair Value Measurements Categorized within Level 3 - The Company has established an internal 

control infrastructure over the valuation of financial instruments that requires ongoing oversight by its various Business Groups. 

These management control functions are segregated from the trading and investing functions. For invested assets, the Company 

has established oversight teams, often in the form of Pricing Committees within each asset management group. The teams, which 

typically include representation from investment, accounting, operations, legal and other disciplines are responsible for overseeing 

and monitoring the pricing of the Company’s investments and performing periodic due diligence reviews of independent pricing 

services. An actuarial valuation unit oversees the valuation of optional living benefit features of the Company’s variable annuity 

contracts.  The valuation unit works with segregated modeling and database administration teams to validate the appropriateness of 

input data and logic, data flow and implementation. 

 

The Company has also established policies and guidelines that require the establishment of valuation methodologies and 

consistent application of such methodologies. These policies and guidelines govern the use of inputs and price source hierarchies 

and provide controls around the valuation processes. These controls include appropriate review and analysis of investment prices 

against market activity or indicators of reasonableness, approval of price source changes, price overrides, methodology changes 

and classification of fair value hierarchy levels. For optional living benefit features of the Company's variable annuity products, the 

valuation unit periodically performs baseline testing of contract input data and actuarial assumptions  are reviewed at least 

annually, and updated based upon historical experience giving consideration to any observable market data, including available 

industry studies. The valuation policies and guidelines are reviewed and updated as appropriate.  

 

Within the trading and investing functions, the Company has established policies and procedures that relate to the approval 

of all new transaction types, transaction pricing sources and fair value hierarchy coding within the financial reporting system. For 

variable annuity product changes or new launches of optional living benefit features, the actuarial valuation unit validates input 

logic and new product features and agrees new input data directly to source documents.  
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Changes in Level 3 assets and liabilities – The following tables provide summaries of the changes in fair values of Level 3 

assets and liabilities as of the dates indicated, as well as the portion of gains or losses included in income attributable to unrealized 

gains or losses related to those assets and liabilities still held at the end of their respective periods.  

 

      Year Ended December 31, 2012 

      Fixed Maturities Available-For-Sale 

      
U.S. 

Government  U.S. States  

Foreign 

Government  Corporate  

Asset-

Backed  

Commercial 

Mortgage-

Backed  

Residential 

Mortgage-

Backed 

  (in millions) 

Fair Value, beginning of period ....................................................................................................................................................................................................................................................   $  66   $  -   $  25   $  803   $  1,657   $  12   $  16  

 Total gains (losses) (realized/unrealized):                      

  Included in earnings:                      

   Realized investment gains (losses), net .........................................................................................................................................................................................................................................     -     -     -     (34)    12     -     -  

  Included in other comprehensive income (loss) ............................................................................................................................................................................................................................     -     -     -     48     75     1     -  

 Net investment income .................................................................................................................................................................................................................................................................     -     -     -     5     28     -     1  

 Purchases ......................................................................................................................................................................................................................................................................................     -     10     -     316     2,523     43     -  

 Sales .............................................................................................................................................................................................................................................................................................     -     -     -     (161)    (413)    -     -  

 Issuances ......................................................................................................................................................................................................................................................................................     -     -     -     -     -     -     -  

 Settlements ...................................................................................................................................................................................................................................................................................     (2)    -     -     (254)    (470)    (3)    (6) 

 Other(1) ........................................................................................................................................................................................................................................................................................     (64)    -     (8)    72     -     -     -  

 Transfers into Level 3(2) ..............................................................................................................................................................................................................................................................     -     -     7     217     60     37     -  

 Transfers out of Level 3(2) ...........................................................................................................................................................................................................................................................     -     (10)    (24)    (168)    (501)    (90)    -  

Fair Value, end of period ..............................................................................................................................................................................................................................................................   $  -   $  -   $  -   $  844   $  2,971   $  -   $  11  

                          
Unrealized gains (losses) for assets still held (3):                      

  Included in earnings:                      

   Realized investment gains (losses), net .........................................................................................................................................................................................................................................   $  -   $  -   $  -   $  -   $  -   $  -   $  -  

                          

      Year Ended December 31, 2012 

      Trading Account Assets 

      
U.S 

Government  Corporate  

Asset-

Backed  

Commercial 

Mortgage-

Backed  

Residential 

Mortgage-

Backed  Equity  

All Other 

Activity 

                          
     (in millions) 

Fair Value, beginning of period ....................................................................................................................................................................................................................................................   .....................................................................................................................................................................................................................................................................................................  $  9   $  109   $  359   $  21   $  2   $  217   $  87  

 Total gains (losses) (realized/unrealized):                      

  Included in earnings:                      

   Realized investment gains (losses), net .........................................................................................................................................................................................................................................   .....................................................................................................................................................................................................................................................................................................    -     -     -     -     -     -     (51) 

   Other income ................................................................................................................................................................................................................................................................................   .....................................................................................................................................................................................................................................................................................................    -     (7)    12     1     -     14     2  

 Net investment income .................................................................................................................................................................................................................................................................   .....................................................................................................................................................................................................................................................................................................    -     -     5     -     -     -     -  

 Purchases ......................................................................................................................................................................................................................................................................................   .....................................................................................................................................................................................................................................................................................................    -     16     183     16     2     19     -  

 Sales .............................................................................................................................................................................................................................................................................................   .....................................................................................................................................................................................................................................................................................................    -     (8)    (7)    -     (2)    (30)    -  

 Issuances ......................................................................................................................................................................................................................................................................................   .....................................................................................................................................................................................................................................................................................................    -     -     -     -     -     -     -  

 Settlements ...................................................................................................................................................................................................................................................................................   .....................................................................................................................................................................................................................................................................................................    (2)    (25)    (109)    (1)    -     (14)    (19) 

 Other(1) ........................................................................................................................................................................................................................................................................................   .....................................................................................................................................................................................................................................................................................................    (7)    7     -     -     -     -     -  

 Transfers into Level 3(2) ..............................................................................................................................................................................................................................................................   .....................................................................................................................................................................................................................................................................................................    -     5     3     80     -     -     -  

 Transfers out of Level 3(2) ...........................................................................................................................................................................................................................................................   .....................................................................................................................................................................................................................................................................................................    -     (4)    (65)    (116)    -     (1)    -  

Fair Value, end of period ..............................................................................................................................................................................................................................................................   .....................................................................................................................................................................................................................................................................................................  $  -   $  93   $  381   $  1   $  2   $  205   $  19  
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Unrealized gains (losses) for assets still held (3):                      

  Included in earnings:                      

   Realized investment gains (losses), net .........................................................................................................................................................................................................................................   .....................................................................................................................................................................................................................................................................................................  $  -   $  -   $  -   $  -   $  -   $  -   $  (7) 

   Other income ................................................................................................................................................................................................................................................................................   .....................................................................................................................................................................................................................................................................................................  $  -   $  -   $  2   $  -   $  -   $  3   $  1  

                          

               Year Ended December 31, 2012 

              

Equity 

Securities 

Available-

For-Sale  

Commercial 

Mortgage 

and Other 

Loans  

Other 

Long-term 

Investments  

Due from 

parent and 

affiliates 

     (in millions) 

Fair Value, beginning of period ....................................................................................................................................................................................................................................................   $  66   $  (1)  $  371   $  2,737  

 Total gains (losses) (realized/unrealized): ....................................................................................................................................................................................................................................              

  Included in earnings: ....................................................................................................................................................................................................................................................................              

   Realized investment gains (losses), net .........................................................................................................................................................................................................................................     (5)    1     6     (18) 

   Other income ................................................................................................................................................................................................................................................................................     -     -     44     -  

  Included in other comprehensive income (loss) ............................................................................................................................................................................................................................     8     -     -     23  

 Net investment income .................................................................................................................................................................................................................................................................     -     -     -     30  

 Purchases ......................................................................................................................................................................................................................................................................................     64     -     173     161  

 Sales .............................................................................................................................................................................................................................................................................................     (2)    -     -     (72) 

 Issuances ......................................................................................................................................................................................................................................................................................     -     -     -     422  

 Settlements ...................................................................................................................................................................................................................................................................................     -     -     (87)    (378) 

 Transfers into Level 3(2) ..............................................................................................................................................................................................................................................................     5     -     -     -  

 Transfers out of Level 3(2) ...........................................................................................................................................................................................................................................................     (92)    -     -     (1,259) 

Fair Value, end of period ..............................................................................................................................................................................................................................................................   $  44   $  -   $  507   $  1,646  

                          
Unrealized gains (losses) for assets still held (3):             

  Included in earnings:             

   Realized investment gains (losses), net .........................................................................................................................................................................................................................................   $  -   $  -   $  -   $  (289) 

   Other income ................................................................................................................................................................................................................................................................................   $  -   $  -   $  10   $  -  

                          

               Year Ended December 31, 2012 

               

Separate 

Account 

Assets (4)  

Future 

Policy 

Benefits  

Other 

Liabilities  

Due to 

parent and 

affiliates 

           (in millions) 
Fair Value, beginning of period ....................................................................................................................................................................................................................................................   $  19,333   $  (1,091)  $  (3)  $  (83) 

 Total gains (losses) (realized/unrealized):             

  Included in earnings:             

   Realized investment gains (losses), net .........................................................................................................................................................................................................................................     -     (8)    (22)    68  

   Other income ................................................................................................................................................................................................................................................................................     -     -     -     (2) 

   Interest credited to policyholders' account balances .....................................................................................................................................................................................................................     1,929     -     -     -  

 Purchases ......................................................................................................................................................................................................................................................................................     4,221     -     -     -  

 Sales .............................................................................................................................................................................................................................................................................................     (1,692)    -     -     -  

 Issuances ......................................................................................................................................................................................................................................................................................     -     (453)    -     -  

 Settlements ...................................................................................................................................................................................................................................................................................     (2,272)    -     25     (2) 

 Transfers into Level 3(2) ..............................................................................................................................................................................................................................................................     326     -     -     -  

 Transfers out of Level 3(2) ...........................................................................................................................................................................................................................................................     (745)    -     -     -  

Fair Value, end of period ..............................................................................................................................................................................................................................................................   $  21,100   $  (1,552)  $  -   $  (19) 
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Unrealized gains (losses) for assets/liabilities still held (3):             

  Included in earnings:             

   Realized investment gains (losses), net .........................................................................................................................................................................................................................................   $  -   $  313   $  -   $  7  

   Interest credited to policyholders' account ....................................................................................................................................................................................................................................   $  156   $  -   $  -   $  -  

 

         Year Ended December 31, 2011 

         Fixed Maturities Available-For-Sale 

        

U.S. 

Government  
Foreign 

Government  Corporate  

Asset-

Backed  

Commercial 

Mortgage-

Backed  

Residential 

Mortgage-

Backed 

  (in millions) 

Fair Value, beginning of period ....................................................................................................................................................................................................................................................   $  -   $  27   $  991   $  1,507   $  -   $  23  

 Total gains (losses) (realized/unrealized):                   

  Included in earnings:                   

   Realized investment gains (losses), net .........................................................................................................................................................................................................................................     -     -     (24)    20     -     -  

  Included in other comprehensive income (loss) ............................................................................................................................................................................................................................     -     1     (56)    (9)    -     (1) 

 Net investment income .................................................................................................................................................................................................................................................................     -     -     5     27     -     -  

 Purchases ......................................................................................................................................................................................................................................................................................     66     1     526     1,418     5     1  

 Sales .............................................................................................................................................................................................................................................................................................     -     (1)    (104)    (502)    -     (1) 

 Issuances ......................................................................................................................................................................................................................................................................................     -     -     9     -     -     -  

 Settlements ...................................................................................................................................................................................................................................................................................     -     -     (342)    (206)    -     (5) 

 Other(1) ........................................................................................................................................................................................................................................................................................     -     -     (3)    1     -     (1) 

 Transfers into Level 3(2) ..............................................................................................................................................................................................................................................................     -     -     281     13     12     -  

 Transfers out of Level 3(2) ...........................................................................................................................................................................................................................................................     -     (3)    (480)    (612)    (5)    -  

Fair Value, end of period ..............................................................................................................................................................................................................................................................   $  66   $  25   $  803   $  1,657   $  12   $  16  

                          
Unrealized gains (losses) for assets still held (3):                   

  Included in earnings:                   

   Realized investment gains (losses), net .........................................................................................................................................................................................................................................   $  -   $  -   $  (38)  $  (1)  $  -   $  -  

                          

      Year Ended December 31, 2011 

      Trading Account Assets 

      
U.S 

Government  Corporate  

Asset-

Backed  

Commercial 

Mortgage-

Backed  

Residential 

Mortgage-

Backed  Equity  

All Other 

Activity 

                          
     (in millions) 

Fair Value, beginning of period ....................................................................................................................................................................................................................................................   .....................................................................................................................................................................................................................................................................................................  $  -   $  82   $  237   $  5   $  18   $  8   $  129  

 Total gains (losses) (realized/unrealized):                      

  Included in earnings:                      

   Realized investment gains (losses), net .........................................................................................................................................................................................................................................   .....................................................................................................................................................................................................................................................................................................    -     -     -     -     -     -     (14) 

   Other income ................................................................................................................................................................................................................................................................................   .....................................................................................................................................................................................................................................................................................................    -     6     (2)    -     -     (28)    2  

 Net investment income .................................................................................................................................................................................................................................................................   .....................................................................................................................................................................................................................................................................................................    -     -     3     -     -     -     -  

 Purchases ......................................................................................................................................................................................................................................................................................   .....................................................................................................................................................................................................................................................................................................    9     72     305     10     -     37     -  

 Sales .............................................................................................................................................................................................................................................................................................   .....................................................................................................................................................................................................................................................................................................    -     (12)    (23)    -     -     (77)    -  

 Issuances ......................................................................................................................................................................................................................................................................................   .....................................................................................................................................................................................................................................................................................................    -     1     -     -     -     -     -  

 Settlements ...................................................................................................................................................................................................................................................................................   .....................................................................................................................................................................................................................................................................................................    -     (39)    (97)    (3)    (1)    (30)    (35) 

 Other(1) ........................................................................................................................................................................................................................................................................................   .....................................................................................................................................................................................................................................................................................................    -     -     15     -     (15)    240     -  

 Transfers into Level 3(2) ..............................................................................................................................................................................................................................................................   .....................................................................................................................................................................................................................................................................................................    -     43     -     19     -     67     5  
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 Transfers out of Level 3(2) ...........................................................................................................................................................................................................................................................   .....................................................................................................................................................................................................................................................................................................    -     (44)    (79)    (10)    -     -     -  

Fair Value, end of period ..............................................................................................................................................................................................................................................................   .....................................................................................................................................................................................................................................................................................................  $  9   $  109   $  359   $  21   $  2   $  217   $  87  

                          
Unrealized gains (losses) for assets still held (3):                      

  Included in earnings:                      

   Realized investment gains (losses), net .........................................................................................................................................................................................................................................   .....................................................................................................................................................................................................................................................................................................  $  -   $  -   $  -   $  -   $  -   $  -   $  (14) 

   Other income ................................................................................................................................................................................................................................................................................   .....................................................................................................................................................................................................................................................................................................  $  -   $  4   $  (1)  $  -   $  -   $  (8)  $  2  

                          

               Year Ended December 31, 2011 

              

Equity 

Securities 

Available-

For-Sale  

Commercial 

Mortgage 

and Other 

Loans  

Other 

Long-term 

Investments  

Due from 

parent and 

affiliates 

     (in millions) 

Fair Value, beginning of period ....................................................................................................................................................................................................................................................   $  69   $  (6)  $  251   $  1,919  

 Total gains (losses) (realized/unrealized): ....................................................................................................................................................................................................................................              

  Included in earnings: ....................................................................................................................................................................................................................................................................              

   Realized investment gains (losses), net .........................................................................................................................................................................................................................................     (15)    5     6     959  

   Other income ................................................................................................................................................................................................................................................................................     -     -     (5)    -  

  Included in other comprehensive income (loss) ............................................................................................................................................................................................................................     20     -     -     (54) 

 Net investment income .................................................................................................................................................................................................................................................................     -     -     -     46  

 Purchases ......................................................................................................................................................................................................................................................................................     49     -     145     691  

 Sales .............................................................................................................................................................................................................................................................................................     (47)    -     -     -  

 Issuances ......................................................................................................................................................................................................................................................................................     -     -     -     -  

 Settlements ...................................................................................................................................................................................................................................................................................     (8)    -     (26)    (501) 

 Other(1) ........................................................................................................................................................................................................................................................................................     (240)    -     -     (365) 

 Transfers into Level 3(2) ..............................................................................................................................................................................................................................................................     240     -     -     42  

 Transfers out of Level 3(2) ...........................................................................................................................................................................................................................................................     (2)    -     -     -  

Fair Value, end of period ..............................................................................................................................................................................................................................................................   $  66   $  (1)  $  371   $  2,737  

                          
Unrealized gains (losses) for assets still held (3):             

  Included in earnings:             

   Realized investment gains (losses), net .........................................................................................................................................................................................................................................   $  (22)  $  5   $  2   $  999  

   Other income ................................................................................................................................................................................................................................................................................   $  -   $  -   $  (5)  $  -  

                          

               Year Ended December 31, 2011 

               

Separate 

Account 

Assets (4)  

Future 

Policy 

Benefits  

Other 

Liabilities  

Due to 

parent and 

affiliates 

           (in millions) 
Fair Value, beginning of period ....................................................................................................................................................................................................................................................   $  15,771   $  348   $  (3)  $  (126) 

 Total gains (losses) (realized/unrealized):             

  Included in earnings:             

   Realized investment gains (losses), net .........................................................................................................................................................................................................................................     -     (1,154)    (17)    36  

   Other income ................................................................................................................................................................................................................................................................................     -     -     -     (2) 

   Interest credited to policyholders' account balances .....................................................................................................................................................................................................................     2,850     -     -     -  

 Net investment income .................................................................................................................................................................................................................................................................     20     -     -     -  

 Purchases ......................................................................................................................................................................................................................................................................................     3,097     (284)    -     -  

 Sales .............................................................................................................................................................................................................................................................................................     (1,454)    -     -     -  

 Issuances ......................................................................................................................................................................................................................................................................................     3     -     -     -  
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 Settlements ...................................................................................................................................................................................................................................................................................     (1,156)    (1)    17     14  

 Transfers into Level 3(2) ..............................................................................................................................................................................................................................................................     864     -     -     (5) 

 Transfers out of Level 3(2) ...........................................................................................................................................................................................................................................................     (662)    -     -     -  

Fair Value, end of period ..............................................................................................................................................................................................................................................................   $  19,333   $  (1,091)  $  (3)  $  (83) 

                          
Unrealized gains (losses) for assets/liabilities still held (3):             

  Included in earnings:             

   Realized investment gains (losses), net .........................................................................................................................................................................................................................................   $  -   $  (1,160)  $  (17)  $  36  

   Other income ................................................................................................................................................................................................................................................................................   $  -   $  -   $  -   $  (2) 

   Interest credited to policyholders' account ....................................................................................................................................................................................................................................   $  1,825   $  -   $  -   $  -  
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            Year Ended December 31, 2010 

            Fixed Maturities Available-For-Sale 

          

Foreign 

Government  Corporate  

Asset-

Backed  

Commercial 

Mortgage-

Backed  

Residential 

Mortgage-

Backed 

  (in millions) 

Fair Value, beginning of period ....................................................................................................................................................................................................................................................   $  42   $  752   $  6,085   $  -   $  83  

 Total gains (losses) (realized/unrealized):                

  Included in earnings:                

   Realized investment gains (losses), net .........................................................................................................................................................................................................................................     -     (28)    (47)    -     -  

  Included in other comprehensive income (loss) ............................................................................................................................................................................................................................     -     94     109     1     -  

 Net investment income .................................................................................................................................................................................................................................................................     -     8     (19)    -     1  

 Purchases, sales, issuances and settlements ..................................................................................................................................................................................................................................     -     (183)    339     19     (6) 

 Other(1) ........................................................................................................................................................................................................................................................................................     -     10     -     48     (48) 

 Transfers into Level 3(2) ..............................................................................................................................................................................................................................................................     -     455     129     8     2  

 Transfers out of Level 3(2) ...........................................................................................................................................................................................................................................................     (15)    (117)    (5,089)    (76)    (9) 

Fair Value, end of period ..............................................................................................................................................................................................................................................................   $  27   $  991   $  1,507   $  -   $  23  

                          
Unrealized gains (losses) for assets still held (3):                

  Included in earnings:                

   Realized investment gains (losses), net .........................................................................................................................................................................................................................................   $  -   $  (30)  $  (66)  $  -   $  -  

                          

         Year Ended December 31, 2010 

         Trading Account Assets 

        Corporate  

Asset-

Backed  

Commercial 

Mortgage-

Backed  

Residential 

Mortgage-

Backed  Equity  

All Other 

Activity 

                          
     (in millions) 

Fair Value, beginning of period ....................................................................................................................................................................................................................................................   $  83   $  323   $  5   $  20   $  5   $  290  

 Total gains (losses) (realized/unrealized):                   

  Included in earnings:                   

   Realized investment gains (losses), net .........................................................................................................................................................................................................................................     -     -     -     -     -     (66) 

   Other income ................................................................................................................................................................................................................................................................................     (1)    4     3     1     4     3  

 Net investment income .................................................................................................................................................................................................................................................................     1     1     -     -     -     -  

 Purchases, sales, issuances and settlements ..................................................................................................................................................................................................................................     (36)    136     (2)    (3)    (1)    (98) 

 Transfers into Level 3(2) ..............................................................................................................................................................................................................................................................     72     24     31     -     -     -  

 Transfers out of Level 3(2) ...........................................................................................................................................................................................................................................................     (37)    (251)    (32)    -     -     -  

Fair Value, end of period ..............................................................................................................................................................................................................................................................   $  82   $  237   $  5   $  18   $  8   $  129  

                          
Unrealized gains (losses) for assets still held (3):                   

  Included in earnings:                   

   Realized investment gains (losses), net .........................................................................................................................................................................................................................................   $  -   $  -   $  -   $  -   $  -   $  (65) 

   Other income ................................................................................................................................................................................................................................................................................   $  3   $  1   $  5   $  1   $  3   $  3  
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               Year Ended December 31, 2010 

              

Equity 

Securities 

Available-

For-Sale  

Commercial 

Mortgage 

and Other 

Loans  

Other 

Long-term 

Investments  

Due from 

parent and 

affiliates 

     (in millions) 

Fair Value, beginning of period ....................................................................................................................................................................................................................................................   $  124   $  (10)  $  -   $  3,372  

 Total gains (losses) (realized/unrealized): ....................................................................................................................................................................................................................................              

  Included in earnings: ....................................................................................................................................................................................................................................................................              

   Realized investment gains (losses), net .........................................................................................................................................................................................................................................     51     4     (9)    (477) 

   Other income ................................................................................................................................................................................................................................................................................     -     -     18     -  

  Included in other comprehensive income (loss) ............................................................................................................................................................................................................................     (39)    -     -     37  

 Net investment income .................................................................................................................................................................................................................................................................     -     -     -     45  

 Purchases, sales, issuances and settlements ..................................................................................................................................................................................................................................     (69)    -     242     (1,468) 

 Transfers into Level 3(2) ..............................................................................................................................................................................................................................................................     3     -     -     410  

 Transfers out of Level 3(2) ...........................................................................................................................................................................................................................................................     (1)    -     -     -  

Fair Value, end of period ..............................................................................................................................................................................................................................................................   $  69   $  (6)  $  251   $  1,919  

                          
Unrealized gains (losses) for assets still held (3):             

  Included in earnings:             

   Realized investment gains (losses), net .........................................................................................................................................................................................................................................   $  (2)  $  4   $  (9)  $  (476) 

   Other income ................................................................................................................................................................................................................................................................................   $  -   $  -   $  18   $  -  

                          

               Year Ended December 31, 2010 

               

Separate 

Account 

Assets (4)  

Future 

Policy 

Benefits  

Other 

Liabilities  

Due to 

parent and 

affiliates 

           (in millions) 
Fair Value, beginning of period ....................................................................................................................................................................................................................................................   $  13,047   $  (58)  $  (10)  $  (288) 

 Total gains (losses) (realized/unrealized):             

  Included in earnings:             

   Realized investment gains (losses), net .........................................................................................................................................................................................................................................     -     520     4     68  

   Other income ................................................................................................................................................................................................................................................................................     -     -     -     (3) 

   Interest credited to policyholders' account balances .....................................................................................................................................................................................................................     2,125     -     -     -  

 Purchases, sales, issuances and settlements ..................................................................................................................................................................................................................................     839     (114)    3     97  

 Transfers into Level 3(2) ..............................................................................................................................................................................................................................................................     171     -     -     -  

 Transfers out of Level 3(2) ...........................................................................................................................................................................................................................................................     (411)    -     -     -  

Fair Value, end of period ..............................................................................................................................................................................................................................................................   $  15,771   $  348   $  (3)  $  (126) 

                          
Unrealized gains (losses) for assets/liabilities still held (3):             

  Included in earnings:             

   Realized investment gains (losses), net .........................................................................................................................................................................................................................................   $  -   $  474   $  4   $  68  

   Other income ................................................................................................................................................................................................................................................................................   $  -   $  -   $  -   $  (3) 

   Interest credited to policyholders' account ....................................................................................................................................................................................................................................   $  1,077   $  -   $  -   $  -  

 _____________  

(1) Other represents the impact of consolidation or deconsolidation of funds and reclassifications of certain assets between reporting categories. 

(2) Transfers into or out of Level 3 are generally reported as the value as of the beginning of the quarter in which the transfer occurs. 
(3) Unrealized gains or losses related to assets still held at the end of the period do not include amortization or accretion of premiums and discounts.  

(4) Separate account assets represent segregated funds that are invested for certain customers. Investment risks associated with market value changes are borne by 

the customers, except to the extent of minimum guarantees made by the Company with respect to certain accounts.  Separate account liabilities are not 
included in the above table as they are reported at contract value and not fair value in the Company’s Consolidated Statement of Financial Position. 
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Transfers – Transfers into Level 3 are generally the result of unobservable inputs utilized within valuation methodologies 

and the use of broker quotes (that cannot be validated) for which information from third party pricing services (that can be 

validated) was previously utilized.  Transfers out of Level 3 are generally due to the use of observable inputs in valuation 

methodologies as well as the utilization of pricing service information for certain assets that the Company is able to validate.   

Significant transfers into and/or out of Level 3 are discussed below: 

 

For the year ended December 31, 2012, the majority of the Equity Securities Available-for-Sale transfers out of Level 3 were 

due to the determination that the pricing inputs for certain equity securities did not have a material liquidity discount and therefore, 

should be classified as Level 1, not Level 3.   

 

For the year ended December 31, 2011, the majority of the Equity Securities Available-for-Sale, Trading Account Assets 

Supporting Insurance Liabilities – Equity Securities and Other Trading Account Assets – Equity Securities transfers into Level 3 

were due to the determination that the pricing inputs for perpetual preferred stocks provided by third party pricing services were 

primarily based on indicative broker quotes which could not always be verified against directly observable market information.  

 

For the year ended December 31, 2010, the majority of the transfers out of Level 3 for Fixed Maturities Available-for-Sale – 

Asset-Backed Securities and Trading Account Assets Supporting Insurance Liabilities – Asset-Backed Securities resulting from 

the Company’s conclusion that the market for asset-backed securities collateralized by sub-prime mortgages had been becoming 

increasingly active. The pricing received from independent pricing services could be validated by the Company. The market for 

asset-backed securities was deemed inactive in 2009.   

 
Derivative Fair Value Information 

 

The following tables present the balance of derivative assets and liabilities measured at fair value on a recurring basis, as of 

the date indicated, by primary underlying. These tables exclude embedded derivatives which are recorded with the associated host 

contract. These derivative assets and liabilities are included in ―Other trading account assets,‖ ―Other long-term investments‖ or 

―Other liabilities‖ in the tables presented above.  

 

    As of December 31, 2012 

    Level 1  Level 2  Level 3   Netting (1)  Total 

                  
    (in millions) 

Derivative assets:                

 Interest Rate .........................................................................................................................................................................................................................   $ 11   $ 15,794   $ 5   $   $ 15,810  

 Currency ..............................................................................................................................................................................................................................    -    1,299    -       1,299  

 Credit ...................................................................................................................................................................................................................................    -    27    -       27  

 Currency/Interest Rate .........................................................................................................................................................................................................    -    450    -       450  

 Equity ..................................................................................................................................................................................................................................    -    671    19       690  

 Netting (1) ...........................................................................................................................................................................................................................             (14,980)   (14,980) 

  Total derivative assets ..........................................................................................................................................................................................................   $ 11   $ 18,241   $ 24   $ (14,980)  $ 3,296  

Derivative liabilities:                

 Interest Rate .........................................................................................................................................................................................................................   $ 11   $ 12,826   $ 2   $   $ 12,839  

 Currency ..............................................................................................................................................................................................................................    -    1,282    -       1,282  

 Credit ...................................................................................................................................................................................................................................    -    66    -       66  

 Currency/Interest Rate .........................................................................................................................................................................................................    -    571    -       571  

 Equity ..................................................................................................................................................................................................................................    -    627    19       646  

 Netting (1) ...........................................................................................................................................................................................................................             (12,654)   (12,654) 

  Total derivative liabilities ....................................................................................................................................................................................................   $ 11   $ 15,372   $ 21   $ (12,654)  $ 2,750  
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    As of December 31, 2011 

    Level 1  Level 2  Level 3   Netting (1)  Total 

                  
    (in millions) 

Derivative assets:                

 Interest Rate .........................................................................................................................................................................................................................   $ 10   $ 16,114   $ 8   $   $ 16,132  

 Currency ..............................................................................................................................................................................................................................    -    684    -       684  

 Credit ...................................................................................................................................................................................................................................    -    64    1       65  

 Currency/Interest Rate .........................................................................................................................................................................................................    -    562    -       562  

 Equity ..................................................................................................................................................................................................................................    -    543    83       626  

 Netting (1) ...........................................................................................................................................................................................................................             (13,252)   (13,252) 

  Total derivative assets ..........................................................................................................................................................................................................   $ 10   $ 17,967   $ 92   $ (13,252)  $ 4,817  

Derivative liabilities:                

 Interest Rate .........................................................................................................................................................................................................................   $ 9   $ 14,426   $ 6   $   $ 14,441  

 Currency ..............................................................................................................................................................................................................................    -    667    -       667  

 Credit ...................................................................................................................................................................................................................................    -    88    -       88  

 Currency/Interest Rate .........................................................................................................................................................................................................    -    826    -       826  

 Equity ..................................................................................................................................................................................................................................    -    492    83       575  

 Netting (1) ...........................................................................................................................................................................................................................             (9,530)   (9,530) 

  Total derivative liabilities ....................................................................................................................................................................................................   $ 9   $ 16,499   $ 89   $ (9,530)  $ 7,067  

 
 _____________  

(1) ―Netting‖ amounts represent cash collateral and the impact of offsetting asset and liability positions held with the same counterparty.  

 

Changes in Level 3 derivative assets and liabilities - The following tables provide a summary of the changes in fair value 

of Level 3 derivative assets and liabilities for the years ended December 31, 2012 and 2011, as well as the portion of gains or 

losses included in income for the years ended  December 31, 2012 and 2011, attributable to unrealized gains or losses related to 

those assets and liabilities still held at December 31, 2012.  
 

      Year Ended December 31, 2012 

      

Derivative 

Assets - 

Equity  

Derivative 

Liability - 

Equity  

Derivative 

Asset - 

Credit  

Derivative 

Liabilities - 

Credit  

Derivative 

Asset -  

Interest 

Rate  

Derivative 

Liabilities - 

Interest 

Rate 
  (in millions) 

Fair Value, beginning of period ...........................................................................................................................................................................................   $ 83   $ (83)  $ 1   $ (1)  $ 8   $ (6) 

 Total gains or (losses) (realized/unrealized):                   

  Included in earnings:                   

   Realized investment gains (losses), net ...............................................................................................................................................................................    (70)   70    (1)   1    (3)   4  

   Asset management fees and other income ...........................................................................................................................................................................    -    -    -    -    -    -  

 Purchases ..............................................................................................................................................................................................................................    6    (6)   -    -    -    -  

 Transfers into Level 3(1) ......................................................................................................................................................................................................    -    -    -    -    -    -  

 Transfers out of Level 3(1)...................................................................................................................................................................................................    -    -    -    -    -    -  

Fair Value, end of period .....................................................................................................................................................................................................   $ 19   $ (19)  $ -   $ -   $ 5   $ (2) 
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Unrealized gains (losses) for the period relating to those 

level 3                   

 assets that were still held at the end of the period:                   

  Included in earnings:                   

   Realized investment gains (losses), net ...............................................................................................................................................................................   $ (70)  $ 70   $ (1)  $ 1   $ (3)  $ 4  

   Asset management fees and other income ...........................................................................................................................................................................   $ -   $ -   $ -   $ -   $ -   $ -  

                       

      Year Ended December 31, 2011 

      

Derivative 

Assets - 

Equity  

Derivative 

Liability - 

Equity  

Derivative 

Asset - 

Credit  

Derivative 

Liabilities - 

Credit  

Derivative 

Asset -  

Interest 

Rate  

Derivative 

Liabilities - 

Interest 

Rate 
      (in millions) 

Fair Value, beginning of period ...........................................................................................................................................................................................   $ 126   $ (126)  $ -   $ -   $ 3   $ (12) 

 Total gains or (losses) (realized/unrealized):                   

  Included in earnings:                   

   Realized investment gains (losses), net ...............................................................................................................................................................................    (29)   29    1    -    5    6  

   Asset management fees and other income ...........................................................................................................................................................................    -    -    -    -    -    -  

 Settlements ...........................................................................................................................................................................................................................    (14)   14    -    -    -    -  

 Transfers into Level 3(1) ......................................................................................................................................................................................................    -    -    -    -    -    -  

 Transfers out of Level 3(1)...................................................................................................................................................................................................    -    -    -    -    -    -  

Fair Value, end of period .....................................................................................................................................................................................................   $ 83   $ (83)  $ 1   $ -   $ 8   $ (6) 

                       

Unrealized gains (losses) for the period relating to those 

level 3                   

 assets that were still held at the end of the period:                   

  Included in earnings:                   

   Realized investment gains (losses), net ...............................................................................................................................................................................   $ (29)  $ 29   $ 1   $ (1)  $ 5   $ 6  

   Asset management fees and other income ...........................................................................................................................................................................   $ -   $ -   $ -   $ -   $ -   $ -  

 
 _____________  

(1) Transfers into or out of Level 3 are generally reported as the value as of the beginning of the quarter in which the transfer occurs. 

 

Nonrecurring Fair Value Measurements - Certain assets and liabilities are measured at fair value on a nonrecurring basis. 

Nonrecurring fair value adjustments resulted in $1 million of net gains being recorded for the year ended December 31, 2012 on 

certain commercial mortgage loans. The carrying value of these loans as of December 31, 2012 was $14 million. Similar 

nonrecurring fair value adjustments on commercial mortgage loans resulted in net losses of $5 million and $109 million for the 

years ended December 31, 2011 and 2010, respectively. The adjustments were based on discounted cash flows utilizing market 

rates or the fair value of the underlying real estate collateral and were classified as Level 3 in the hierarchy.  

 

Impairments of $46 million were recorded related to the write off of intangible assets. The impairments were primarily based 

on discounted cash flow models, using assumptions and inputs specific to the Company, and are therefore, classified as Level 3 in 

the hierarchy. Impairments of $4 million, $7 million and $6 million were recorded for the years ended December 31, 2012, 2011 

and 2010, respectively, on certain cost method investments. The impairments were based primarily on discounted future cash flow 

models and, where appropriate, valuations provided by the general partners taken into consideration with deal and management fee 

expenses and classified as Level 3 in the hierarchy. 

 

Fair Value Option - The following table presents information regarding changes in fair values recorded in earnings other 

long-term investments where the fair value option has been elected.  
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    2012   2011   2010  

    (in millions) 

Assets:          

 Other long-term investments:          

  Changes in fair value ...........................................................................................................................................................................................................    40    (5)   18  

 
The fair value of other long-term investments were $464 million and $366 million as of December 31, 2012 and 2011, 

respectively.  

 
Fair Value of Financial Instruments 

 

The table below presents the carrying amount and fair value by fair value hierarchy level of certain financial instruments that 

are not reported at fair value. However, in some cases, as described below, the carrying amount equals or approximates fair value.  
 

    December 31, 2012  December 31, 2011 

    
Fair Value  

Carrying 

Amount (1) 
 Fair Value  

Carrying 

Amount 

    Level 1  Level 2  Level 3  Total  Total  Total  Total 

                          (in millions) 

Assets:                      

 Commercial mortgage and other loans .................................................................................................................................................................................   $ -   $ -   $ 33,458   $ 33,458   $ 30,738   $ 30,973   $ 28,787  

 Policy loans ..........................................................................................................................................................................................................................    -    -    10,834    10,834    8,215    10,987    8,077  

 Other affiliated notes receivable ..........................................................................................................................................................................................    -    5,053    116    5,169    4,740    2,985    2,880  

 Short-term investments ........................................................................................................................................................................................................    -    26    -    26    26    33    33  

 Cash and cash equivalents ....................................................................................................................................................................................................    601    31    -    632    632    405    405  

 Accrued investment income .................................................................................................................................................................................................    -    1,934    -    1,934    1,934    1,635    1,635  

 Due from parents and affiliates ............................................................................................................................................................................................    -    -    6,189    6,189    6,189    4,182    4,182  

 Other assets ..........................................................................................................................................................................................................................    38    922    631    1,591    1,591    1,541    1,541  

  Total assets ..........................................................................................................................................................................................................................   $ 639   $ 7,966   $ 51,228   $ 59,833   $ 54,065   $ 52,741   $ 47,540  

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

Liabilities:                      

 Policyholders' account balances                      
     -investment contracts .......................................................................................................................................................................................................   $ -   $ 34,285   $ 28,832   $ 63,117   $ 60,969   $ 62,748   $ 60,882  

 Securities sold under agreements                      

     to repurchase ....................................................................................................................................................................................................................    -    5,680    -    5,680    5,680    6,031    6,031  

 Cash collateral for loaned securities .....................................................................................................................................................................................    -    3,902    -    3,902    3,902    2,847    2,847  

 Short-term debt ....................................................................................................................................................................................................................    -    707    -    707    700    1,255    1,255  

 Long-term debt .....................................................................................................................................................................................................................    -    8,032    5,184    13,216    12,011    10,472    10,101  

 Other liabilities .....................................................................................................................................................................................................................    -    2,867    649    3,516    3,516    2,403    2,403  

 Due to parents and affiliates .................................................................................................................................................................................................    -    -    5,948    5,948    5,948    3,201    3,201  

 Separate account liabilities                      

    -investment contracts ........................................................................................................................................................................................................    -    75,494    21,066    96,560    96,560    89,492    89,492  

  Total liabilities ....................................................................................................................................................................................................................   $ -   $ 130,967   $ 61,679   $ 192,646   $ 189,286   $ 178,449   $ 176,212  
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(1) Carrying values presented herein differ from those in the Company’s Consolidated Statement of Financial Position because certain items within the respective 
financial statement captions are not considered financial instruments or out of scope under authoritative guidance relating to disclosures of the fair value of 

financial instruments.  Financial statement captions excluded from the above table are not considered financial instruments. 

 

The fair values presented above have been determined by using available market information and by applying market 

valuation methodologies, as described in more detail below.  

 

Commercial Mortgage and Other Loans 

 

The fair value of most commercial mortgage loans is based upon the present value of the expected future cash flows 

discounted at the appropriate U.S. Treasury rate or foreign government bond rate (for non-U.S. dollar-denominated loans) plus an 

appropriate credit spread for similar quality loans. The quality ratings for these loans, a primary determinant of the credit spreads 

and a significant component of the pricing process, are based on an internally-developed methodology. 

 

Certain commercial mortgage loans are valued incorporating other factors, including the terms of the loans, the principal exit 

strategies for the loans, prevailing interest rates and credit risk. Other loan valuations are primarily based upon the present value of 

the expected future cash flows discounted at the appropriate Japanese government bond rate and local market swap rates or credit 

default swap spreads, plus an appropriate credit spread and liquidity premium. The credit spread and liquidity premium are a 

significant component of the pricing inputs, and are based upon an internally-developed methodology, which takes into account, 

among other factors, the credit quality of the loans, the property type of the collateral, the weighted average coupon and the 

weighted average life of the loans. 

 

Policy Loans  

 

The fair value of U.S. insurance policy loans is calculated using a discounted cash flow model based upon current U.S. 

Treasury rates and historical loan repayment patterns, while Japanese insurance policy loans use the risk-free proxy based on the 

yen LIBOR. For group corporate-, bank- and trust-owned life insurance contracts and group universal life contracts, the fair value 

of the policy loans is the amount due, excluding interest, as of the reporting date. 

 

Other Affiliated Notes Receivable 

 

The fair value of affiliated notes receivable is determined using a discounted cash flow model, which utilizes a discount rate 

based upon market indications from broker-dealers, as well as internal assumptions and takes into account, among other factors, 

the credit quality of the issuer and the reduced liquidity associated with private placements, where appropriate. Affiliated notes 

receivable are reflected within ―Due from parent and affiliates.‖ 

 

Short-Term Investments, Cash & Equivalents, Accrued Investment Income and Other Assets 

  

The Company believes that due to the short-term nature of certain assets, the carrying value approximates fair value. These 

assets include: certain short-term investments which are not securities, are recorded at amortized cost and include quality loans; 

cash and cash equivalent instruments; accrued investment income; and other assets that meet the definition of financial 

instruments, including receivables, such as reinsurance recoverables, unsettled trades, accounts receivable and restricted cash. 

 

Policyholders’ Account Balances – Investment Contracts 

 

Only the portion of policyholders’ account balances related to products that are investment contracts (those without 

significant mortality or morbidity risk) are reflected in the table above. For fixed deferred annuities,, payout annuities and other 

similar contracts without life contingencies, fair values are derived using discounted projected cash flows based on interest rates 

that are representative of the Company’s financial strength ratings, and hence reflect the Company’s own non-performance risk. 

For guaranteed investment contracts, funding agreements, structured settlements without life contingencies and other similar 

products, fair values are derived using discounted projected cash flows based on interest rates being offered for similar contracts 

with maturities consistent with those of the contracts being valued. For those balances that can be withdrawn by the customer at 

any time without prior notice or penalty, the fair value is the amount estimated to be payable to the customer as of the reporting 



 

THE PRUDENTIAL INSURANCE COMPANY OF AMERICA 

Notes to Consolidated Financial Statements 

B-108 

 

date, which is generally the carrying value. For defined contribution and defined benefit contracts and certain other products, the 

fair value is the market value of the assets supporting the liabilities.  
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Securities Sold Under Agreements to Repurchase 

 

The Company receives collateral for selling securities under agreements to repurchase, or pledges collateral under 

agreements to resell. Repurchase and resale agreements are also generally short-term in nature, and therefore, the carrying amounts 

of these instruments approximate fair value. 

 

Cash Collateral for Loaned Securities 

 

 Cash collateral for loaned securities represents the collateral received or paid in connection with loaning or borrowing 

securities, similar to the securities sold under agreement to repurchase above. For these transactions, the carrying value of the 

related asset or liability approximates fair value, as they equal the amount of cash collateral received/paid.  

 

Debt 

 

The fair value of short-term and long-term debt is generally determined by either prices obtained from independent pricing 

services, which are validated by the Company, or discounted cash flow models. Discounted cash flow models predominately use 

market observable inputs such as the borrowing rates currently available to the Company for debt and financial instruments with 

similar terms and remaining maturities. For commercial paper issuances and other debt with a maturity of less than 90 days, the 

carrying value approximates fair value. 

 

A portion of the senior secured notes issued by Prudential Holdings, LLC (the "IHC debt") is insured by a third-party 

financial guarantee insurance policy. The effect of the third-party credit enhancement is not included in the fair value measurement 

of the IHC debt and the methodologies used to determine fair value consider the Company's own non-performance risk. 

 

Other Liabilities 

 

            Other liabilities are primarily payables, such as reinsurance payables, unsettled trades, drafts and accrued expense payables. 

Due to the short term until settlement of most of these liabilities, the Company believes that carrying value approximates fair 

value. 

 

Separate Account Liabilities–Investment Contracts 

 

            Only the portion of separate account liabilities related to products that are investments contracts are reflected in the table 

above. Separate account liabilities are recorded at the amount credited to the contractholder, which reflects the change in fair value 

of the corresponding separate account assets including contractholder deposits less withdrawals and fees. Therefore, carrying value 

approximates fair value. 

 

Due to/from Parent and Affiliates 

 

             Due to/from parent and affiliates represents primarily accrued expense payables and receivables and reinsurance 

recoverables.  Due to the short term until settlement of these receivables and payables, the Company believes that carrying value 

approximates fair value. 

 

 
20.    RELATED PARTIES 

 
Service Agreements – Services Provided 

 
The Company has service agreements with Prudential Financial and certain of its subsidiaries. These companies, along with 

their subsidiaries, include PRUCO, LLC, Prudential Asset Management Holding Company, LLC, Prudential International 

Insurance Holdings, Ltd., Prudential International Insurance Service Company, LLC, Prudential IBH Holdco, Inc., Prudential 

International Investments Corporation, Prudential International Investments, LLC, Prudential Annuities Holding Company, Inc. 
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and Prudential Japan Holdings, LLC.  Under these agreements, the Company provides general and administrative services and, 

accordingly, charges these companies for such services. These charges totaled $727 million, $585 million and $519 million for the 

years ended December 31, 2012, 2011 and 2010, respectively, and are recorded as a reduction to the Company’s ―General and 

administrative expenses.‖   

 

The Company also engages in other transactions with affiliates in the normal course of business. There were no affiliated 

revenues in ―Other income‖ for 2012, and $ 1 million for each of the years ended 2011 and 2010, related primarily to royalties and 

compensation for the sale of affiliates’ products through the Company’s distribution network.  

 

―Due from parent and affiliates‖ includes $101 million and 154 million at December 31, 2012 and 2011, respectively, due 

primarily to these agreements. 

 

Service Agreements – Services Received 

 
Prudential Financial and certain of its subsidiaries have service agreements with the Company.  Under the agreements, the 

Company primarily receives the services of the officers and employees of Prudential Financial, asset management services from 

Prudential Asset Management Holding Company and subsidiaries and consulting services from Pramerica Systems Ireland 

Limited. The Company is charged based on the level of service received. Affiliated expenses for services received were $305 

million, $281 million and $262 million as contra-revenue in ―Net investment income‖ and $128 million, $117 million and $110 

million in ―General and administrative expenses‖ for the years ended December 31, 2012, 2011 and 2010, respectively. ―Due to 

parent and affiliates‖ includes $33 million and $42 million at December 31, 2012 and 2011, respectively, due primarily to these 

agreements. 

 

Notes Receivable and Other Lending Activities 

 

Affiliated notes receivable included in ―Due from parent and affiliates‖ at December 31, are as follows: 

 

    Maturity       

    Dates  Rate  2012   2011  

      (in millions) 

             

U.S. Dollar floating rate notes(1) .........................................................................................................................................................................................   2013 - 2026  0.50% - 2.55%  $  171   $  139  

U.S. Dollar fixed rate notes(2) .............................................................................................................................................................................................   2012 - 2042  0.81% - 11.03%    3,881     3,386  

Japanese Yen fixed rate notes ..............................................................................................................................................................................................   2014 - 2021  1.73% - 2.66%    413     292  

 Total long-term notes receivable - affiliated(3) ...................................................................................................................................................................         4,465     3,817  

Short-term notes receivable - affiliated(4) ...........................................................................................................................................................................         1,494     914  

  Total notes receivable - affiliated .........................................................................................................................................................................................       $  5,959   $  4,731  

 

 
(1) Includes current portion of the long-term notes receivable of $8 million at December 31, 2011.   

(2) Includes current portion of the long-term notes receivable of $144 million at December 31, 2012 and $436 million at December 31, 2011. 

(3) All long-term notes receivable may be called for prepayment prior to the respective maturity dates under specified circumstances. 
(4) Short-term notes receivable have variable rates, which averaged 0.88% at December 31, 2012 and 1.57% at December 31, 2011.  Short-term notes receivable 

are payable on demand.   

 

The affiliated notes receivable included above that are classified as loans, and carried at unpaid principal balance, net of any 

allowance for losses. The Company monitors the internal and external credit ratings of these loans and loan performance. The 

Company also considers any guarantees made by Prudential Financial for loans due from affiliates. 

 
Accrued interest receivable related to these loans was $40 million and $44 million at December 31, 2012 and 2011, 

respectively, and is included in ―Due from parent and affiliates.‖ Revenues related to these loans were $259 million, $147 million 

and $258 million for the years ended December 31, 2012, 2011, and 2010, respectively and are included in ―Other income.‖ 
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The Company also engages in overnight borrowing and lending of funds with Prudential Financial and affiliates. ―Cash and 

cash equivalents‖ included $236 million and $205 million, associated with these transactions at December 31, 2012 and 2011, 

respectively. Revenues related to this lending activity were immaterial for years ended 2012 and 2011, and $1 million for the year 

ended 2010, and are included in ―Net investment income.‖  

 

Sales and Dividends of Fixed Maturities and Commercial Mortgage Loans between Related Parties 

 

In April 2012, the Company sold fixed maturity investments to an affiliate for a total of $65 million, the fair value on the 

date of transfer plus accrued interest.  The affiliate recorded the investments at the fair value of the investments at the date of sale. 

The difference of $13 million between the historic amortized cost and the fair value was recorded by the Company as   gain on the 

investments.  Fixed maturity investments are categorized in the Company's  consolidated statement of financial position as 

available-for-sale debt securities, and are therefore carried at fair value, with the difference of amortized cost and fair value 

reflected in accumulated other comprehensive income. 

 

In April 2012, the Company purchased fixed maturity investments, classified as available for sale, from affiliates for a total 

of $527 million, the fair value on the date of the transfer plus accrued interest.  

 

In May 2012, the Company purchased fixed maturity investments, classified as available for sale, from affiliates for a total 

of $451 million, the fair value on the date of the transfer plus accrued interest.  

 

In November 2012, the Company purchased fixed maturity investments, classified as available for sale, from affiliates for a 

total of $142 million, the fair value on the date of the transfer plus accrued interest.  

 

In March 2011, the Company purchased commercial mortgage loans from an affiliate for a total of $9 million, the fair value 

on the date of the transfer plus accrued interest. The company recorded the assets at the affiliate’s carrying amount.  Commercial 

mortgage loans are categorized in the Company’s consolidated statement of financial position as commercial mortgage and other 

loans. 

 

In May 2011, the Company sold commercial mortgage loans to an affiliate for a total of $80 million, the fair value on the 

date of the transfer plus accrued interest. The Company recognized a gain on the sale of $4 million. 

 

In May 2011, the Company paid a dividend of $139 million to its parent company.  The dividend consisted of $38 million of 

cash and $97 million of fixed maturity investments, the book value on the date of transfer plus accrued interest.  $6 million of the 

fixed maturities were classified as trading account assets.  The parent recorded the investments at the historic amortized cost of the 

Company.  Fixed maturity investments are categorized in the Company’s consolidated statement of financial position as available-

for-sale debt securities, and are therefore carried at fair value, with the difference amortized cost and fair value reflected in 

accumulated other comprehensive income.  Trading accounts assets are carried at fair value in the Company’s consolidated 

statement of financial position.    

 

In May 2011, the Company sold fixed maturity investments to an affiliate for a total of $137 million, the fair value on the 

date of transfer plus accrued interest.  The affiliate recorded the investments at the fair value of the investments at the date of sale.  

The difference of $14 million between the historic amortized cost and the fair value, net of taxes, was recorded by the Company as 

a gain on the investments. 

 

In December 2011, the Company sold fixed maturity investments to an affiliate for a total of $135 million, the fair value on 

the date of transfer plus accrued interest.  The affiliate recorded the investments at the historic amortized cost of the Company.   

 

Derivatives 

 

Prudential Global Funding, Inc., an indirect, wholly owned consolidated subsidiary of the Company enters into derivative 

contracts with Prudential Financial and certain of its subsidiaries. Affiliated derivative assets included in ―Other trading account 
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assets‖ were $444 million and $1,934 million at December 31, 2012 and 2011, respectively. Affiliated derivative liabilities 

included in ―Due to parent and affiliates‖ were $2,638 million and $6,121 million at December 31, 2012 and 2011, respectively. 

Retail Medium Term Notes Program 

 

The Company has sold funding agreements (―agreements‖) to Prudential Financial as part of a retail note issuance program 

to financial wholesalers. As discussed in Note 10, ―Policyholders’ account balances‖ debt related to these agreements has been 

repaid in 2012 and was $529 million at December 31, 2011,  In addition, there were no  ―Deferred policy acquisition costs‖ 

included in affiliated amounts  at December 31, 2012 and $4 million related to these agreements at December 31, 2011. The 

affiliated interest credited on these agreements is included in ―Interest credited to policyholders’ account balances‖ and was $22 

million, $34 million and $70 million for the years ended December 31, 2012, 2011, and 2010, respectively.  

 

Joint Ventures 

 

The Company has made investments in joint ventures with certain subsidiaries of Prudential Financial. ―Other long term 

investments‖ includes $14 million and $89 million at December 31, 2012 and 2011, respectively. ―Net investment income‖ 

includes gains of $17 million, $4 million and $18 million for the years ended December 31, 2012, 2011 and 2010, respectively, 

related to these ventures. 

 

Reinsurance 

 

As discussed in Notes 11 and 13, the Company participates in reinsurance transactions with certain subsidiaries of Prudential 

Financial.   

 

Short-term and Long-term Debt  

 

As discussed in Note 14, the Company participates in debt transactions with certain subsidiaries of Prudential Financial.  

 
21.  DERIVATIVE INSTRUMENTS 

 

Types of Derivative Instruments and Derivative Strategies used in a non-dealer or broker capacity 
Interest Rate Contracts 

 

Interest rate swaps and exchange-traded futures and options are used by the Company to reduce risks from changes in 

interest rates, manage interest rate exposures arising from mismatches between assets and liabilities (including duration 

mismatches) and to hedge against changes in the value of assets it owns or anticipates acquiring or selling. Swaps may be 

attributed to specific assets or liabilities or may be used on a portfolio basis. Under interest rate swaps, the Company agrees with 

other parties to exchange, at specified intervals, the difference between fixed-rate and floating-rate interest amounts calculated by 

reference to an agreed upon notional principal amount. Generally, no cash is exchanged at the outset of the contract and no 

principal payments are made by either party. These transactions are entered into pursuant to master agreements that provide for a 

single net payment to be made by one counterparty at each due date. 

 

In exchange-traded futures transactions, the Company agrees to purchase or sell a specified number of contracts, the values 

of which are determined by the values of underlying referenced investments, and to post variation margin on a daily basis in an 

amount equal to the difference in the daily market values of those contracts. The Company enters into exchange-traded futures and 

options with regulated futures commission’s merchants who are members of a trading exchange. 

 

Equity Contracts 

 

Equity index options are contracts which will settle in cash based on differentials in the underlying indices at the time of 

exercise and the strike price.  The Company uses combinations of purchases and sales of equity index options to hedge the effects 

of adverse changes in equity indices within a predetermined range.  These hedges do not qualify for hedge accounting. 
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Foreign Exchange Contracts 

 

Currency derivatives, including exchange-traded currency futures and options, currency forwards and currency swaps, are 

used by the Company to reduce risks from changes in currency exchange rates with respect to investments denominated in foreign 

currencies that the Company either holds or intends to acquire or sell, and to hedge the currency risk associated with net 

investments in foreign operations and anticipated earnings of its foreign operations. 

 

 Under currency forwards, the Company agrees with other parties to deliver a specified amount of an identified currency at a 

specified future date. Typically, the price is agreed upon at the time of the contract and payment for such a contract is made at the 

specified future date. As noted above, the Company uses currency forwards to mitigate the impact of changes in currency 

exchange rates on U.S. dollar equivalent earnings generated by certain of its non-U.S. businesses, primarily its international 

insurance and investments operations. The Company executes forward sales of the hedged currency in exchange for U.S. dollars at 

a specified exchange rate. The maturities of these forwards correspond with the future periods in which the non-U.S. dollar-

denominated earnings are expected to be generated. These earnings hedges do not qualify for hedge accounting. 

 

 Under currency swaps, the Company agrees with other parties to exchange, at specified intervals, the difference between 

one currency and another at an exchange rate and calculated by reference to an agreed principal amount. Generally, the principal 

amount of each currency is exchanged at the beginning and termination of the currency swap by each party. These transactions are 

entered into pursuant to master agreements that provide for a single net payment to be made by one counterparty for payments 

made in the same currency at each due date. 

 

Credit Contracts 

 

  Credit derivatives are used by the Company to enhance the return on the Company’s investment portfolio by creating credit 

exposure similar to an investment in public fixed maturity cash instruments. With credit derivatives the Company sells credit 

protection on an identified name, or an index of names, and in return receives a quarterly premium. With credit default derivatives, 

this premium or credit spread generally corresponds to the difference between the yield on the referenced name’s (or index 

reference names’) public fixed maturity cash instruments and swap rates, at the time the agreement is executed. If there is an event 

of default by the referenced name or one of the referenced names in the index, as defined by the agreement, then the Company is 

obligated to pay the counterparty the referenced amount of the contract and receive in return the referenced defaulted security or 

similar security or (in the case of a credit default index) pay the referenced amount less the auction recovery rate. See credit 

derivatives written section for discussion of guarantees related to credit derivatives written. In addition to selling credit protection 

the Company has purchased credit protection using credit derivatives in order to hedge specific credit exposures in the Company’s 

investment portfolio. 

 

Other Contracts 

 

 TBAs. The Company uses ―to be announced‖ (―TBA‖) forward contracts to gain exposure to the investment risk and return 

of mortgage-backed securities. TBA transactions can help the Company enhance the return on its investment portfolio. TBAs can 

provide a more liquid and cost effective method of achieving these goals than purchasing or selling individual mortgage-backed 

pools. Typically, the price is agreed upon at the time of the contract and payment for such a contract is made at a specified future 

date. Additionally, pursuant to the Company’s mortgage dollar roll program, TBAs or mortgage-backed securities are transferred 

to counterparties with a corresponding agreement to repurchase them at a future date.  These transactions do not qualify as secured 

borrowings and are accounted for as derivatives. 

 

Loan Commitments. In its mortgage operations, the Company enters into commitments to fund commercial mortgage loans 

at specified interest rates and other applicable terms within specified periods of time. These commitments are legally binding 

agreements to extend credit to a counterparty. Loan commitments for loans that will be held for sale are recognized as derivatives 

and recorded at fair value. The determination of the fair value of loan commitments accounted for as derivatives considers various 

factors including, among others, terms of the related loan, the intended exit strategy for the loans based upon either securitization 

valuation models or investor purchase commitments, prevailing interest rates, origination income or expense, and the value of 

service rights. Loan commitments that relate to the origination of mortgage loans that will be held for investment are not accounted 
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for as derivatives and accordingly are not recognized in the Company’s financial statements. See Note 22 for a further discussion 

of these loan commitments. 
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Embedded Derivatives. The Company sells variable annuity products, which may include guaranteed benefit features that 

are accounted for as embedded derivatives. These embedded derivatives are marked to market through ―Realized investment gains 

(losses), net‖ based on the change in value of the underlying contractual guarantees, which are determined using valuation models. 

The Company maintains a portfolio of derivative instruments that is intended to economically hedge the risks related to the above 

products’ features. The derivatives may include, but are not limited to equity options, total return swaps, interest rate swap options, 

caps, floors, and other instruments. In addition, some variable annuity products feature an automatic rebalancing element, also 

referred to as an asset transfer feature, to minimize risks inherent in the Company’s guarantees which reduces the need for 

derivatives.  

 

The Company invests in fixed maturities that, in addition to a stated coupon, provide a return based upon the results of an 

underlying portfolio of fixed income investments and related investment activity. The Company accounts for these investments as 

available-for-sale fixed maturities containing embedded derivatives. Such embedded derivatives are marked to market through 

―Realized investment gains (losses), net,‖ based upon the change in value of the underlying portfolio. 

 

Synthetic Guarantees. The Company sells synthetic guaranteed investment contracts, through both full service and 

investment-only sales channels, to qualified pension plans. The assets are owned by the trustees of such plans, who invest the 

assets according to the contract terms agreed to with the Company. The contracts contain a guarantee of a minimum rate of return 

on participant balances supported by the underlying assets, and a guarantee of liquidity to meet certain participant-initiated 

withdrawals from the contract. Under U.S. GAAP, these contracts are accounted for as derivatives and recorded at fair value. 

 

The table below provides a summary of the gross notional amount and fair value of derivatives contracts used in a non-

dealer or broker capacity, excluding embedded derivatives which are recorded with the associated host, by the primary underlying. 

Many derivative instruments contain multiple underlyings.  The fair value amounts below represent the gross fair value of 

derivative contracts prior to taking into account the netting effects of master netting agreements and cash collateral held with the 

same counterparty.  This netting impact results in total derivative assets of $3,296 million and $4,816 million as of December 31, 

2012 and December 31, 2011, respectively, and total derivative liabilities of $2,750 million and $7,067 million as of December 31, 

2012 and December 31, 2011, respectively, reflected in the Consolidated Statement of Financial Position.  

 

 
        December 31, 2012   December 31, 2011 

                         
   Primary Underlying/   Notional   Fair Value    Notional  Fair Value 

    Instrument Type   Amount  Assets  Liabilities    Amount  Assets  Liabilities 

                               (in millions) 

   

Derivatives Designated as 

Hedging Instruments:                   

    Interest Rate                   

     Interest Rate Swaps ..............................................................................................................................................................................................................   $  2,874   $  26   $  (333)  $  4,343   $  54   $  (395) 

    Currency/Interest Rate                   

     Foreign Currency Swaps ......................................................................................................................................................................................................     5,068    80     (263)    3,520    154     (156) 

     Total Qualifying Hedges  ...................................................................................................................................................................................................   $  7,942   $  106   $  (596)  $  7,863   $  208   $  (551) 

                       

   

Derivatives Not Qualifying as 

Hedging Instruments:                   

    Interest Rate                   

     Interest Rate Swaps ..............................................................................................................................................................................................................   $  55,912   $  3,526   $  (2,591)  $  48,530   $  3,816   $  (2,491) 

     Interest Rate Futures ............................................................................................................................................................................................................     6,749     11     (12)    6,191     10     (9) 

     Interest Rate Options ............................................................................................................................................................................................................    -    -    -     377     13    -  

     Interest Rate Forwards .........................................................................................................................................................................................................     660    -    -     2,139     6    -  

    Foreign Currency                   

     Foreign Currency Forwards .................................................................................................................................................................................................     1,464     5     (28)    2,768     32     (11) 

    Currency/Interest Rate                   

     Foreign Currency Swaps ......................................................................................................................................................................................................     2,856     176     (90)    2,589     220     (93) 
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    Credit                   

     Credit Default Swaps ...........................................................................................................................................................................................................     1,600     6     (45)    1,454     23     (45) 

    Equity                   

     Equity Options .....................................................................................................................................................................................................................     24,507     86     (33)    8,283     115     (48) 

     Total Return Swaps ..............................................................................................................................................................................................................     544    1     (8)    372    -     (14) 

    Synthetic GIC's    65,403    6     -     46,844    5    -  

     Total Non-Qualifying Hedges ............................................................................................................................................................................................   $  159,695   $  3,817   $  (2,807)  $  119,547   $  4,240   $  (2,711) 

     Total Derivatives (1) ...........................................................................................................................................................................................................   $  167,637   $  3,923   $  (3,403)  $  127,410   $  4,448   $  (3,262) 

 

(1) Excludes embedded derivatives which contain multiple underlyings. The fair value of these embedded derivatives was a net liability of $1,646 million as of 

December 31, 2012 and a net liability of $1,343 million as of December 31, 2011, included in ―Future policy benefits‖ and ―Fixed maturities, available-for-

sale.‖  

 

Cash Flow, Fair Value and Net Investment Hedges 

  

The primary derivative instruments used by the Company in its fair value, cash flow, and net investment hedge accounting 

relationships are interest rate swaps, currency swaps and currency forwards. These instruments are only designated for hedge 

accounting in instances where the appropriate criteria are met. The Company does not use futures, options, credit, equity or 

embedded derivatives in any of its fair value, cash flow or net investment hedge accounting relationships. 

 

The following table provides the financial statement classification and impact of derivatives used in qualifying and non-

qualifying hedge relationships, excluding the offset of the hedged item in an effective hedge relationship. 

 

     Year Ended December 31, 2012 

                 Interest    

             Credited  Accumulated  

     Realized   Net       To Policyholders'  Other 

     Investment  Investment  Other  Interest  Account  Comprehensive 

     Gains/(Losses)  Income  Income  Expense  Balances  Income(1) 

                         (in millions) 

Derivatives Designated as Hedging 

Instruments:                   

Fair value hedges                   

 Interest Rate  .................................................................................................................................................................................................................................................................................  $  25   $  (92)  $ -   $ -   $  33   $ -  

 Currency .......................................................................................................................................................................................................................................................................................   -    -    -    -    -     -  

 Total fair value hedges ..................................................................................................................................................................................................................................................................    25     (92)   -    -     33    -  

    .....................................................................................................................................................................................................................................................................................................                    
Cash flow hedges                   

 Interest Rate ..................................................................................................................................................................................................................................................................................   -    -    -    -     (1)   7  

 Currency/Interest Rate ..................................................................................................................................................................................................................................................................   -     2     (5)   -    -     (177) 

 Total cash flow hedges .................................................................................................................................................................................................................................................................   -     2     (5)   -     (1)    (170) 

                      
Derivatives Not Qualifying as 

Hedging Instruments:                   

 Interest Rate ..................................................................................................................................................................................................................................................................................    72    -    -    -    -    -  

 Currency .......................................................................................................................................................................................................................................................................................    (15)   -    -    -    -    -  

 Currency/Interest Rate ..................................................................................................................................................................................................................................................................    (20)   -    -    -    -    -  

 Credit ............................................................................................................................................................................................................................................................................................    (48)   -    -    -    -    -  

 Equity ...........................................................................................................................................................................................................................................................................................    (127)   -    -    -    -    -  

 Embedded Derivatives  .................................................................................................................................................................................................................................................................    4    -    -    -    -    -  

 Total non-qualifying hedges .........................................................................................................................................................................................................................................................    (134)   -    -    -    -    -  

Total  ...........................................................................................................................................................................................................................................................................................   $  (109)  $  (90)  $  (5)  $ -   $  32   $  (170) 
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    Year Ended December 31, 2011 

                 Interest    

                 Credited  Accumulated  

     Realized   Net       To Policyholders'  Other 

     Investment  Investment  Other  Interest  Account  Comprehensive 

     Gains/(Losses)  Income  Income  Expense  Balances  Income(1) 

                   
     (in millions) 

Derivatives Designated as Hedging 

Instruments:                   

Fair value hedges                   

 Interest Rate  .................................................................................................................................................................................................................................................................................  $  (116)  $  (114)  $ -   $ -   $  56   $ -  

 Currency .......................................................................................................................................................................................................................................................................................   -    -    -    -    -     -  

 Total fair value hedges ..................................................................................................................................................................................................................................................................    (116)    (114)   -    -     56    -  

                      
Cash flow hedges                   

 Interest Rate ..................................................................................................................................................................................................................................................................................   -    -    -    -     (1)   -  

 Currency/Interest Rate ..................................................................................................................................................................................................................................................................   -     (7)    3    -    -     176  

 Total cash flow hedges .................................................................................................................................................................................................................................................................   -     (7)    3    -     (1)    176  

                      
Net investment hedges                   

 Currency(2) ..................................................................................................................................................................................................................................................................................   -    -     2    -    -     (14) 
 Currency/Interest Rate ..................................................................................................................................................................................................................................................................   -    -    -    -    -     -  

 Total net investment hedges .........................................................................................................................................................................................................................................................   -    -     2    -    -     (14) 

  ......................................................................................................................................................................................................................................................................................................  .....................................................................................................................................................................................................................................................................................................   .....................................................................................................................................................................................................................................................................................................                    
Derivatives Not Qualifying as 

Hedging Instruments:                   

 Interest Rate ..................................................................................................................................................................................................................................................................................    775    -    -    -    -    -  

 Currency .......................................................................................................................................................................................................................................................................................    15    -    -    -    -    -  

 Currency/Interest Rate ..................................................................................................................................................................................................................................................................    39    -    -    -    -    -  

 Credit ............................................................................................................................................................................................................................................................................................    -    -    -    -    -    -  

 Equity ...........................................................................................................................................................................................................................................................................................    (6)   -    -    -    -    -  

 Embedded Derivatives  .................................................................................................................................................................................................................................................................    (1,177)   -    -    -    -    -  

 Total non-qualifying hedges .........................................................................................................................................................................................................................................................    (354)   -    -    -    -    -  

Total  ...........................................................................................................................................................................................................................................................................................   $  (470)  $  (121)  $  5   $ -   $  55   $  162  

                      

                      

     Year Ended December 31, 2010 

                 Interest     

                 Credited  Accumulated  

     Realized   Net       To Policyholders'  Other 

     Investment  Investment  Other  Interest  Account  Comprehensive 

     Gains/(Losses)  Income  Income  Expense  Balances  Income(1) 

                      
      (in millions) 

Derivatives Designated as Hedging 

Instruments:                   

Fair value hedges                   

 Interest Rate  .................................................................................................................................................................................................................................................................................  $  (114)  $  (147)  $ -   $ -   $  68   $ -  

 Currency .......................................................................................................................................................................................................................................................................................   -    -    -    -    -    -  

 Total fair value hedges ..................................................................................................................................................................................................................................................................    (114)    (147)   -    -     68    -  

    .....................................................................................................................................................................................................................................................................................................                    
Cash flow hedges                   

 Interest Rate ..................................................................................................................................................................................................................................................................................   -    -    -    -     (3)    (3) 
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 Currency/Interest Rate ..................................................................................................................................................................................................................................................................   -     (2)    4    -    -     71  

 Total cash flow hedges .................................................................................................................................................................................................................................................................   -     (2)    4    -     (3)    68  

                      
Derivatives Not Qualifying as 

Hedging Instruments:                   

 Interest Rate ..................................................................................................................................................................................................................................................................................    807    -    -    -    -    -  

 Currency .......................................................................................................................................................................................................................................................................................    51    -    -    -    -    -  

 Currency/Interest Rate ..................................................................................................................................................................................................................................................................    98    -    -    -    -    -  

 Credit ............................................................................................................................................................................................................................................................................................    (86)   -    -    -    -    -  

 Equity ...........................................................................................................................................................................................................................................................................................    (17)   -    -    -    -    -  

 Embedded Derivatives  .................................................................................................................................................................................................................................................................    585    -    -    -    -    -  

 Total non-qualifying hedges .........................................................................................................................................................................................................................................................    1,438    -    -    -    -    -  

Total  ...........................................................................................................................................................................................................................................................................................   $  1,324   $  (149)  $  4   $ -   $  65   $  68  

 
 

(1) Amounts deferred in ―Accumulated other comprehensive income (loss).‖ 
(2) Relates to the sale of equity method investments. 

 

 

For the years ended December 31, 2012, 2011 and 2010, the ineffective portion of derivatives accounted for using hedge 

accounting was not material to the Company’s results of operations and there were no material amounts reclassified into earnings 

relating to instances in which the Company discontinued cash flow hedge accounting because the forecasted transaction did not 

occur by the anticipated date or within the additional time period permitted by the authoritative guidance for the accounting for 

derivatives and hedging. In addition, there were no instances in which the Company discontinued fair value hedge accounting due 

to a hedged firm commitment no longer qualifying as a fair value hedge. 

 

Presented below is a roll forward of current period cash flow hedges in ―Accumulated other comprehensive income (loss)‖ 

before taxes: 

 

       
  (in millions) 

Balance, December 31, 2009 ...............................................................................................................................................................................................   $  (242) 

Net deferred gains/(losses) on cash flow hedges from January 1 to December 31, 2010 ....................................................................................................     62  

Amount reclassified into current period earnings ................................................................................................................................................................     6  

Balance, December 31, 2010 ...............................................................................................................................................................................................     (174) 

Net deferred gains/(losses) on cash flow hedges from January 1 to December 31, 2011 ....................................................................................................     157  

Amount reclassified into current period earnings ................................................................................................................................................................    19  

Balance, December 31, 2011 ...............................................................................................................................................................................................     2  

Net deferred gains/(losses) on cash flow hedges from January 1 to December 31, 2012 ....................................................................................................     (182) 

Amount reclassified into current period earnings ................................................................................................................................................................    12  

Balance, December 31, 2012 ...............................................................................................................................................................................................   $  (168) 

 
Using December 31, 2012 values, it is anticipated that a pre-tax loss of approximately $1 million will be reclassified from 

―Accumulated other comprehensive income (loss)‖ to earnings during the subsequent twelve months ending December  31, 

2013, offset by amounts pertaining to the hedged items. As of December 31, 2012, the Company does not have any qualifying 

cash flow hedges of forecasted transactions other than those related to the variability of the payment or receipt of interest or 

foreign currency amounts on existing financial instruments. The maximum length of time for which these variable cash flows 

are hedged is 21 years. Income amounts deferred in ―Accumulated other comprehensive income (loss)‖ as a result of cash flow 

hedges are included in ―Net unrealized investment gains (losses)‖ in the Consolidated Statements of Equity. 
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For effective net investment hedges, the amounts, before applicable taxes, recorded in the cumulative translation 

adjustment account within ―Accumulated other comprehensive income (loss)‖ were $109 million in 2012, $109 million in 2011, 

and $123 million in 2010. 

 

Credit Derivatives Written 
 

The following table sets forth the Company’s exposure from credit derivatives where the Company has written credit 

protection, by NAIC rating of the underlying credits as of December 31, 2012 and 2011. The Company’s maximum amount at 

risk under these credit derivatives listed below assumes the value of the underlying referenced securities become worthless. 

These credit derivatives have maturities of less than 5 years. The table excludes a credit derivative related to surplus notes 

issued by a subsidiary of Prudential Insurance and embedded derivatives contained in externally-managed investments in the 

European market. 

 

   December 31, 2012 

   Single Name   Credit Default Index   Total 

 NAIC Designation   Notional  Fair Value   Notional   Fair Value   Notional  Fair Value 

                          (in millions) 

 1   $ 5   $ -    $ -    $ -    $ 5   $ -  

 2    -    -     -     -     -    -  

 Subtotal ................................................................................................................................................................................................................................    5    -     -     -     5    -  

 3    -    -     750     2     750    2  

 4    -    -     -     -     -    -  

 5    -    -     -     -     -    -  

 6    -    -     -     -     -    -  

 Subtotal ................................................................................................................................................................................................................................    -    -     750     2     750    2  

 Total ....................................................................................................................................................................................................................................   $ 5   $ -    $ 750    $ 2    $ 755   $ 2  

                       

   December 31, 2011 

   Single Name   Credit Default Index   Total 

 NAIC Designation   Notional  Fair Value   Notional   Fair Value   Notional  Fair Value 

   (in millions) 

 1   $ 431   $ 1    $ -    $ -    $ 431   $ 1  

 2    -    -     -     -     -    -  

 Subtotal ................................................................................................................................................................................................................................    431    1     -     -     431    1  

 3    -    -     -     -     -    -  

 4    -    -     -     -     -    -  

 5    -    -     -     -     -    -  

 6    -    -     -     -     -    -  

 Subtotal ................................................................................................................................................................................................................................    -    -     -     -     -    -  

 Total ....................................................................................................................................................................................................................................   $ 431   $ 1    $ -    $ -    $ 431   $ 1  
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The following table sets forth the composition of the Company’s credit derivatives where the Company has written credit 

protection by industry category as of the dates indicated. 

 

     December 31, 2012  December 31, 2011 

Industry  Notional  Fair Value  Notional  Fair Value 

  (in millions) 

Corporate Securities:             

 Consumer Non-cyclical .......................................................................................................................................................................................................   $ -   $ -   $ -   $ -  

 Capital Goods ......................................................................................................................................................................................................................    -    -    -    -  

 Basic Industry ......................................................................................................................................................................................................................    -    -    -    -  

 Transportation .....................................................................................................................................................................................................................    -    -    -    -  

 Consumer Cyclical ..............................................................................................................................................................................................................    -    -    -    -  

 Energy .................................................................................................................................................................................................................................    -    -    -    -  

 Communication ...................................................................................................................................................................................................................    5    -    5    -  

 Finance ................................................................................................................................................................................................................................    -    -    426    1  

 Other (1) ..............................................................................................................................................................................................................................    750    2    -    -  

Total Credit Derivatives .......................................................................................................................................................................................................   $ 755   $ 2   $ 431   $ 1  

 
(1) Includes Credit Default Index derivative with various industry categories. 

 

The Company holds certain externally-managed investments in the European market which contain embedded derivatives 

whose fair values are primarily driven by changes in credit spreads. These investments are medium-term notes that are 

collateralized by investment portfolios primarily consisting of investment grade European fixed income securities, including 

corporate bonds and asset-backed securities, and derivatives, as well as varying degrees of leverage. The notes have a stated 

coupon and provide a return based on the performance of the underlying portfolios and the level of leverage. The Company invests 

in these notes to earn a coupon through maturity, consistent with its investment purpose for other debt securities. The notes are 

accounted for under U.S. GAAP as available-for-sale fixed maturity securities with bifurcated embedded derivatives (total return 

swaps). Changes in the value of the fixed maturity securities are reported in Equity under the heading ―Accumulated Other 

Comprehensive Income (Loss)‖ and changes in the market value of the embedded total return swaps are included in current period 

earnings in ―Realized investment gains (losses), net.‖ The Company’s maximum exposure to loss from these investments was 

$314 million and $657 million at December 31, 2012 and 2011, respectively. 

 

In addition to writing credit protection, the Company has purchased credit protection using credit derivatives in order to 

hedge specific credit exposures in the Company’s investment portfolio. As of December 31, 2012 and 2011, the Company had 

$845 million and $1.023 billion of outstanding notional amounts, respectively, reported at fair value as a liability of $40 million 

and a liability of $23 million, respectively. 

 

Types of Derivative Instruments and Derivative Strategies used in a dealer or broker capacity 

  

Futures, forwards and options contracts, and swap agreements, were also used in a derivative dealer or broker capacity in the 

Company’s commodities operations, prior to the sale of this business to Jefferies on July 1, 2011, to facilitate transactions of 

clients, hedge proprietary trading activities and as a means of risk management. These derivatives allowed the Company to 

structure transactions to manage its exposure to commodities and securities prices, foreign exchange rates and interest rates. Risk 

exposures were managed through diversification, by controlling position sizes and by entering into offsetting positions.  

 

The fair value of the Company’s derivative contracts used in a derivative dealer or broker capacity were reported on a net-

by-counterparty basis in the Company’s Consolidated Statements of Financial Position when management believes a legal right of 

setoff exists under an enforceable netting agreement. 

 

Realized and unrealized gains and losses from marking-to-market the derivatives used in proprietary positions were 

recognized on a trade date basis and reported in ―Income from discontinued operations, net of taxes. The pre-tax amounts reported 
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in ―Income (loss) from discontinued operations, net of taxes‖ for these derivatives were gains of $0 million, $63 million and  $97 

million for the years ended December 31, 2012, 2011 and 2010, respectively. 

 
 Counterparty Credit Risk 

The Company is exposed to credit-related losses in the event of non-performance by counterparties to financial 

derivative transactions. The Company manages credit risk by entering into derivative transactions with highly rated major 

international financial institutions and other creditworthy counterparties, and by obtaining collateral where appropriate. Additionally, 

limits are set on single party credit exposures which are subject to periodic management review. 

 

The credit exposure of the Company’s over-the-counter (―OTC‖) derivative transactions is represented by the contracts with a 

positive fair value (market value) at the reporting date. To reduce credit exposures, the Company seeks to (i) enter into OTC 

derivative transactions pursuant to master agreements that provide for a netting of payments and receipts with a single counterparty 

(ii) enter into agreements that allow the use of credit support annexes, which are bilateral rating-sensitive agreements that require 

collateral postings at established threshold levels. Likewise, the Company effects exchange-traded futures and options 

transactions through regulated exchanges and these transactions are settled on a daily basis, thereby reducing credit risk 

exposure in the event of non-performance by counterparties to such financial instruments. 

 

Under fair value measurements, the Company incorporates the market’s perception of its own and the counterparty’s non-

performance risk in determining the fair value of the portion of its OTC derivative assets and liabilities that are uncollateralized. 

Credit spreads are applied to the derivative fair values on a net basis by counterparty.  To reflect the Company’s own credit spread 

a proxy based on relevant debt spreads is applied to OTC derivative net liability positions. Similarly, the Company’s 

counterparty’s credit spread is applied to OTC derivative net asset positions. 

 

Certain of the Company’s derivative agreements with some of its counterparties contain credit-rating related triggers. If the 

Company’s credit rating were to fall below a certain level, the counterparties to the derivative instruments could request 

termination at the then fair value of the derivative or demand immediate full collateralization on derivative instruments in net 

liability positions. If a downgrade occurred and the derivative positions were terminated, the Company anticipates it would be able 

to replace the derivative positions with other counterparties in the normal course of business. The aggregate fair value of all 

derivative instruments with credit-risk-related contingent features that are in a net liability position were $5,025 million as of 

December 31, 2012. In the normal course of business the Company has posted collateral related to these instruments of $4,703 

million as of December 31, 2012. If the credit-risk-related contingent features underlying these agreements had been triggered on 

December 31, 2012, the Company estimates that it would be required to post a maximum of $321 million of additional collateral to 

its counterparties.  

 
22. COMMITMENTS AND GUARANTEES, CONTINGENT LIABILITIES AND LITIGATION AND 

REGULATORY MATTERS 

 

Commitments and Guarantees  

  

The Company occupies leased office space in many locations under various long-term leases and has entered into numerous 

leases covering the long-term use of computers and other equipment. Rental expense, net of sub-lease income, incurred for the 

years ended December 31, 2012, 2011 and 2010 was $58 million, $63 million and $63 million, respectively. 

 

The following table presents, at December 31, 2012, the Company’s future minimum lease payments under non-cancelable 

operating leases along with associated sub-lease income:  
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Operating 

Leases  

Sub-lease 

Income 

   

        

2013 .....................................................................................................................................................................................................................................     80     (5) 

2014 .....................................................................................................................................................................................................................................     73     (5) 

2015 .....................................................................................................................................................................................................................................     44     -  

2016 .....................................................................................................................................................................................................................................     30     -  

2017 .....................................................................................................................................................................................................................................     28     -  

2018 and thereafter...............................................................................................................................................................................................................     49     -  

 Total ....................................................................................................................................................................................................................................   $  304   $  (10) 

 
Occasionally, for business reasons, the Company may exit certain non-cancelable operating leases prior to their expiration. 

In these instances, the Company’s policy is to accrue, at the time it ceases to use the property being leased, the future rental 

expense net of any expected sub-lease income, and to release this reserve over the remaining commitment period. Of the total non-

cancelable operating leases and sub-lease income amounts listed above, $6 million and $7 million, respectively, has been accrued 

at December 31, 2012. 

 
Commercial Mortgage Loan Commitments 
 

    As of December 31, 

     2012    2011  
         
    (in millions) 
         

  Total outstanding mortgage loan commitments ...................................................................................................................................................................   $ 1,430   $ 867  

 
In connection with the Company’s origination of commercial mortgage loans, it had outstanding commercial mortgage loan 

commitments with borrowers. 

 

 

Commitments to Purchase Investments (excluding Commercial Mortgage Loans) 

 

    As of December 31, 
    2012   2011  
         
    (in millions) 
         
  Expected to be funded from the general account and other operations outside the separate accounts (1)  ..........................................................................   $ 3,096   $ 3,798  

  Expected to be funded from separate accounts ....................................................................................................................................................................    757    1,159  

  Portion of separate account commitments with recourse to Prudential Insurance ...............................................................................................................    7    397  

 
 _________________  

(1) Includes a remaining commitment of $200 million and $385 million at December 31, 2012 and 2011, respectively, related to the Company’s agreement to co-

invest with the Fosun Group (Fosun) in a private equity fund, managed by Fosun, for the Chinese marketplace.  

 

The Company has other commitments to purchase or fund investments, some of which are contingent upon events or 

circumstances not under the Company’s control, including those at the discretion of the Company’s counterparties. The Company  
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anticipates a portion of these commitments will ultimately be funded from its separate accounts. Some of the separate account 

commitments have recourse to Prudential Insurance if the separate accounts are unable to fund the amounts when due. 

Guarantees of Investee Debt 

 

    As of December 31, 

    2012   2011  
         
    (in millions) 
         

  Total guarantees of debt issued by entities in which the separate accounts have invested ..................................................................................................   $ 2,178   $ 2,433  

  Amount of above guarantee that is limited to separate account assets .................................................................................................................................    2,167    2,364  

  Accrued liability associated with guarantee .........................................................................................................................................................................    -    -  

 
A number of guarantees provided by the Company relate to real estate investments held in its separate accounts, in which 

entities that the separate account has invested in have borrowed funds, and the Company has guaranteed their obligations. The 

Company provides these guarantees to assist these entities in obtaining financing. The Company’s maximum potential exposure 

under these guarantees is mostly limited to the assets of the separate account. The exposure that is not limited to the separate 

account assets relates to guarantees limited to fraud, criminal activity or other bad acts. These guarantees generally expire at 

various times over the next twenty four years. At December 31, 2012, the Company’s assessment is that it is unlikely payments 

will be required. Any payments that may become required under these guarantees would either first be reduced by proceeds 

received by the creditor on a sale of the underlying collateral, or would provide rights to obtain the underlying collateral.   

 

Credit Derivatives Written 

 

As discussed further in Note 21, the Company writes credit derivatives under which the Company is obligated to pay the 

counterparty the referenced amount of the contract and receive in return the defaulted security or similar security.  

 

Guarantees of Asset Values 

 

    As of December 31, 
    2012   2011  
         

    (in millions) 
         
  Guaranteed value of third parties assets ...............................................................................................................................................................................   $ 64,362   $ 46,792  

  Fair value of collateral supporting these assets ....................................................................................................................................................................    67,494    48,824  

  Asset associated with guarantee, carried at fair value ..........................................................................................................................................................    5    5  

 
Certain contracts underwritten by the Retirement segment include guarantees related to financial assets owned by the 

guaranteed party. These contracts are accounted for as derivatives and carried at fair value. The collateral supporting these 

guarantees is not reflected on the Company’s balance sheet.  

 

Other Guarantees 
 

    As of December 31, 

    2012   2011  
         
    (in millions) 
         

  Other guarantees where amount can be determined .............................................................................................................................................................   $ 319   $ 321  

  Accrued liability for other guarantees and indemnifications ...............................................................................................................................................    2    6  
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The Company is also subject to other financial guarantees and indemnity arrangements. The Company has provided 

indemnities and guarantees related to acquisitions, dispositions, investments and other transactions that are triggered by, among 

other things, breaches of representations, warranties or covenants provided by the Company. These obligations are typically 

subject to various time limitations, defined by the contract or by operation of law, such as statutes of limitation. In some cases, the 

maximum potential obligation is subject to contractual limitations, while in other cases such limitations are not specified or 

applicable. Included above are $299 million and $300 million at December 31, 2012 and 2011, respectively, of yield maintenance 

guarantees related to certain investments the Company sold. The Company does not expect to have to make any payments on these 

guarantees and is not carrying any liabilities associated with these guarantees.  

 

Since certain of these obligations are not subject to limitations, it is not possible to determine the maximum potential amount 

due under these guarantees. The accrued liabilities identified above do not include retained liabilities associated with sold 

businesses. 

 

Insolvency Assessments 
 

Most of the jurisdictions in which the Company is admitted to transact business require insurers doing business within the 

jurisdiction to participate in guarantee associations, which are organized to pay contractual benefits owed pursuant to insurance 

policies issues by impaired, insolvent or failed insurers. These associations levy assessments, up to prescribed limits, on all 

member insurers in a particular state on the basis of the proportionate share of the premiums written by member insurers in the 

lines of business in which the impaired, insolvent or failed insurer engaged. Some states permit member insurers to recover 

assessments paid through full or partial premium tax offsets.  

 

Assets and liabilities held for insolvency assessments were as follows:  

    As of December 31, 
     2012    2011  

         
    (in millions) 
         
Other assets:       

 Premium tax offset for future undiscounted assessments ....................................................................................................................................................   $ 75   $ 69  

 Premium tax offsets currently available for paid assessments ............................................................................................................................................    5    6  

  Total .....................................................................................................................................................................................................................................   $ 80   $ 75  

         

Other liabilities:       

 Insolvency assessments .......................................................................................................................................................................................................   $ 96    91  

 
Contingent Liabilities 

 

On an ongoing basis, the Company’s internal supervisory and control functions review the quality of sales, marketing and 

other customer interface procedures and practices and may recommend modifications or enhancements. From time to time, this 

review process results in the discovery of product administration, servicing or other errors, including errors relating to the timing 

or amount of payments or contract values due to customers. In certain cases, if appropriate, the Company may offer customers 

remediation and may incur charges, including the cost of such remediation, administrative costs and regulatory fines. 

 

The Company is subject to the laws and regulations of states and other jurisdictions concerning the identification, reporting 

and escheatment of unclaimed or abandoned funds, and is subject to audit and examination for compliance with these 

requirements. For additional discussion of these matters, see ―Litigation and Regulatory Matters‖ below. 

 

It is possible that the results of operations or the cash flow of the Company in a particular quarterly or annual period could 

be materially affected as a result of payments in connection with the matters discussed above or other matters depending, in part, 

upon the results of operations or cash flow for such period. Management believes, however, that ultimate payments in connection 
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with these matters, after consideration of applicable reserves and rights to indemnification, should not have a material adverse 

effect on the Company’s financial position. 

 
Litigation and Regulatory Matters   

The Company is subject to legal and regulatory actions in the ordinary course of its businesses. Pending legal and regulatory 

actions include proceedings relating to aspects of the Company’s businesses and operations that are specific to it and proceedings 

that are typical of the businesses in which it operates, including in both cases businesses that have been either divested or placed in 

wind-down status. Some of these proceedings have been brought on behalf of various alleged classes of complainants. In certain of 

these matters, the plaintiffs are seeking large and/or indeterminate amounts, including punitive or exemplary damages. The 

outcome of litigation or a regulatory matter, and the amount or range of potential loss at any particular time, is often inherently 

uncertain. 

 

The Company establishes accruals for litigation and regulatory matters when it is probable that a loss has been incurred and 

the amount of that loss can be reasonably estimated. For litigation and regulatory matters where a loss may be reasonably possible, 

but not probable, or is probable but not reasonably estimable, no accrual is established but the matter, if material, is disclosed, 

including matters discussed below. The Company estimates that as of December 31, 2012, the aggregate range of reasonably 

possible losses in excess of accruals established for those litigation and regulatory matters for which such an estimate currently can 

be made is $0 to approximately $225 million. This estimate is not an indication of expected loss, if any, or the Company’s 

maximum possible loss exposure on such matters. The Company reviews relevant information with respect to its litigation and 

regulatory matters on a quarterly and annual basis and updates its accruals, disclosures and estimates of reasonably possible loss 

based on such reviews. 

 

Individual Annuities, Individual Life and Group Insurance 

 

In January 2013, a qui tam action on behalf of the State of Florida, Total Asset Recovery Services v. Met Life Inc., et al., 

Manulife Financial Corporation, et. al., Prudential Financial, Inc., The Prudential Insurance Company of America, and 

Prudential Insurance Agency, LLC., filed in the Circuit Court of Leon County, Florida, was served on the Company.  The 

complaint alleges that the Company failed to escheat life insurance proceeds to the State of Florida in violation of the Florida False 

Claims Act and seeks injunctive relief, compensatory damages, civil penalties, treble damages, prejudgment interest, attorneys’ 

fees and costs. In March 2013, the Company filed a motion to dismiss the complaint. 

 

In September 2012, the State of West Virginia, through its State Treasurer, filed a lawsuit, State of West Virginia ex. Rel. 

John D. Perdue v. Prudential Insurance Company of America, in the Circuit Court of Putnam County, West Virginia.  The 

complaint alleges violations of the West Virginia Uniform Unclaimed Property Fund Act by failing to properly identify and report 

all unclaimed insurance policy proceeds which should either be paid to beneficiaries or escheated to West Virginia.  The complaint 

seeks to examine the records of Prudential Insurance to determine compliance with the West Virginia Uniform Unclaimed 

Property Fund Act, and to assess penalties and costs in an undetermined amount. In October 2012, the State of West Virginia 

commenced a second action, State of West Virginia ex. Rel. John D. Perdue v. Pruco Life Insurance Company making the same 

allegations stated in the action against the Prudential Insurance Company of America. 

 

In January 2012, a qui tam action on behalf of the State of Illinois, Total Asset Recovery Services v. Met Life Inc, et al., 

Prudential Financial, Inc., The Prudential Insurance Company of America, and Prudential Holdings, LLC, filed in the Circuit 

Court of Cook County, Illinois, was served on the Company.  The complaint alleges that the Company failed to escheat life 

insurance proceeds to the State of Illinois in violation of the Illinois False Claims Whistleblower Reward and Protection Act and 

seeks injunctive relief, compensatory damages, civil penalties, treble damages, prejudgment interest, attorneys’ fees and costs. In 

April 2012, the Company filed a motion to dismiss the complaint. In September 2012, the complaint was withdrawn without 

prejudice. In March 2012, a qui tam action on behalf of the State of Minnesota, Total Asset Recovery v. MetLife Inc., et al., 

Prudential Financial Inc., The Prudential Insurance Company of America and Prudential Holdings, Inc., filed in the Fourth 

Judicial District, Hennepin County, in the State of Minnesota was served on the Company. The complaint alleges that the 

Company failed to escheat life insurance proceeds to the State of Minnesota in violation of the Minnesota False Claims Act and 

seeks injunctive relief, compensatory damages, civil penalties, treble damages, prejudgment interest, attorneys’ fees and costs. In 
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June 2012, the Company filed a motion to dismiss the complaint. In December 2012, the Court granted the Company’s motion to 

dismiss, and the complaint was dismissed with prejudice. 

 

In January 2012, a Global Resolution Agreement entered into by the Company and a third party auditor became effective 

upon its acceptance by the unclaimed property departments of 20 states and jurisdictions.  Under the terms of the Global 

Resolution Agreement, the third party auditor acting on behalf of the signatory states will compare expanded matching criteria to 

the Social Security Master Death File (―SSMDF‖) to identify deceased insureds and contract holders where a valid claim has no t 

been made. In February 2012, a Regulatory Settlement Agreement entered into by the Company to resolve a multi-state market 

conduct examination regarding its adherence to state claim settlement practices became effective upon its acceptance by the 

insurance departments of 20 states and jurisdictions. The Regulatory Settlement Agreement applies prospectively and requires the 

Company to adopt and implement additional procedures comparing its records to the SSMDF to identify unclaimed death benefits 

and prescribes procedures for identifying and locating beneficiaries once deaths are identified.  Other jurisdictions that are not 

signatories to the Regulatory Settlement Agreement are considering proposals that would apply prospectively and require life 

insurance companies to take additional steps to identify unreported deceased policy and contract holders. These prospective 

changes and any escheatable property identified as a result of the audits and inquiries could result in: (1) additional payments of 

previously unclaimed death benefits; (2) the payment of abandoned funds to U.S. jurisdictions; and (3) changes in the Company’s 

practices and procedures for the identification of escheatable funds and beneficiaries, which would impact claim payments and 

reserves, among other consequences. 

The Company is one of several companies subpoenaed by the New York Attorney General regarding its unclaimed property 

procedures. Additionally, the New York State Department of Financial Services (―NYDFS‖) has requested that 172 life insurers 

(including the Company) provide data to the NYDFS regarding use of the SSMDF. The New York Office of Unclaimed Funds 

recently notified the Company that it intends to conduct an audit of the Company’s compliance with New York’s unclaimed 

property laws.  The Minnesota Attorney General has also requested information regarding the Company’s use of the SSMDF and 

its claim handling procedures and the Company is one of several companies subpoenaed by the Minnesota Department of 

Commerce, Insurance Division. In February, 2012, the Massachusetts Office of the Attorney General requested information 

regarding the Company’s unclaimed property procedures. 

 

From July 2010 to December 2010, four purported nationwide class actions were filed challenging the use of retained asset 

accounts to settle death benefit claims of beneficiaries of a group life insurance contract owned by the United States Department of 

Veterans Affairs that covers the lives of members and veterans of the U.S. armed forces.  In 2011, the cases were consolidated in 

the United States District Court for the District of Massachusetts by the Judicial Panel for Multi-District Litigation as In re 

Prudential Insurance Company of America SGLI/VGLI Contract Litigation. The consolidated complaint alleges that the use of the 

retained assets accounts that earn interest and are available to be withdrawn by the beneficiary, in whole or in part, at any time, to 

settle death benefit claims is in violation of federal law, and asserts claims of breach of contract, breaches of fiduciary duty and the 

duty of good faith and fair dealing, fraud and unjust enrichment and seeks compensatory and punitive damages, disgorgement of 

profits, equitable relief and pre and post-judgment interest.  In March 2011, the motion to dismiss was denied.  In January 2012, 

plaintiffs filed a motion to certify the class. In August 2012, the court denied plaintiffs’ class certification motion without prejudice 

pending the filing of summary judgment motions on the issue of whether plaintiffs sustained an actual injury. In October 2012, the 

parties filed their summary judgment motions.  
 

In September 2010, Huffman v. The Prudential Insurance Company, a purported nationwide class action brought on behalf 

of beneficiaries of group life insurance contracts owned by ERISA-governed employee welfare benefit plans was filed in the 

United States District Court for the Eastern District of Pennsylvania, challenging the use of retained asset accounts in employee 

welfare benefit plans to settle death benefit claims as a violation of ERISA and seeking injunctive relief and disgorgement of 

profits.  In July 2011, the Company’s motion for judgment on the pleadings was denied. In February 2012, plaintiffs filed a motion 

to certify the class.  In April 2012, the Court stayed the case pending the outcome of a case involving another insurer that is on 

appeal to the Third Circuit Court of Appeals. 

In January 2011, a purported state-wide class action, Garcia v. The Prudential Insurance Company of America was 

dismissed by the Second Judicial District Court, Washoe County, Nevada. The complaint was brought on behalf of Nevada 

beneficiaries of individual life insurance policies for which, unless the beneficiaries elected another settlement method, death 

benefits were placed in retained asset accounts. The complaint alleges that by failing to disclose material information about the 
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accounts, the Company wrongfully delayed payment and improperly retained undisclosed profits, and seeks damages, injunctive 

relief, attorneys’ fees and pre and post-judgment interest. In February 2011, plaintiff appealed the dismissal to the Nevada 

Supreme Court. As previously reported, in December 2009, an earlier purported nationwide class action raising substantially 

similar allegations brought by the same plaintiff in the United States District Court for the District of New Jersey, Garcia v. 

Prudential Insurance Company of America, was dismissed. In December 2011, plaintiff appealed the dismissal. In January 2013, 

the Nevada Supreme Court affirmed the dismissal of the complaint. 

In December 2010, a purported state-wide class action complaint, Phillips v. Prudential Financial, Inc., was filed in state 

court and removed to the United States District Court for the Southern District of Illinois. The complaint makes allegations under 

Illinois law, substantially similar to the Garcia cases, on behalf of a class of Illinois residents whose death benefit claims were 

settled by retained assets accounts.  In March 2011, the complaint was amended to drop the Company as a defendant and add 

Pruco Life Insurance Company as a defendant and is now captioned Phillips v. Prudential Insurance and Pruco Life Insurance 

Company. In November 2011, the complaint was dismissed. In December 2011, plaintiff appealed the dismissal. 

In July 2010, the Company, along with other life insurance industry participants, received a formal request for information 

from the State of New York Attorney General’s Office in connection with its investigation into industry practices relating to the 

use of retained asset accounts.  In August 2010, the Company received a similar request for information from the State of 

Connecticut Attorney General’s Office.  The Company is cooperating with these investigations.  The Company has also been 

contacted by state insurance regulators and other governmental entities, including the U.S. Department of Veterans Affairs and 

Congressional committees regarding retained asset accounts.  These matters may result in additional investigations, information 

requests, claims, hearings, litigation, adverse publicity and potential changes to business practices.  

In February 2011, a fifth amended complaint was filed in the United States District Court for the District of New Jersey in 

Clark v. Prudential Insurance Company.  The complaint brought on behalf of a purported class of California, Indiana, Ohio and 

Texas residents who purchased individual health insurance policies alleges that Prudential Insurance failed to disclose that it had 

ceased selling this type of policy in 1981 and that, as a result, premiums would increase significantly.  The complaint alleges 

claims of fraudulent misrepresentation and omission, breach of the duty of good faith and fair dealing, and California’s Unfair 

Competition Law and seeks compensatory and punitive damages.  The matter was originally filed in 2008 and certain of the claims 

in the first four complaints were dismissed.  In February 2012, plaintiffs filed a motion for class certification. In July 2012, 

Prudential Insurance moved for summary judgment on certain of plaintiffs’ claims. In February 2013, the Court denied plaintiffs' 

motion for class certification and granted the motion by Prudential Insurance for summary judgment against two of the named 

plaintiffs and denied summary judgment against two other plaintiffs. In March 2013, plantiffs filed a motion for reconsideration of 

the Court’s decision. 

In April 2009, Schultz v. The Prudential Insurance Company of America, a purported nationwide class action on behalf of 

participants claiming disability benefits under certain employee benefit plans insured by Prudential, was filed in the United States 

District Court for the Northern District of Illinois. As amended, the complaint alleges that Prudential Insurance and the defendant 

plans violated ERISA by characterizing family Social Security benefits as "loss of time" benefits that were offset against 

Prudential contract benefits. The complaint seeks a declaratory judgment that the offsets were improper, damages and other relief. 

The Company has agreed to indemnify the named defendant plans. In April 2011, Schultz was dismissed with prejudice, and 

plaintiffs appealed to the Seventh Circuit Court of Appeals. In March 2012, the court affirmed the dismissal. 

From November 2002 to March 2005, eleven separate complaints were filed against the Company and the law firm of Leeds 

Morelli & Brown in New Jersey state court and in the New Jersey Superior Court, Essex County as Lederman v. Prudential 

Financial, Inc., et al. The complaints allege that an alternative dispute resolution agreement entered into among Prudential 

Insurance, over 235 claimants who are current and former Prudential Insurance employees, and Leeds Morelli & Brown (the law 

firm representing the claimants) was illegal and that Prudential Insurance conspired with Leeds Morelli & Brown to commit fraud, 

malpractice, breach of contract, and violate racketeering laws by advancing legal fees to the law firm with the purpose of limiting 

Prudential’s liability to the claimants.  In February 2010, the New Jersey Supreme Court assigned the cases for centralized case 

management to the Superior Court, Bergen County. The Company participated in a court-ordered mediation that resulted in a 

settlement involving 193 of the remaining 235 plaintiffs. The amounts paid to the 193 plaintiffs were within existing reserves for 

this matter. The remaining plaintiffs continue to pursue their individual lawsuits, and have filed offers of judgment totaling 

approximately $90 million. In February 2012, the court granted summary judgment against two of the remaining plaintiffs. In June 
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2012, the court granted summary judgment against an additional plaintiff reducing to 39 the number of plaintiffs asserting claims 

against the Company. 

Retirement Solutions and Investment Management 

In October 2007, Prudential Retirement Insurance and Annuity Co. (―PRIAC‖) filed an action in the United States District 

Court for the Southern District of New York, Prudential Retirement Insurance & Annuity Co. v. State Street Global Advisors, in 

PRIAC’s fiduciary capacity and on behalf of certain defined benefit and defined contribution plan clients of PRIAC, against an 

unaffiliated asset manager, State Street Global Advisors (―SSgA‖) and SSgA’s affiliate, State Street Bank and Trust Company 

(―State Street‖).  This action seeks, among other relief, restitution of certain losses attributable to certain investment funds sold by 

SSgA as to which PRIAC believes SSgA employed investment strategies and practices that were misrepresented by SSgA and 

failed to exercise the standard of care of a prudent investment manager. Given the unusual circumstances surrounding the 

management of these SSgA funds and in order to protect the interests of the affected plans and their participants while PRIAC 

pursues these remedies, PRIAC implemented a process under which affected plan clients that authorized PRIAC to proceed on 

their behalf have received payments from funds provided by PRIAC for the losses referred to above.  The Company’s consolidated 

financial statements, and the results of the Retirement segment included in the Company’s U.S. Retirement Solutions and 

Investment Management Division, for the year ended December 31, 2007 include a pre-tax charge of $82 million, reflecting these 

payments to plan clients and certain related costs.  In September 2008, the United States District Court for the Southern District of 

New York denied the State Street defendants’ motion to dismiss claims for damages and other relief under Section 502(a)(2) of 

ERISA, but dismissed the claims for equitable relief under Section 502(a)(3) of ERISA.  In October 2008, defendants answered the 

complaint and asserted counterclaims for contribution and indemnification, defamation and violations of Massachusetts’ unfair and 

deceptive trade practices law.  In February 2010, State Street reached a settlement with the SEC over charges that it misled 

investors about their exposure to sub-prime investments, resulting in significant investor losses in mid-2007.  Under the settlement, 

State Street paid approximately $313 million in disgorgement, pre-judgment interest, penalty and compensation into a Fair Fund 

that was distributed to injured investors and consequently, State Street paid PRIAC, for deposit into its separate accounts, 

approximately $52.5 million. By the terms of the settlement, State Street’s payment to PRIAC does not resolve any claims PRIAC 

has against State Street or SSgA in connection with the losses in the investment funds SSgA managed, and the penalty component 

of State Street’s SEC settlement cannot be used to offset or reduce compensatory damages in the action against State Street and 

SSgA. In June 2010, PRIAC moved for partial summary judgment on State Street’s counterclaims.  At the same time, State Street 

moved for summary judgment on PRIAC’s complaint.  In March 2011, the district court denied State Street’s motion for summary 

judgment and denied in part and granted in part PRIAC’s motion for partial summary judgment on State Street’s counterclaims. In 

October 2011, the court held a bench trial to determine whether State Street had breached its fiduciary duty to PRIAC’s plan 

clients.  In February 2012, the court issued a decision holding that State Street breached its fiduciary duty to the plans under 

ERISA to manage the investment funds prudently and to diversify them.  The court held that PRIAC did not prove that State Street 

breached its duty of loyalty to the plans under ERISA.  The court held that State Street's breaches caused the plans' losses in the 

amount of $76.7 million and, after crediting State Street for an earlier payment, awarded $28.1 million in damages in addition to 

the amount previously recovered as a result of the SEC settlement. The court did not rule on State Street's counterclaims and 

reserved judgment on PRIAC's requests for pre-judgment interest and attorney's fees. In May 2012, the Company filed a motion 

seeking partial summary judgment to dismiss State Street’s counterclaims which was denied by the court in November 2012. In 

December 2012, the parties reached an agreement in principle to settle the matter. Pursuant to the settlement agreement, PRIAC 

received $33 million in addition to the amount previously recovered as a result of the SEC settlement. These recoveries reimburse 

PRIAC for amounts previously paid to the plans for their losses and related costs. In January 2013, the action was dismissed with 

prejudice in accordance with the settlement.  

 

Other Matters 

 

In October 2006, a purported class action lawsuit, Bouder v. Prudential Financial, Inc. and Prudential Insurance Company 

of America, was filed in the United States District Court for the District of New Jersey, claiming that Prudential failed to pay 

overtime to insurance agents in violation of federal and Pennsylvania law, and that improper deductions were made from these 

agents’ wages in violation of state law.  The complaint seeks back overtime pay and statutory damages, recovery of improper 

deductions, interest, and attorneys’ fees. In March 2008, the court conditionally certified a nationwide class on the federal overtime 

claim.   Separately, in March 2008, a purported nationwide class action lawsuit was filed in the United States District Court for the 

Southern District of California, Wang v. Prudential Financial, Inc. and Prudential Insurance, claiming that the Company failed to 
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pay its agents overtime and provide other benefits in violation of California and federal law and seeking compensatory and 

punitive damages in unspecified amounts.  In September 2008, Wang was transferred to the United States District Court for the 

District of New Jersey and consolidated with the Bouder matter.  Subsequent amendments to the complaint have resulted in 

additional allegations involving purported violations of an additional nine states’ overtime and wage payment laws.  In February 

2010, Prudential moved to decertify the federal overtime class that had been conditionally certified in March 2008 and moved for 

summary judgment on the federal overtime claims of the named plaintiffs.  In July 2010, plaintiffs filed a motion for class 

certification of the state law claims.  In August 2010, the district court granted Prudential’s motion for summary judgment, 

dismissing the federal overtime claims.  In January 2013, the Court denied plaintiffs’ motion for class certification in its entirety. 

In April 2012, the Company filed two actions in New Jersey state court captioned The Prudential Insurance Company of 

America, et al. v. JP Morgan Chase, et al. and The Prudential Insurance Company of America, et al. v. Morgan Stanley, et al.  

Both matters seek to recover damages attributable to Company and affiliate entities' and funds' investments in residential 

mortgage-backed securities ("RMBS").  Among other allegations stemming from the defendants' origination, underwriting and 

sales of RMBS, the complaints assert claims of common law fraud, negligent misrepresentation, breaches of the New Jersey 

Uniform Securities Act and breaches of the New Jersey Civil RICO statute.  The complaints seek unspecified damages. In August 

2012, the Company filed four additional actions in New Jersey state court captioned The Prudential Insurance Company of 

America, et al. v. Nomura Securities International, Inc., et al., The Prudential Insurance Company of America, et al. v. Barclays 

Bank PLC, et al,, The Prudential Insurance Company of America, et al. v. Goldman Sachs & Company, et al. and The Prudential 

Insurance Company of America, et al. v. RBS Financial Products, Inc., et al. upon the same grounds and seeking the same 

damages, as articulated above. In November 2012, the Company filed a similar matter captioned The Prudential Insurance 

Company of America v. Credit Suisse Securities (USA) LLC, et al.  In December 2012, the Goldman Sachs matter was removed to 

the United States District Court for the District of New Jersey.  In December 2012, defendants filed a motion to dismiss the 

complaint. In January 2013, the Morgan Stanley and Nomura defendants filed motions to dismiss the complaints filed against 

them. In March 2013, the Court denied Morgan Stanley’s motion to dismiss the Company’s amended complaint. In March 2013, 

the Company filed a complaint in the U.S. District Court for the District of New Jersey against Bank of America National 

Association and Merrill Lynch & Co., Inc., et al. Separately, in March 2013, the Company filed a complaint in New Jersey state 

court against Countrywide Financial Corp., et al. Both complaints assert the same claims and seek the same damages as articulated 

in the earlier filed actions. In April 2013, the Company filed a complaint in New Jersey state court against UBS Securities LLC, et 

al. The complaint asserts the same claims and seeks the same damages as articulated in the earlier filed actions. In April 2013, the 

JP Morgan Chase defendants filed a motion to dismiss the second amended complaint. 

 

Summary 

 

The Company’s litigation and regulatory matters are subject to many uncertainties, and given their complexity and scope, 

their outcome cannot be predicted. It is possible that the Company’s results of operations or cash flow in a particular quarterly or 

annual period could be materially affected by an ultimate unfavorable resolution of pending litigation and regulatory matters 

depending, in part, upon the results of operations or cash flow for such period. In light of the unpredictability of the Company’s 

litigation and regulatory matters, it is also possible that in certain cases an ultimate unfavorable resolution of one or more pending 

litigation or regulatory matters could have a material adverse effect on the Company’s financial position.  Management believes, 

however, that, based on information currently known to it, the ultimate outcome of all pending litigation and regulatory matters, 

after consideration of applicable reserves and rights to indemnification, is not likely to have a material adverse effect on the 

Company’s financial position. 
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Independent Auditor’s Report 

 
To the Board of Directors and Stockholder of 
The Prudential Insurance Company of America: 
 
We have audited the accompanying consolidated financial statements of The Prudential Insurance Company of America (a wholly 

owned subsidiary of Prudential Holdings, LLC, which is a wholly owned subsidiary of Prudential Financial, Inc.), and its 

subsidiaries (collectively, the ―Company‖), which comprise the consolidated statements of financial position as of December 31, 

2012 and 2011, and the related consolidated statements of operations, of comprehensive income, of stockholder’s equity and of 

cash flows for each of the three years in the period ended December 31, 2012.   
 

Management's Responsibility for the Consolidated Financial Statements 
 

Management is responsible for the preparation and fair presentation of the consolidated financial statements in accordance with 

accounting principles generally accepted in the United States of America; this includes the design, implementation, and 

maintenance of internal control relevant to the preparation and fair presentation of consolidated financial statements that are free 

from material misstatement, whether due to fraud or error. 
 

Auditor's Responsibility 
 

Our responsibility is to express an opinion on the consolidated financial statements based on our audits.  We conducted our audits 

in accordance with auditing standards generally accepted in the United States of America.  Those standards require that we plan 

and perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free from material 

misstatement.   

 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial 

statements.  The procedures selected depend on our judgment, including the assessment of the risks of material misstatement of the 

consolidated financial statements, whether due to fraud or error.  In making those risk assessments, we consider internal control 

relevant to the Company's preparation and fair presentation of the consolidated financial statements in order to design audit 

procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 

Company's internal control.
 
 Accordingly, we express no such opinion.  An audit also includes evaluating the appropriateness of 

accounting policies used and the reasonableness of significant accounting estimates made by management, as well as evaluating 

the overall presentation of the consolidated financial statements.  We believe that the audit evidence we have obtained is sufficient 

and appropriate to provide a basis for our audit opinion. 
 

Opinion 
 

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position 

of The Prudential Insurance Company of America and its subsidiaries at December 31, 2012 and 2011, and the results of their 

operations and their cash flows for each of the three years in the period ended December 31, 2012 in accordance with accounting 

principles generally accepted in the United States of America. 
  
Emphasis of Matter 
 

As described in Note 2 of the consolidated financial statements, on January 1, 2012 and in December 2012, the company adopted, 

retrospectively, i) a change to the method of accounting for the deferral of acquisition costs for new or renewed insurance contracts 

and ii) a change in the method of applying an accounting principle for pension plans, respectively. 

 
 

April 12, 2013 

 
 

PricewaterhouseCoopers LLP, 300 Madison Avenue, New York, NY 10017 
T: (646) 471 3000, F: (646) 471 8320, www.pwc.com/us 
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