
    AS FILED WITH THE SECURITIES AND EXCHANGE COMMISSION ON SEPTEMBER 27, 2002

                                                      REGISTRATION NO. 333-89530

                       SECURITIES AND EXCHANGE COMMISSION

                             WASHINGTON, D.C. 20549

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

                                    FORM S-1

             REGISTRATION STATEMENT UNDER THE SECURITIES ACT OF 1933

                         PRE-EFFECTIVE AMENDMENT NO. 1

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

                          PRUCO LIFE INSURANCE COMPANY

                           (EXACT NAME OF REGISTRANT)

                                     ARIZONA

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

         (STATE OR OTHER JURISDICTION OF INCORPORATION OR ORGANIZATION)

                                    22-194455

                     (I.R.S. EMPLOYER IDENTIFICATION NUMBER)

                        C/O PRUCO LIFE INSURANCE COMPANY

                              213 WASHINGTON STREET

                          NEWARK, NEW JERSEY 07102-2992

                                 (973) 802-7333

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

          (ADDRESS AND TELEPHONE NUMBER OF PRINCIPAL EXECUTIVE OFFICES)

                                THOMAS C. CASTANO

                               ASSISTANT SECRETARY

                          PRUCO LIFE INSURANCE COMPANY

                              213 WASHINGTON STREET

                          NEWARK, NEW JERSEY 07102-2992

                                 (973) 802-4708

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

           (NAME, ADDRESS, AND TELEPHONE NUMBER OF AGENT FOR SERVICE)

                                COPIES TO:

                  C. CHRISTOPHER SPRAGUE

                  VICE PRESIDENT, CORPORATE COUNSEL

                  THE PRUDENTIAL INSURANCE COMPANY OF AMERICA

                  213 WASHINGTON STREET

                  NEWARK,  NEW JERSEY 07102-2992

================================================================================

Approximate date of commencement of proposed sale to the public--January 3, 2003

If any of the securities being registered on this form are to be offered on a

delayed or continuous basis pursuant to Rule 415 under the Securities Act of

1933, other than securities offered only in connection with dividend or interest

reinvestment plans, check the following box ........................[x]

<TABLE>

<CAPTION>

                                                  CALCULATION OF REGISTRATION FEE



                     TITLE OF EACH             AMOUNT            PROPOSED            PROPOSED           AMOUNT OF

                  CLASS OF SECURITIES           TO BE        MAXIMUM OFFERING    MAXIMUM AGGREGATE    REGISTRATION

                   TO BE REGISTERED          REGISTERED*      PRICE PER UNIT*     OFFERING PRICE          FEE**

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

<S>                                      <C>                <C>                  <C>                   <C>

               Market-value adjusted

               annuity contracts            $500,000,000                           $500,000,000        $ 46,000

</TABLE>

- ----------

*   Securities are not issued in predetermined units

Prudential Investment Management Services LLC, the principal underwriter of

these contracts under a "best efforts" arrangement, will be reimbursed by Price

Life Insurance Company for its costs and expenses incurred in connection with

the sale of these contracts.

The risk factors section appears on page 6 of the prospectus.

STRATEGIC PARTNERS(SM)

HORIZON ANNUITY

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

PROSPECTUS: OCTOBER 4, 2002

THIS PROSPECTUS DESCRIBES A MARKET VALUE ADJUSTED INDIVIDUAL ANNUITY CONTRACT

OFFERED BY PRUCO LIFE INSURANCE COMPANY (PRUCO LIFE). PRUCO LIFE IS A WHOLLY

OWNED SUBSIDIARY OF THE PRUDENTIAL INSURANCE COMPANY OF AMERICA. PRUCO LIFE IS

LOCATED AT 213 WASHINGTON STREET, NEWARK, NJ 07102-2992, AND CAN BE CONTACTED BY

CALLING (973) 367-1730. PRUCO LIFE ADMINISTERS THE STRATEGIC PARTNERS HORIZON

ANNUITY CONTRACTS AT THE PRUDENTIAL ANNUITY SERVICE CENTER, P.O. BOX 7960,

PHILADELPHIA, PA 19101. YOU CAN CONTACT THE PRUDENTIAL ANNUITY SERVICE CENTER BY

CALLING, TOLL-FREE, (888) PRU-2888.

PLEASE READ THIS PROSPECTUS

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

Please read this prospectus before purchasing a Strategic Partners Horizon

Annuity contract and keep it for future reference.

 THE SEC HAS NOT DETERMINED THAT THIS CONTRACT IS A GOOD INVESTMENT, NOR HAS THE

 SEC DETERMINED THAT THIS PROSPECTUS IS COMPLETE OR ACCURATE. IT IS A CRIMINAL

 OFFENSE TO STATE OTHERWISE. INVESTMENT IN A MARKET VALUE ADJUSTED ANNUITY

 CONTRACT IS SUBJECT TO RISK, INCLUDING THE POSSIBLE LOSS OF YOUR MONEY. AN

 INVESTMENT IN STRATEGIC PARTNERS HORIZON ANNUITY IS NOT A BANK DEPOSIT AND IS

 NOT INSURED BY THE FEDERAL DEPOSIT INSURANCE CORPORATION OR ANY OTHER

 GOVERNMENT AGENCY.

 ORD01009

CONTENTS

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

<Table>

                 <S>                                                           <C>

                 PART I: STRATEGIC PARTNERS HORIZON ANNUITY PROSPECTUS

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

                 SUMMARY

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

                          Glossary...........................................      4

                          Summary............................................      5

                          Risk Factors.......................................      6

                 PART II: STRATEGIC PARTNERS HORIZON ANNUITY PROSPECTUS

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

                     Section 1: What is the Strategic Partners Horizon

                      Annuity?...............................................     10

                          Short Term Cancellation Right or "Free Look".......     10



                     Section 2: What Guarantee Periods Can I Choose?.........     11

                          Guarantee Periods..................................     11

                          Market Value Adjustment............................     12

                     Section 3: What Kind of Payments Will I Receive During

                      the Income Phase? (Annuitization)......................     13

                          Payment Provisions.................................     13

                              Option 1: Annuity Payments for a Fixed

                               Period........................................     13

                              Option 2: Life Annuity with 120 Payments (10

                               Years)........................................     13

                              Option 3: Interest Payment Option..............     13

                              Option 4: Other Annuity Options................     13

                              Tax Considerations.............................     14

                     Section 4: What is the Death Benefit?...................     15

                          Beneficiary........................................     15

                          Calculation of the Death Benefit...................     15

                          Joint Ownership Rules..............................     15

                     Section 5: How Can I Purchase a Strategic Partners

                      Horizon Annuity Contract?..............................     16

                          Purchase Payment...................................     16

                          Allocation of Purchase Payment.....................     16

                     Section 6: What are the Expenses Associated with the

                      Strategic Partners Horizon Annuity Contract?...........     17

                          Withdrawal Charge..................................     17

                          Waiver of Withdrawal Charge for Critical Care......     18

                          Taxes Attributable to Premium......................     18

                     Section 7: How Can I Access My Money?...................     19

                          Automated Withdrawals..............................     19

                     Section 8: What are the Tax Considerations Associated

                      with the Strategic Partners Horizon Annuity

                      Contract?..............................................     20

                          Contracts Owned by Individuals (Not Associated with

                          Tax Favored Retirement Plans)......................     20

                          Contracts Held by Tax Favored Plans................     21

                     Section 9: Other Information............................     27

                          Pruco Life Insurance Company.......................     27

                          Sale and Distribution of the Contract..............     27

                          Assignment.........................................     28

                          Householding.......................................     28

                          Litigation.........................................     28

                          Management's Discussion and Analysis of Financial

                          Condition and Results of Operations ...............     29

                          Quantitative and Qualitative Disclosure about

                          Market Risk........................................     45

                          Directors and Officers.............................     51

                          Executive Compensation.............................     53

                          Selected Financial Data............................     53

                          Company Financial Information......................     54

                          Experts............................................     93

                          Indemnification....................................     93

                          Market-Value Adjustment Formula....................     94

                          IRA Disclosure Statement...........................     97

</Table>

 2

PART I SUMMARY

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

STRATEGIC PARTNERS HORIZON ANNUITY PROSPECTUS

                                                                               3

                                                                          PART I

STRATEGIC PARTNERS HORIZON ANNUITY PROSPECTUS  SUMMARY

GLOSSARY

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

WE HAVE TRIED TO MAKE THIS PROSPECTUS AS EASY TO READ AND UNDERSTAND AS

POSSIBLE. BY THE NATURE OF THE CONTRACT, HOWEVER, CERTAIN TECHNICAL WORDS OR

TERMS ARE UNAVOIDABLE. WE HAVE IDENTIFIED THE FOLLOWING AS SOME OF THE KEY WORDS

OR TERMS. OTHER DEFINED TERMS ARE SET FORTH IN YOUR CONTRACT.

ACCUMULATION PHASE

The period that begins with the contract date (see below definition) and ends

when you start receiving income payments or earlier if the contract is



terminated through a full withdrawal or payment of a death benefit.

ADJUSTED CONTRACT VALUE

When you begin receiving income payments, the value of your contract minus any

charge we impose for premium taxes.

ANNUITANT

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

paid. If, upon the death of the annuitant, there is no surviving co-annuitant,

and the owner is not the annuitant, then the owner becomes the annuitant.

ANNUITY DATE

The date when income payments are scheduled to begin.

BENEFICIARY

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

CO-ANNUITANT

The person shown on the contract data pages who becomes the annuitant upon the

death of the annuitant before the annuity date. No co-annuitant may be

designated if the owner is a non-natural person.

CONTRACT DATE

The date we receive your purchase payment and all necessary paperwork in good

order at the Prudential Annuity Service Center. Contract anniversaries are

measured from the contract date. A contract year starts on the contract date or

on a contract anniversary.

CONTRACT OWNER, OWNER OR YOU

The person entitled to the ownership rights under the contract.

CONTRACT SURRENDER VALUE

This is the total value of your contract adjusted by any market-value

adjustment, minus any withdrawal charge(s) and premium taxes.

CONTRACT VALUE

The total value of the amount in a contract allocated to a guarantee period as

of a particular date.

DEATH BENEFIT

If the sole owner or first to die of the joint owners dies, the designated

person(s) or the beneficiary will receive the contract value as the death

benefit. If the contract is owned by an entity (e.g. a corporation or trust),

rather than by an individual, then we will pay the death benefit upon the death

of the annuitant. See "What is the Death Benefit?" on page 25.

GUARANTEE PERIOD

A period of time during which your invested purchase payment earns interest at

the declared rate. We currently make available guarantee periods equal to any or

all of the following: 1 year (currently available only as a renewal option), 3

years, 5 years, 7 years, and 10 years.

INCOME OPTIONS

Options under the contract that define the frequency and duration of income

payments. In your contract, these are referred to as payout or annuity options.

INVESTED PURCHASE PAYMENT

Your purchase payment (which we define below) less any deduction we make for any

premium or other tax charge. In addition to the initial invested purchase

payment, we allow you to make additional purchase payments during the 30 days

preceding the end of a guarantee period.

JOINT OWNER

The person named as the joint owner, who shares ownership rights with the owner

as defined in the contract. Joint owners may be spouses, but are not required to

be spouses.

PRUDENTIAL ANNUITY SERVICE CENTER

For general correspondence: P.O. Box 7960, Philadelphia, PA, 19101. For express

overnight mail: 2101 Welsh Road, Dresher, PA 19025. The phone number is (888)



PRU-2888. Prudential's Web site is www.prudential.com.

PURCHASE PAYMENT

The amount of money you pay us to purchase the contract, as well as any

additional payment you make.

TAX DEFERRAL

This is a way to increase your assets without currently being taxed. You do not

pay taxes on your contract earnings until you take money out of your contract.
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FOR A MORE COMPLETE DISCUSSION OF THE FOLLOWING TOPICS, SEE THE CORRESPONDING

SECTION IN THE PROSPECTUS.

SECTION 1

WHAT IS THE STRATEGIC PARTNERS HORIZON ANNUITY?

This market value adjusted annuity contract, offered by Pruco Life, is a

contract between you, as the owner, and us. The contract is intended for

retirement savings or other long-term investment purposes and provides a death

benefit and guaranteed income options.

   While your money remains in the contract for the full guarantee period, your

principal amount is guaranteed and the interest amount that your money will earn

is guaranteed by us to always be at least 3%. Payments allocated to the contract

are held as a separate pool of assets, but the income, gains or losses

experienced by these assets are not directly credited or charged against the

contracts. As a result, the strength of our guarantees under the contract are

based on the overall financial strength of Pruco Life.

   The contract, like all deferred annuity contracts, has two phases: the

accumulation phase and the income phase. During the accumulation phase, earnings

grow on a tax-deferred basis and are taxed as income when you make a withdrawal.

The income phase starts when you begin receiving regular payments from your

contract. The amount of money you are able to accumulate in your contract during

the accumulation phase will help determine the amount of the payments you will

receive during the income phase. Other factors will affect the amount of your

payments such as age, gender and the payout option you selected.

   Free Look. If you change your mind about owning Strategic Partners Horizon

Annuity, you may cancel your contract within 10 days after receiving it (or

whatever time period is required in the state where the contract was issued).

SECTION 2

WHAT GUARANTEE PERIODS CAN I CHOOSE?

You can allocate your initial purchase payment to one of the guarantee periods

available under the contract. We have the right under the contract to offer one

or more of the following guarantee periods: 1 year (currently available only as

a renewal option), 3 years, 5 years, 7 years, or 10 years, and we may offer

other guarantee periods in the future. At any time, we may offer any or all of

these guarantee periods. You may not allocate your purchase payment to more than

one guarantee period.

SECTION 3

WHAT KIND OF PAYMENTS WILL I RECEIVE DURING THE INCOME PHASE? (ANNUITIZATION)

If you want to receive regular income from your annuity, you can choose one of

several options, including guaranteed payments for the annuitant's lifetime.

Once you begin receiving regular payments, you cannot change your payment plan.

SECTION 4

WHAT IS THE DEATH BENEFIT?

If the sole owner or the first of the joint owners dies, the designated

person(s) or the beneficiary will receive the contract value as the death

benefit. If the contract is owned by an entity (e.g., a corporation or trust),

rather than by an individual, then we will pay the death benefit upon the death

of the annuitant.



SECTION 5

HOW CAN I PURCHASE A STRATEGIC PARTNERS HORIZON ANNUITY CONTRACT?

You can purchase this contract, under most circumstances, with a minimum

purchase payment of $5,000. We allow you to make additional purchase payments

only during the 30 days immediately preceding the end of a guarantee period.

Your representative can help you fill out the proper forms.
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SECTION 6

WHAT ARE THE EXPENSES ASSOCIATED WITH THE STRATEGIC PARTNERS HORIZON ANNUITY

CONTRACT?

There are a few states/jurisdictions that assess a premium tax when you begin

receiving regular income payments from your annuity. In those states, we will

impose the required premium tax charge which can range up to 3.5%.

   During the accumulation phase, if you withdraw money, you may have to pay a

withdrawal charge on all or part of the withdrawal. The withdrawal charge that

we impose depends on the guarantee period from which you are withdrawing your

money. The withdrawal charge ranges from 0% to 7%. You also will be subject to a

market value adjustment if you make a withdrawal prior to the end of a guarantee

period.

SECTION 7

HOW CAN I ACCESS MY MONEY?

You may take money out at any time during the accumulation phase. If you do so,

however, you may be subject to income tax and, if you make a withdrawal prior to

age 59 1/2, an additional tax penalty as well. Each contract year after the

first, you may withdraw without charge an amount equal to the interest you

earned (but did not withdraw) during the contract year immediately preceding the

withdrawal. Withdrawals greater than that amount will be subject to a withdrawal

charge. A market-value adjustment may also apply.

SECTION 8

WHAT ARE THE TAX CONSIDERATIONS ASSOCIATED WITH THE STRATEGIC PARTNERS HORIZON

ANNUITY CONTRACT?

Your earnings are not taxed until withdrawn. If you take money out during the

accumulation phase, earnings are withdrawn first and are taxed as ordinary

income. If you are younger than age 59 1/2 when you take money out, you may be

charged a 10% federal tax penalty on the earnings in addition to ordinary

taxation. A portion of the payments you receive during the income phase is

considered partly a return of your original investment. As a result, that

portion of each payment is not taxable as income. Generally, all amounts

withdrawn from IRA contracts (excluding Roth IRAs) are fully taxable and subject

to the 10% penalty if withdrawn prior to age 59 1/2.

SECTION 9

OTHER INFORMATION

This contract is issued by Pruco Life, a subsidiary of The Prudential Insurance

Company of America and sold by registered representatives. Section 9 of the

prospectus provides a detailed discussion of Pruco Life's operations and assets.

RISK FACTORS

There are various risks associated with the purchase of the Strategic Partners

Horizon Annuity annuity that we summarize below.

   ISSUER RISK. Your Horizon Annuity annuity is issued by Pruco Life, and thus

is backed by the financial strength of that company. If Pruco Life were to

experience significant financial adversity, it is possible that Pruco Life's

ability to pay interest and principal under the Horizon Annuity annuity could be

impaired.



   RISKS RELATED TO CHANGING INTEREST RATES. You do not participate directly in

the investment experience of the bonds and other instruments that Pruco Life

holds to support the Horizon Annuity annuities. Nonetheless, the market value

adjustment formula (which is detailed in the appendix to this prospectus)

reflects the effect that prevailing interest rates have on those bonds and other

instruments. If you need to withdraw your money during a period in which

prevailing interest rates have risen above their level when you made your

purchase, you will experience a "negative" market value adjustment. When we

impose this market value adjustment, it could result in the loss of both the

interest you have earned and a portion of your purchase payments. Thus, before

you commit to a particular guarantee period, you should consider carefully

whether you have the ability to remain in the contract throughout the guarantee

period. In addition, we cannot, of course, assure you that the Strategic

Partners Horizon Annuity annuity will perform better than another investment

that you might have made.
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   RISKS RELATED TO THE WITHDRAWAL CHARGE. We impose withdrawal charges that

range as high as 7%. If you anticipate needing to withdraw your money prior to

the end of a guarantee period, you should be prepared to pay the withdrawal

charge that we will impose.

   A more comprehensive discussion of the risks inherent in Pruco Life's

operations appears in Section 9 under "Quantitative and Qualitative Disclosures

About Market Risk."
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        1:

WHAT IS THE STRATEGIC PARTNERS HORIZON

        ANNUITY?

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

THE STRATEGIC PARTNERS HORIZON ANNUITY IS A CONTRACT BETWEEN YOU, THE OWNER, AND

US, THE INSURANCE COMPANY, PRUCO LIFE INSURANCE COMPANY (PRUCO LIFE, WE OR US).

Under our contract or agreement, in exchange for your payment to us, we promise

to pay you a guaranteed income stream that can begin any time after the second

contract anniversary. This time period may differ in certain states. Your

annuity is in the accumulation phase until you decide to begin receiving annuity

payments. The date you begin receiving annuity payments is the annuity date. On

the annuity date, your contract switches to the income phase.

   This annuity contract benefits from tax deferral. Tax deferral means that you

are not taxed on earnings or appreciation on the assets in your contract until

you withdraw money from your contract.



   Strategic Partners Horizon Annuity allows you to allocate a purchase payment

to one of several guarantee periods that we offer at the time. As the owner of

the contract, you have all of the decision-making rights under the contract. You

will also be the annuitant unless you designate someone else. The owner is the

person upon whose death during the accumulation phase, the death benefit

generally is payable. The annuitant is the person whose life is used to

determine the amount of annuity payments and how long the payments will

continue. On and after the annuity date, the annuitant may not be changed.

   The beneficiary is the person(s) or entity designated to receive any death

benefit if the owner (or first to die of joint owners) dies during the

accumulation phase. You may change the beneficiary any time prior to the annuity

date by making a written request to us. Your request becomes effective when we

approve it.

SHORT TERM CANCELLATION RIGHT OR "FREE LOOK"

If you change your mind about owning Strategic Partners Horizon Annuity, you may

cancel your contract within 10 days after receiving it (or whatever period is

required by applicable law). You can request a refund by returning the contract

either to the representative who sold it to you, or to the Prudential Annuity

Service Center at the address shown on the first page of this prospectus. You

will receive, depending on applicable state law:

- -  Your full purchase payment; or

- -  The amount your contract is worth as of the day we receive your request.

We impose neither a withdrawal charge nor any market value adjustment if you

cancel your contract under this provision.
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        2:

WHAT GUARANTEE PERIODS

        CAN I CHOOSE?

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

THE CONTRACT GIVES YOU THE CHOICE OF ALLOCATING YOUR PURCHASE PAYMENT TO ONE OF

THE GUARANTEE PERIODS THAT WE ARE OFFERING AT THE TIME.

GUARANTEE PERIODS

Under each Strategic Partners Horizon Annuity contract, we have the right to

offer one or more of several guarantee periods. These guarantee periods are 1

year (currently available only as a renewal option), 3 years, 5 years, 7 years,

or 10 years in length. In the future, we may offer other guarantee periods on

substantially the same terms as described in this prospectus. We are not

obligated to offer more than one guarantee period at any time. We will apply

your purchase payment to the guarantee period you have chosen. You must allocate

all of your initial purchase payment to a single guarantee period.

   We declare the interest rate for each available guarantee period

periodically, but we guarantee that we will declare no less than 3% interest

with respect to any guarantee period. You will earn interest on your invested

purchase payment at the rate that we have declared for the guarantee period you

have chosen.

   In addition to the basic interest, we also may pay additional interest with

respect to guarantee periods other than the one year and three year periods. The

amount of the additional interest varies according to the amount of your

purchase payment. Specifically, we will pay additional interest equal to 0.50%

annually for a purchase payment of $25,000 to $74,999, and 1.00% annually for a

purchase payment of $75,000 or more.

   If we grant additional interest to you, you will earn that interest only

during the first year of your contract (and during the first year of the initial

renewal guarantee period, other than the one and three year periods). We are not

obligated to offer this additional interest continuously, meaning that we

reserve the right to offer additional interest only during limited time periods

of our choosing. We also reserve the right to change the amount of the

additional interest.

   We express interest rates as annual rates, although we credit interest within



each guarantee period on a daily basis. The daily interest that we credit is

equal to the pro rated portion of the interest that would be earned on an annual

basis. We credit interest from the business day on which your purchase payment

is received in good order at the Prudential Annuity Service Center until the

earliest to occur of any of the following events: (a) full surrender of the

Contract, (b) commencement of annuity payments or settlement, (c) cessation of

the guarantee period, or (d) death of the first to die of the owner and joint

owner (or annuitant, for entity-owned contracts).

   During the 30 day period immediately preceding the end of a guarantee period,

we allow you to do any of the following, without the imposition of the

withdrawal charge or market value adjustment: (a) surrender the contract, in

whole or in part, (b) allocate the contract value to another guarantee period

available at that time (provided that the new guarantee period ends prior to the

contract anniversary next following the annuitant's 95th birthday and that you

reinvest at least $2,000), or (c) apply the adjusted contract value to the

annuity or settlement option of your choice. If we do not receive instructions

from you concerning the disposition of the contract value in your maturing

guarantee period, we will reinvest the contract value in a guarantee period

having the same duration as the guarantee period that matured (provided that the

new guarantee period ends prior to the contract anniversary next following the

annuitant's 95th birthday and that you reinvest at least $2,000). If any

available new guarantee period would end on or after the contract anniversary

next following the annuitant's 95th birthday, or if the annuitant is 91 years

old at the end of the guarantee period, then we will make only the one year

guarantee period available as the renewal period. We will not impose a

withdrawal charge on amounts you withdraw from the one year guarantee period

described in the immediately preceding sentence, although such a withdrawal

would be subject to a market value adjustment.
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MARKET VALUE ADJUSTMENT

When you allocate a purchase payment to a guarantee period, we use that money to

buy and sell securities and other instruments to support our obligation to pay

interest. Generally, we buy bonds for this purpose. The duration of the bonds

and other instruments that we buy with respect to a particular guarantee period

is influenced significantly by the length of the guarantee period. Thus, for

example, we typically would acquire longer-duration bonds with respect to the 10

year guarantee period than we do for the 3 year guarantee period. The value of

these bonds is affected by changes in interest rates, among other factors. The

market value adjustment that we assess against your contract value if you

withdraw prior to the end of a guarantee period involves our attributing to you

a portion of our investment experience on these bonds and other instruments. For

example, if you make a full withdrawal when interest rates have risen since the

time of your investment, the bonds and other investments in the guarantee period

likely would have decreased in value, meaning that we would impose a "negative"

market value adjustment on you (i.e., one that results in a reduction of the

withdrawal proceeds that you receive). For a partial withdrawal, we would deduct

a negative market value adjustment from your remaining contract value.

Conversely, if interest rates have decreased, the market value adjustment would

be positive.

   Other things you should know about the market value adjustment include the

following:

- -  We determine the market value adjustment according to a mathematical formula,

   which is set forth at the end of this prospectus under the heading

   "Market-Value Adjustment Formula." In that section of the prospectus, we also

   provide hypothetical examples of how the formula works.

- -  A negative market value adjustment could cause you to lose not only the

   interest you have earned but also a portion of your principal. However, the

   laws of certain states provide for an absolute limit or "floor" on the amount

   of a negative market value adjustment. This floor operates regardless of how

   much interest rates have risen since you made your purchase payment.

- -  You may withdraw, without the imposition of any market value adjustment, an

   amount equal to the interest earned under your contract during the

   immediately preceding contract year.



- -  In addition to imposing a market value adjustment on withdrawals, we also

   will impose a market value adjustment on the contract value you apply to an

   annuity or settlement option, except if you annuitize during the 30 day

   period preceding the end of a guarantee period (See Section 3 for details).

   The laws of certain states may prohibit us from imposing a market value

   adjustment on the annuity date.

   YOU SHOULD REALIZE, HOWEVER, THAT APART FROM THE MARKET VALUE ADJUSTMENT, THE

VALUE OF THE BENEFITS UNDER YOUR CONTRACT DOES NOT DEPEND ON THE INVESTMENT

PERFORMANCE OF THE BONDS AND OTHER INSTRUMENTS THAT WE HOLD WITH RESPECT TO YOUR

GUARANTEE PERIOD. APART FROM THE EFFECT OF ANY MARKET VALUE ADJUSTMENT, WE DO

NOT PASS THROUGH TO YOU THE GAINS OR LOSSES ON THE BONDS AND OTHER INSTRUMENTS

THAT WE HOLD IN CONNECTION WITH A GUARANTEE PERIOD.
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        3:

WHAT KIND OF PAYMENTS WILL I RECEIVE DURING THE

        INCOME PHASE? (ANNUITIZATION)

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

PAYMENT PROVISIONS

We can begin making annuity payments any time after the second contract

anniversary. (This time period may differ in certain states.) Annuity payments

must begin no later than the contract anniversary next following the annuitant's

95th birthday. If you begin annuity payments or commence Option 3 at a time

other than the 30 day period prior to the end of a guarantee period, then:

- -  We will impose both a withdrawal charge and a market value adjustment if you

   choose an annuity option with a fixed period of fewer than 10 years or Option

   3. (If your adjusted contract value is allocated to the one year guarantee

   period, we will impose only a market value adjustment).

- -  We will impose a market value adjustment if you choose a life annuity or an

   annuity option with a fixed period of at least 10 years.

   We make the income plans described below available before the annuity date.

These plans are called annuity options. You must choose an annuity option at

least 30 days in advance of the annuity date. If you do not, we will select

Option 2 below on your behalf unless prohibited by applicable law. During the

income phase, all of the annuity options under this contract are fixed annuity

options. GENERALLY, ONCE THE ANNUITY PAYMENTS BEGIN, THE ANNUITY OPTION CANNOT

BE CHANGED AND YOU CANNOT MAKE WITHDRAWALS.

   If the annuitant dies or assigns the contract, and the new annuitant is older

than the original annuitant, then the annuity date will be based on the new

annuitant's age. If the annuitant dies or assigns the contract, and the new

annuitant is younger than the original annuitant, then the annuity date will

remain unchanged. In no event, however, may an original or revised annuity date

be later than the contract anniversary next following the annuitant's 95th

birthday.

OPTION 1

ANNUITY PAYMENTS FOR A FIXED PERIOD

Under this option, we will make equal payments for the period chosen, up to 25

years (but no less than 5 years). The annuity payments may be made monthly,

quarterly, semi-annually, or annually for as long as the annuitant is alive. If

the annuitant dies during the income phase, a lump sum payment generally will be

made to the beneficiary. The amount of the lump sum payment is determined by

calculating the present value of the unpaid future payments. This is done by

using the interest rate used to compute the actual payments. The interest rate

used will always be at least 3.0% a year.

OPTION 2

LIFE ANNUITY WITH 120 PAYMENTS (10 YEARS)

Under this option, we will make annuity payments monthly, quarterly,

semi-annually, or annually as long as the annuitant is alive. If the annuitant

dies before we have made 10 years worth of payments, we will pay the beneficiary

the present value of the remaining annuity payments in one lump sum unless we

were specifically instructed that the remaining annuity payments continue to be

paid to the beneficiary. The present value of the remaining annuity payments is

calculated by using the interest rate used to compute the amount of the original

payments. The interest rate used will always be at least 3.0% a year.



OPTION 3

INTEREST PAYMENT OPTION

Under this option, we will credit interest on the adjusted contract value until

you request payment of all or part of the adjusted contract value. We can make

interest payments on a monthly, quarterly, semiannual, or annual basis or allow

the interest to accrue on your contract assets. Under this option, we will pay

you interest at an effective rate of at least 1.50% a year. This option may not

be available in all states, and is not available if you hold your contract in an

IRA.

OPTION 4

OTHER ANNUITY OPTIONS

We currently offer a variety of other annuity options not described above. At

the time annuity payments are chosen, we may make available to you any of the

fixed annuity options that are offered at your annuity date.
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TAX CONSIDERATIONS

If your contract is held under a tax-favored plan, as discussed on page 21, you

should consider the minimum distribution requirements mentioned on page 24 when

selecting your annuity option.

   For certain contracts held in connection with "qualified" retirement plans

(such as a Section 401(k) plan), please note that if you are married at the time

your payments commence, you may be required by federal law to choose an income

option that provides at least a 50 percent joint and survivor annuity to your

spouse, unless your spouse waives that right. Similarly, if you are married at

the time of your death, federal law may require all or a portion of the death

benefit to be paid to your spouse, even if you designated someone else as your

beneficiary. For more information, consult the terms of your retirement

arrangement.
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        4:
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THE DEATH BENEFIT FEATURE PROTECTS THE VALUE OF THE CONTRACT FOR THE

BENEFICIARY.

BENEFICIARY

The beneficiary is the person(s) or entity you name to receive any death

benefit. The beneficiary is named at the time the contract is issued, unless you

change it at a later date. Unless an irrevocable beneficiary has been named, you

can change the beneficiary at any time before the owner or last surviving owner

dies.

CALCULATION OF THE DEATH BENEFIT

If the owner (or first to die of the owner and joint owner) dies during the

accumulation phase, we will, upon receiving appropriate proof of death and any

other needed documentation ("due proof of death"), pay a death benefit to the

beneficiary designated by the contract owner. If the contract is owned by an

entity (e.g., a corporation or trust), rather than by an individual, then we

will pay the death benefit upon the death of the annuitant. We require due proof

of death to be submitted promptly. The beneficiary will receive a death benefit



equal to the contract value as of the date that due proof of death is received

in good order at the Prudential Annuity Service Center.

   Instead of asking us to pay a death benefit, the surviving spouse may opt to

continue the contract, as discussed below. Generally, we impose no withdrawal

charge or market value adjustment when we pay the death benefit.

JOINT OWNERSHIP RULES

   If the contract has an owner and a joint owner and they are spouses, then

upon the first to die of the owner and joint owner, the surviving spouse has the

choice of the following:

- -  The contract can continue, with the surviving spouse as the sole owner of the

   contract; or

- -  The surviving spouse can receive the death benefit and the contract will end.

   If the surviving spouse wishes to receive the death benefit, he or she must

   make that choice within the first 60 days following our receipt of due proof

   of death. Otherwise, the contract will continue with the surviving spouse as

   the sole owner.

   If the contract has an owner and a joint owner, and they are not spouses, the

contract will not continue. Instead, the beneficiary will receive the death

benefit.

   The payout options are:

   Choice 1. Lump sum.

   Choice 2. Payment of the entire death benefit within 5 years of the date of

             death of the first to die. Under this choice, we will impose a

             market value adjustment upon any withdrawal made during the 5 year

             period (unless the withdrawal is made during the 30 day period

             immediately preceding the end of a guarantee period).

   Choice 3. Payment under an annuity or settlement option over the lifetime of

             the beneficiary or over a period not extending beyond the life

             expectancy of the beneficiary with distribution beginning within

             one year of the date of death of the first to die.

   This contract is subject to special tax rules that govern the required

distributions upon the death of the owner or joint owner. See "What are the Tax

Considerations Associated with the Strategic Partners Horizon Annuity Contract?"

section beginning on page 20.
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PURCHASE PAYMENT

A purchase payment is the amount of money you give us to purchase the contract.

The minimum initial purchase payment is $5,000. You must get our prior approval

for any purchase payment over $5 million. You can allocate subsequent purchase

payments to a guarantee period only during the 30 day period immediately

preceding the end of a guarantee period, provided that any such purchase payment

is at least $1,000.

   Generally, your initial purchase payment consists of a single sum. However,

with respect to an exchange or roll-over, your purchase payment can consist of

multiple sums that you identify at the time of application. With respect to the

latter:

- -  we will aggregate each sum for purposes of computing the amount of any

   additional interest that we pay on each sum; and

- -  each sum will earn interest only from the business day on which it is



   received in good order at the Prudential Annuity Service Center until the end

   of the guarantee period.

   We will sell you a contract only if the eldest of the owner, any joint owner,

annuitant, and any co-annuitant is 85 or younger on the date that the

application is signed.

ALLOCATION OF PURCHASE PAYMENT

When you purchase a contract, we will allocate your invested purchase payment to

the guarantee period of your choosing, provided that we are offering that

guarantee period at the time. You must allocate all of your initial purchase

payment to a single guarantee period. Likewise, any subsequent purchase payment

you make during the 30 day period immediately preceding the end of a guarantee

period will be consolidated with your existing contract value, and the total

will be allocated to a single guarantee period of your choosing.
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        6:

WHAT ARE THE EXPENSES ASSOCIATED WITH THE STRATEGIC PARTNERS

        HORIZON  ANNUITY  CONTRACT?

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

THERE ARE CHARGES ASSOCIATED WITH THE CONTRACT THAT MAY REDUCE THE RETURN ON

YOUR INVESTMENT. THESE CHARGES AND EXPENSES ARE DESCRIBED BELOW.

WITHDRAWAL CHARGE

The withdrawal charge is for the payment of the expenses involved in selling and

distributing the contracts, including sales commissions, printing of

prospectuses, sales administration, preparation of sales literature and other

promotional activities.

   You may surrender your contract in whole or in part while the guarantee

period remains in effect. If you do so, however, you will be subject to (a) a

possible withdrawal charge, (b) a market value adjustment (which we discussed in

Section 2 above) and (c) possible tax penalties. After the first contract year,

you may withdraw, without the imposition of any withdrawal charge or market

value adjustment, an amount equal to the interest earned under your contract

during the immediately preceding contract year. When we calculate the withdrawal

charge and market value adjustment, we first take into account any available

charge-free amount. We impose a withdrawal charge and market value adjustment

only after that amount has been exhausted. In addition, we do not impose either

a withdrawal charge or a market value adjustment on amounts you withdraw to

satisfy Internal Revenue Service minimum distribution requirements.

   If you make a full withdrawal, we will deduct the withdrawal charge from the

proceeds that we pay to you. If you make a partial withdrawal, we will deduct

the withdrawal charge from the contract value remaining in the guarantee period.

We calculate the withdrawal charge after we have given effect to any market

value adjustment.

   The withdrawal charge that we impose is equal to a specified percentage of

the contract value withdrawn that is in excess of the charge-free amount

described above. With respect to the initial guarantee period, the withdrawal

charge is based on the number of contract anniversaries that have elapsed since

the contract date. If permitted by state law, these withdrawal charges are

reinstated during your first, renewal guarantee period, and the contract

anniversaries set out in the table below also refer to contract anniversaries

within the first, renewal guarantee period. No withdrawal charges apply to any

guarantee period that you choose subsequent to your first, renewal guarantee

period. Moreover, we impose no withdrawal charge on withdrawals from any one

year guarantee period. The withdrawal charge is equal to the following, if the

contract is issued (or the initial renewal guarantee period is selected) by an

owner who is 84 or younger at that time:

<Table>

<Caption>

NUMBER OF CONTRACT ANNIVERSARIES SINCE

  CONTRACT DATE (AND START OF FIRST

      RENEWAL GUARANTEE PERIOD)         WITHDRAWAL CHARGE

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



<S>                                     <C>

                   0                           7%

                   1                           7%

                   2                           7%

                   3                           6%

                   4                           5%

                   5                           5%

                   6                           4%

                   7                           3%

                   8                           2%

                   9                           1%

                  10                           0%

</Table>

   As specified in the contract, we reduce withdrawal charges (from what is

depicted above) if the owner is 85 or older. There is a separate withdrawal

charge schedule applicable to each of ages 85, 86, 87, 88, 89 and 90. With

certain exceptions, the withdrawal charge at any contract anniversary declines

by 1% from one age to the next successive age, at such older ages. Some or all

of the guarantee periods that we offer at any given time will be shorter than

the time periods indicated immediately above. As such, the length of the

guarantee period that you have selected, in and of itself, may prevent you from

taking advantage of the decreasing withdrawal charges depicted above. For

example, if you choose a three year guarantee period, you would not be able to

take advantage of the lower withdrawal charges that would have been available in

subsequent contract years. If a withdrawal is effective
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on the day before a contract anniversary, the withdrawal charge percentage will

be that as of the next following contract anniversary.

WAIVER OF WITHDRAWAL CHARGE FOR CRITICAL CARE

We will allow you to withdraw money from the contract, and will waive any

withdrawal charge and market value adjustment, if the owner or joint owner (if

applicable) becomes confined to an eligible nursing home or hospital for a

period of at least three consecutive months after the contract was purchased.

You would need to provide us with proof of the confinement. If a physician has

certified that the owner or joint owner is terminally ill (has twelve months or

less to live) there will be no charge imposed for withdrawals nor any market

value adjustment. Critical Care Access is not available in all states.

TAXES ATTRIBUTABLE TO PREMIUM

There are federal, state and local premium based taxes applicable to your

purchase payment. We are responsible for the payment of these taxes and may make

a deduction from the value of the contract to pay some or all of these taxes.

Some of these taxes are due when the contract is issued, others are due when the

annuity payments begin. It is our current practice not to deduct a charge for

state premium taxes until annuity payments begin. In the states that impose a

premium tax, the current rates range up to 3.5%. It is also our current practice

not to deduct a charge for the federal deferred acquisition costs paid by us

that are based on premium received. However, we reserve the right to charge the

contract owner in the future for any such deferred acquisition costs and any

federal, state or local income, excise, business or any other type of tax

measured by the amount of premium received by us.
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        7:

HOW CAN I ACCESS



        MY MONEY?

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

You can take money out at any time during the accumulation phase. If you do so,

however, you may be subject to income tax and, if the withdrawal is prior to

your attaining age 59 1/2, an additional tax penalty. You will need our consent

to make a partial withdrawal if the requested withdrawal is less than $250.

During the accumulation phase, we generally have the right to terminate your

contract and pay you the contract value if the current contract value is less

than $2,000 and certain other conditions apply.

   INCOME TAXES, TAX PENALTIES, AND CERTAIN RESTRICTIONS MAY APPLY TO ANY

WITHDRAWAL YOU MAKE. FOR A MORE COMPLETE EXPLANATION, SEE SECTION 8 OF THIS

PROSPECTUS.

AUTOMATED WITHDRAWALS

We offer an automated withdrawal feature. This feature enables you to receive

periodic withdrawals in monthly, quarterly, semiannual, or annual intervals. We

will process your withdrawal at the end of the business day at the intervals you

specify. We will continue at these intervals until you tell us otherwise. We

reserve the right to cease paying automated withdrawals if paying any such

withdrawal would cause the contract value to be less than $2,000.

   The minimum automated withdrawal amount you can make is $100. Withdrawal

charges, and a market value adjustment, may apply to any automated withdrawal

you make.

   INCOME TAXES, TAX PENALTIES, AND CERTAIN RESTRICTIONS MAY APPLY TO AUTOMATED

WITHDRAWALS. FOR A MORE COMPLETE DISCUSSION, SEE SECTION 8 OF THIS PROSPECTUS.
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        8:

WHAT ARE THE TAX CONSIDERATIONS ASSOCIATED WITH THE STRATEGIC PARTNERS

HORIZON ANNUITY CONTRACT?

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

The tax considerations associated with the Strategic Partners Horizon Annuity

contract vary depending on whether the contract is (i) owned by an individual

and not associated with a tax-favored retirement plan, or (ii) held under a

tax-favored retirement plan. We discuss the tax considerations for these

categories of contracts below. The discussion is general in nature and describes

only federal income tax law (not state or other tax laws). It is based on

current law and interpretations, which may change. It is not intended as tax

advice. A tax adviser should be consulted for complete information and advice.

CONTRACTS OWNED BY INDIVIDUALS (NOT ASSOCIATED WITH TAX FAVORED RETIREMENT

PLANS)

TAXES PAYABLE BY YOU

We believe the contract is an annuity contract for tax purposes. Accordingly, as

a general rule, you should not pay any tax until you receive money under the

contract.

   Generally, annuity contracts issued by the same company (and affiliates) to

you during the same calendar year must be treated as one annuity contract for

purposes of determining the amount subject to tax under the rules described

below.

TAXES ON WITHDRAWALS AND SURRENDER

If you make a withdrawal from your contract or surrender it before annuity

payments begin, the amount you receive will be taxed as ordinary income, rather

than as return of purchase payments, until all gain has been withdrawn. You will

generally be taxed on any withdrawal from a contract while you are alive even if

the withdrawal is paid to someone else.

   If you assign or pledge all or part of your contract as collateral for a

loan, the part assigned will be treated as a withdrawal. Also, if you elect the

interest payment option, you will be treated, for tax purposes, as surrendering

your contract.



   If you transfer your contract for less than full consideration, such as by

gift, you will trigger tax on the gain in the contract. This rule does not apply

if you transfer the contract to your spouse or under most circumstances if you

transfer the contract incident to divorce.

TAXES ON ANNUITY PAYMENTS

A portion of each annuity payment you receive will be treated as a partial

return of your purchase payments and will not be taxed. The remaining portion

will be taxed as ordinary income. Generally, the nontaxable portion is

determined by multiplying the annuity payment you receive by a fraction, the

numerator of which is your purchase payments (less any amounts previously

received tax-free) and the denominator of which is the total expected payments

under the contract.

   After the full amount of your purchase payments have been recovered tax-free,

the full amount of the annuity payments will be taxable. If annuity payments

stop due to the death of the annuitant before the full amount of your purchase

payments have been recovered, a tax deduction may be allowed for the unrecovered

amount.

TAX PENALTY ON WITHDRAWALS AND ANNUITY PAYMENTS

Any taxable amount you receive under your contract may be subject to a 10

percent tax penalty. Amounts are not subject to this tax penalty if:

- -  the amount is paid on or after you reach age 59 1/2 or die;

- -  the amount received is attributable to your becoming disabled;

- -  the amount paid or received is in the form of level annuity payments not less

   frequently than annually under a lifetime annuity; and

- -  the amount received is paid under an immediate annuity contract (in which

   annuity payments begin within one year of purchase).

   If you modify the lifetime annuity payment stream (other than as a result of

death or disability) before you reach age 59 1/2 (or before the end of the five

year period beginning with the first payment and ending after you reach age

59 1/2), your tax for the year of modification will be increased by the penalty

tax that
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would have been imposed without the exception, plus interest for the deferral.

TAXES PAYABLE BY BENEFICIARIES

The death benefit is subject to income tax to the extent the distribution

exceeds the adjusted basis in the contract and the full value of the death

benefit is included in the owner's estate.

   Generally, the same tax rules apply to amounts received by your beneficiary

as those set forth above with respect to you. The election of an annuity payment

option instead of a lump sum death benefit may defer taxes. Certain minimum

distribution requirements apply upon your death, as discussed further below.

REPORTING AND WITHHOLDING ON DISTRIBUTIONS

Taxable amounts distributed from your annuity contracts are subject to federal

and state income tax reporting and withholding. In general, we will withhold

federal income tax from the taxable portion of such distribution based on the

type of distribution. In the case of an annuity or similar periodic payment, we

will withhold as if you are a married individual with 3 exemptions unless you

designate a different withholding status. In the case of all other

distributions, we will withhold at a 10% rate. You may generally elect not to

have tax withheld from your payments. An election out of withholding must be

made on forms that we provide.

   State income tax withholding rules vary and we will withhold based on the

rules of your State of residence. Special tax rules apply to withholding for

nonresident aliens, and we generally withhold income tax for nonresident aliens

at a 30% rate. A different withholding rate may be applicable to a nonresident

alien based on the terms of an existing income tax treaty between the United

States and the nonresident alien's country.

   Regardless of the amount withheld by us, you are liable for payment of

federal and state income tax on the taxable portion of annuity distributions.

You should consult with your tax advisor regarding the payment of the correct



amount of these income taxes and potential liability if you fail to pay such

taxes.

ANNUITY QUALIFICATION

   REQUIRED DISTRIBUTIONS UPON YOUR DEATH -- Upon your death (or the death of a

joint owner, if earlier), certain distributions must be made under the contract.

The required distributions depend on whether you die on or before you start

taking annuity payments under the contract or after you start taking annuity

payments under the contract.

   If you die on or after the annuity date, the remaining portion of the

interest in the contract must be distributed at least as rapidly as under the

method of distribution being used as of the date of death.

   If you die before the annuity date, the entire interest in the contract must

be distributed within 5 years after the date of death. However, if an annuity

payment option is selected by your designated beneficiary and if annuity

payments begin within 1 year of your death, the value of the contract may be

distributed over the beneficiary's life or a period not exceeding the

beneficiary's life expectancy. Your designated beneficiary is the person to whom

benefit rights under the contract pass by reason of death, and must be a natural

person in order to elect an annuity payment option based on life expectancy or a

period exceeding five years.

   If any portion of the contract is payable to (or for the benefit of) your

surviving spouse, such portion of the contract may be continued with your spouse

as the owner.

   CHANGES IN THE CONTRACT -- We reserve the right to make any changes we deem

necessary to assure that the contract qualifies as an annuity contract for tax

purposes. Any such changes will apply to all contractowners and you will be

given notice to the extent feasible under the circumstances.

ADDITIONAL TAX CONSIDERATIONS

For additional information about the requirements of federal tax law applicable

to tax favored plans, see the "IRA Disclosure Statement" on page 97.

CONTRACTS HELD BY TAX FAVORED PLANS

Currently, the contract may be purchased for use in connection with individual

retirement accounts and
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annuities ("IRAs") which are subject to Sections 408(a), 408(b) and 408A of the

Internal Revenue Code of 1986, as amended (Code). At some future time we may

allow the contract to be purchased in connection with other retirement

arrangements which are also entitled to favorable federal income tax treatment

("tax favored plans"). These other tax favored plans include:

- -  Simplified employee pension plans ("SEPs") under Section 408(k) of the Code;

- -  Saving incentive match plans for employees-IRAs ("SIMPLE-IRAs") under Section

   408(p) of the Code; and

- -  Tax-deferred annuities ("TDAs") under Section 403(b) of the Code.

   This description assumes that (i) we will be offering this to both IRA and

non-IRA tax favored plans, and (ii) you have satisfied the requirements for

eligibility for these products.

   YOU SHOULD BE AWARE THAT TAX FAVORED PLANS SUCH AS IRAS GENERALLY PROVIDE TAX

DEFERRAL REGARDLESS OF WHETHER THEY INVEST IN ANNUITY CONTRACTS. THIS MEANS THAT

WHEN A TAX FAVORED PLAN INVESTS IN AN ANNUITY CONTRACT, IT GENERALLY DOES NOT

RESULT IN ANY ADDITIONAL TAX DEFERRAL BENEFITS.

TYPES OF TAX FAVORED PLANS



   IRAs If you buy a contract for use as an IRA, we will provide you a copy of

the prospectus and the contract. The "IRA Disclosure Statement" on page 97

contains information about eligibility, contribution limits, tax particulars and

other IRA information. In addition to this information (some of which is

summarized below), the IRS requires that you have a "free look" after making an

initial contribution to the contract. During this time, you can cancel the

contract by notifying us in writing, and we will refund all of the purchase

payments under the contract (or, if greater, the amount credited under the

contract, calculated as of the date that we receive this cancellation notice).

   Contributions Limits/Rollovers: Because of the way the contract is designed,

you may only purchase a contract for an IRA in connection with a "rollover" of

amounts from a qualified retirement plan or transfer from another IRA. The

minimum payment under the contract ($5,000) is greater than the maximum amount

of the annual contribution currently allowed by law for an IRA. For 2002 to

2004, the IRA contribution limit is $3,000; increasing for 2005 to 2007, to

$4,000; and for 2008, $5,000. After 2008 the contribution amount will be indexed

for inflation. The tax law also provides for a catch-up provision for

individuals who are age 50 and above. These taxpayers will be permitted to

contribute an additional $500 in years 2002 to 2005 and an additional $1,000 in

2006 and years thereafter). The "rollover" rules under the Code are fairly

technical; however, an individual (or his or her surviving spouse) may generally

"roll over" certain distributions from tax favored retirement plans (either

directly or within 60 days from the date of these distributions) if he or she

meets the requirements for distribution. Once you buy the contract, you can make

regular IRA contributions under the contract (to the extent permitted by law).

However, if you make such regular IRA contributions, you should note that you

will not be able to treat the contract as a "conduit IRA," which means that you

will not retain possible favorable tax treatment if you subsequently "roll over"

the contract funds originally derived from a qualified retirement plan or TDA

into another Section 401(a) plan or TDA.

   Required Provisions: Contracts that are IRAs (or endorsements that are part

of the contract) must contain certain provisions:

- -  You, as owner of the contract, must be the "annuitant" under the contract

   (except in certain cases involving the division of property under a decree of

   divorce);

- -  Your rights as owner are non-forfeitable;

- -  You cannot sell, assign or pledge the contract, other than to Pruco Life;

- -  The annual premium you pay cannot be greater than the maximum amount allowed

   by law, including catch-up contributions if applicable (which does not

   include any rollover amounts);

- -  The date on which annuity payments must begin cannot be later than the April

   1st of the calendar year after the calendar year you turn age 70 1/2; and
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- -  Death and annuity payments must meet "minimum distribution requirements"

   (described below).

   Usually, the full amount of any distribution from an IRA (including a

distribution from this contract) which is not a rollover is taxable. As taxable

income, these distributions are subject to the general tax withholding rules

described earlier. In addition to this normal tax liability, you may also be

liable for the following, depending on your actions:

- -  A 10% "early distribution penalty" (described below);

- -  Liability for "prohibited transactions" if you, for example, borrow against

   the value of an IRA; or

- -  Failure to take a minimum distribution (also generally described below).

   SEPs SEPs are a variation on a standard IRA, and contracts issued to a SEP

must satisfy the same general requirements described under IRAs (above). There

are, however, some differences:

- -  If you participate in a SEP, you generally do not include in income any

   employer contributions made to the SEP on your behalf up to the lesser of (a)

   $40,000 in 2002 or (b) 25% of the employee's earned income (not including the

   employer contribution amount as "earned income" for these purposes). However,

   for these purposes, compensation in excess of certain limits established by



   the IRS will not be considered. In 2002, this limit is $200,000.

- -  SEPs must satisfy certain participation and nondiscrimination requirements

   not generally applicable to IRAs; and

- -  Some SEPs for small employers permit salary deferrals up to $11,000 in 2002

   with the employer making these contributions to the SEP. However, no new

   "salary reduction" or "SAR-SEPs" can be established after 1996. Individuals

   participating in a SARSEP who are age 50 or above by the end of the year will

   be permitted to contribute an additional $1,000 in 2002, increasing in $1,000

   increments per year until reaching $5,000 in 2006. Thereafter the amount is

   indexed for inflation.

   You will also be provided the same information, and have the same "free look"

period, as you would have if you were purchasing the contract for a standard

IRA.

   SIMPLE-IRAs SIMPLE-IRAs are another variation on the standard IRA, available

to small employers (under 100 employees, on a "controlled group" basis) that do

not offer other tax favored plans. SIMPLE-IRAs are also subject to the same

basic IRA requirements with the following exceptions:

- -  Participants in a SIMPLE-IRA may contribute up to $7,000 in 2002, as opposed

   to the usual IRA contribution limit, and employer contributions may also be

   provided as a match (up to 3% of your compensation); and

- -  Beginning in 2002, individuals age 50 or above by the end of the year will be

   permitted to contribute an additional $500 in 2002, increasing in $500

   increments per year until reaching $2,500 in 2006. Thereafter the amount is

   indexed for inflation.

- -  SIMPLE-IRAs are not subject to the SEP nondiscrimination rules.

   ROTH IRAs Congress amended the Code in 1997 to add a new Section 408A,

creating the "Roth IRA" as a new type of individual retirement plan. Like

standard IRAs, income within a Roth IRA accumulates tax-deferred, and

contributions are subject to specific limits. Roth IRAs have, however, the

following differences:

- -  Contributions to a Roth IRA cannot be deducted from your gross income;

- -  "Qualified distributions" (generally, held for 5 tax years and payable on

   account of death, disability, attainment of age 59 1/2, or first

   time-homebuyer) from Roth IRAs are excludable from your gross income; and

- -  If eligible, you may make contributions to a Roth IRA after attaining age

   70 1/2, and distributions are not required to begin upon attaining such age

   or at any time thereafter.

   The annual contribution allowed by law for Roth IRAs increases in the same

manner as the increases for traditional IRAs as described on page 22). The Code

permits persons who meet certain income limitations
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(generally, adjusted gross income under $100,000), and who receive certain

qualifying distributions from such non-Roth IRAs, to directly rollover or make,

within 60 days, a "rollover" of all or any part of the amount of such

distribution to a Roth IRA which they establish. This conversion triggers

current taxation (but is not subject to a 10% early distribution penalty). Once

the contract has been purchased, regular Roth IRA contributions will be accepted

to the extent permitted by law.

   TDAs You may own TDAs generally if you are either an employer or employee of

a tax-exempt organization (as defined under Code Section 501(c)(3)) or a public

educational organization. You may make contributions to a TDA so long as the

employee's rights to the annuity are nonforfeitable. Contributions to a TDA, and

any earnings, are not taxable until distribution. You may also make

contributions to a TDA under a salary reduction agreement, generally up to a

maximum of $11,000 in 2002. Individuals participating in a TDA who are age 50 or



above by the end of the year will be permitted to contribute an additional

$1,000 in 2002, increasing in $1,000 increments per year until reaching $5,000

in 2006. Thereafter the amount is indexed for inflation. Further, you may roll

over TDA amounts to another TDA or an IRA. Beginning in 2002, TDA amounts may

also be rolled over to a qualified retirement plan, a SEP and a 457 government

plan.

   A contract may only qualify as a TDA if distributions (other than

"grandfathered" amounts held as of December 31, 1988) may be made only on

account of:

- -  Your attainment of age 59 1/2;

- -  Your severance of employment;

- -  Your death;

- -  Your total and permanent disability; OR

- -  Hardship (under limited circumstances, and only related to salary deferrals

   and any earnings attributable to these amounts).

In any event, you must begin receiving distributions from your TDA by April 1st

of the calendar year after the calendar year you turn age 70 1/2 or retire,

whichever is later.

   These distribution limits do not apply either to transfers or exchanges of

investments under the contract, or to any "direct transfer" of your interest in

the contract to another TDA or to a mutual fund "custodial account" described

under Code Section 403(b)(7).

   Employer contributions to TDAs are subject to the same general contribution,

nondiscrimination, and minimum participation rules applicable to "qualified"

retirement plans.

MINIMUM DISTRIBUTION REQUIREMENTS AND PAYMENT OPTION

If you hold the contract under an IRA (or other tax-favored plan), IRS minimum

distribution requirements must be satisfied. This means that payments must start

by April 1 of the year after the year you reach age 70 1/2 and must be made for

each year thereafter. The amount of the payment must at least equal the minimum

required under the IRS rules. Several choices are available for calculating the

minimum amount, permitted under IRS regulations released in April 2002. More

information on the mechanics of this calculation is available on request. Please

contact us a reasonable time before the IRS deadline so that a timely

distribution is made. Please note that there is a 50% IRS penalty tax on the

amount of any minimum distribution not made in a timely manner.

   You can use the Minimum Distribution option to satisfy the IRS minimum

distribution requirements for this contract without either beginning annuity

payments or surrendering the contract. We will send you a check for this minimum

distribution amount, less any other partial withdrawals that you made during the

year. Please note that the Minimum Distribution option may need to be modified

to satisfy recently announced changes in IRS rules.

PENALTY FOR EARLY WITHDRAWALS

You may owe a 10% tax penalty on the taxable part of distributions received from

an IRA, SEP, SIMPLE-IRA (which may increase to 25%), Roth IRA, TDA or qualified

retirement plan before you attain age 59 1/2.
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There are only limited exceptions to this tax, and you should consult your tax

adviser for further details.

WITHHOLDING

Unless a distribution is an eligible rollover distribution that is "directly"

rolled over into another qualified plan, IRA (including the IRA variations

described above) SEP, 457 government plan, or TDA, we will withhold at the rate

of 20%. This 20% withholding does not apply to distributions from IRAs and Roth

IRAs. For all other distributions, unless you elect otherwise, we will withhold

federal income tax from the taxable portion of such distribution at an

appropriate percentage. The rate of withholding on annuity payments where no

mandatory withholding is required is determined on the basis of the withholding

certificate that you file with us. If you do not file a certificate, we will

automatically withhold federal taxes on the following basis:



- -  For any annuity payments not subject to mandatory withholding, you will have

   taxes withheld by us as if you are a married individual, with 3 exemptions;

   and

- -  For all other distributions, we will withhold at a 10% rate.

   We will provide you with forms and instructions concerning the right to elect

that no amount be withheld from payments in the ordinary course. However, you

should know that, in any event, you are liable for payment of federal income

taxes on the taxable portion of the distributions, and you should consult with

your tax advisor to find out more information on your potential liability if you

fail to pay such taxes.

ERISA DISCLOSURE/REQUIREMENTS

ERISA (the "Employee Retirement Income Security Act of 1974") and the Code

prevents a fiduciary and other "parties in interest" with respect to a plan

(and, for these purposes, an IRA would also constitute a "plan") from receiving

any benefit from any party dealing with the plan, as a result of the sale of the

contract. Administrative exemptions under ERISA generally permit the sale of

insurance/annuity products to plans, provided that certain information is

disclosed to the person purchasing the contract. This information has to do

primarily with the fees, charges, discounts and other costs related to the

contract, as well as any commissions paid to any agent selling the contract.

   Information about any applicable fees, charges, discounts, penalties or

adjustments may be found under "What Are the Expenses Associated with the

Strategic Partners Select Contract" starting on page 17.

   Information about sales representatives and commissions may be found under

"Other Information" and "Sale and Distribution of the Contract" on page 27.

   In addition, other relevant information required by the exemptions is

contained in the contract and accompanying documentation. Please consult your

tax advisor if you have any additional questions.

SPOUSAL CONSENT RULES FOR RETIREMENT PLANS--QUALIFIED CONTRACTS

If you are married at the time your payments commence, you may be required by

federal law to choose an income option that provides survivor annuity income to

your spouse, unless your spouse waives that right. Similarly, if you are married

at the time of your death, federal law may require all or a portion of the death

benefit to be paid to your spouse, even if you designated someone else as your

beneficiary. A brief explanation of the applicable rules follows. For more

information, consult the terms of your retirement arrangement.

   Defined Benefit Plans, Money Purchase Pension Plans, and ERISA 403(b)

Annuities.  If you are married at the time your payments commence, federal law

requires that benefits be paid to you in the form of a "qualified joint and

survivor annuity" ("QJSA"), unless you and your spouse waive that right, in

writing. Generally, this means that you will receive a reduced payment during

your life and, upon your death, your spouse will receive at least one-half of

what you were receiving for life. You may elect to receive another income option

if your spouse consents to the election and waives his or her right to receive

the QJSA. If your
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spouse consents to the alternative form of payment, your spouse may not receive

any benefits from the plan upon your death. Federal law also requires that the

plan pay a death benefit to your spouse if you are married and die before you

begin receiving your benefit. This benefit must be available in the form of an

annuity for your spouse's lifetime and is called a "qualified pre-retirement

survivor annuity" ("QPSA"). If the plan pays death benefits to other

beneficiaries, you may elect to have a beneficiary other than your spouse

receive the death benefit, but only if your spouse consents to the election and

waives his or her right to receive the QPSA. If your spouse consents to the

alternate beneficiary, your spouse will receive no benefits from the plan upon



your death. Any QPSA waiver prior to your attaining age 35 will become null and

void on the first day of the calendar year in which you attain age 35, if still

employed.

   Defined Contribution Plans (including 401(k) Plans). Spousal consent to a

distribution is generally not required. Upon your death, your spouse will

receive the entire death benefit, even if you designated someone else as your

beneficiary, unless your spouse consents in writing to waive this right. Also,

if you are married and elect an annuity as a periodic income option, federal law

requires that you receive a QJSA (as described above), unless you and your

spouse consent to waive this right.

   IRAs, non-ERISA 403(b) Annuities, and 457 Plans. Spousal consent to a

distribution is not required. Upon your death, any death benefit will be paid to

your designated beneficiary.

ADDITIONAL INFORMATION

For additional information about the requirements of federal tax law applicable

to tax favored plans, see the "IRA Disclosure Statement" on page 97. The

following additional tax considerations also may be of interest.

ENTITY OWNERS.

Where a contract is held by a non-natural person (e.g., a corporation), other

than as an agent or nominee for a natural person (or in other limited

circumstances), the contract will not be taxed as an annuity and increases in

the value of the contract will be subject to tax.

PURCHASE PAYMENTS MADE BEFORE AUGUST 14, 1982.

If your contract was issued in exchange for a contract containing purchase

payments made before August 14, 1982, favorable tax rules may apply to certain

withdrawals from the contract. Generally, withdrawals are treated as a recovery

of your investment in the contract first until purchase payments made before

August 14, 1982 are withdrawn. Moreover, any income allocable to purchase

payments made before August 14, 1982, is not subject to the 10% tax penalty.

GENERATION-SKIPPING TRANSFERS.

If you transfer your contract to a person two or more generations younger than

you (such as a grandchild or grandniece) or to a person that is more than 37 1/2

years younger than you, there may be generation-skipping transfer tax

consequences.
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PRUCO LIFE INSURANCE COMPANY

Pruco Life Insurance Company ("Pruco Life") is a stock life insurance company,

organized in 1971 under the laws of the State of Arizona. It is licensed to sell

life insurance and annuities in the District of Columbia, Guam, and in all

states except New York. Pruco Life's primary competitors are other insurers that

sell fixed and variable insurance products. Pruco Life currently has no

employees.

   Pruco Life is a wholly-owned subsidiary of The Prudential Insurance Company

of America ("Prudential"), 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. As Pruco Life's ultimate parent, Prudential Financial

exercises significant influence over the operations and capital structure of

Pruco Life and Prudential. However, neither Prudential Financial, Prudential,

nor any other related company has any legal responsibility to pay amounts that

Pruco Life may owe under the contract.

   Pruco Life publishes annual and quarterly reports that are filed with the

SEC. These reports contain financial information about Pruco Life that is

annually audited by independent accountants. Pruco's Life annual report for the

year ended December 31, 2001, together with subsequent periodic reports that

Pruco Life files with the SEC, are incorporated by reference into this



prospectus. You can obtain copies, at no cost, of any and all of this

information, including the Pruco Life annual report that is not ordinarily

mailed to contractholders, the more current reports and any subsequently filed

documents at no cost by contacting us at the address or telephone number listed

on the cover. You may read and copy any filings made by Pruco Life with the SEC

at the SEC's Public Reference Room at 450 Fifth Street, Washington, D.C. 20549.

You can obtain information on the operation of the Public Reference Room by

calling 1-800-SEC-0330. The SEC maintains an Internet site that contains

reports, proxy and information statements, and other information regarding

issuers that file electronically with the SEC at http://www.sec.gov.

SALE AND DISTRIBUTION OF THE CONTRACT

Prudential Investment Management Services LLC ("PIMS"), 100 Mulberry Street,

Newark, New Jersey 07102-4077, acts as the distributor of the contracts under a

"best efforts" underwriting agreement with Pruco Life under which PIMS is

reimbursed for its costs and expenses. PIMS is an indirect wholly-owned

subsidiary of Prudential Financial, Inc. and is a limited liability corporation

organized under Delaware law in 1996. It is a registered broker-dealer under the

Securities Exchange Act of 1934 and a member of the National Association of

Securities Dealers, Inc. We pay the broker-dealer whose registered

representatives sell the contract either:

- -  a commission of up to 5.0% of your purchase payments; or

- -  a combination of a commission on purchase payments and a "trail"

   commission -- which is a commission determined as a percentage of your

   contract value that is paid periodically over the life of your contract.

The commission amount quoted above is the maximum amount which is paid. In most

circumstances, the registered representative who sold the contract will receive

significantly less. The broker-dealer who sells a contract to you will deliver

or make available to you a copy of the prospectus for the Strategic Partners

Horizon Annuity.

   From time to time, Prudential or its affiliates may offer and pay non-cash

compensation to registered representatives who sell the contract. For example,

Prudential or an affiliate may pay for a training and education meeting that is

attended by registered representatives of both Prudential-affiliated broker-

dealers and independent broker-dealers. Prudential and its affiliates retain

discretion as to which broker-dealers to offer non-cash (and cash) compensation

arrangements, and will comply with NASD rules and other pertinent laws in making

such offers and payments. Our payment of cash or non-cash
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compensation in connection with sales of the contract does not result directly

in any additional charge to you.

ASSIGNMENT

You can assign the contract at any time during your lifetime. We will not be

bound by the assignment until we receive written notice. We will not be liable

for any payment or other action we take in accordance with the contract if that

action occurs before we receive notice of the assignment. An assignment, like

any other change in ownership, may trigger a taxable event.

   If the contract is issued under a qualified plan, there may be limitations on

your ability to assign the contract. For further information please speak to

your financial professional.

HOUSEHOLDING

To reduce costs, we now send only a single copy of prospectuses and shareholder

reports to each consenting household, in lieu of sending a copy to each

contractholder that resides in the household. If you are a member of such a

household, you should be aware that you can revoke your consent to householding

at any time, and begin to receive your own copy of prospectuses and shareholder

reports, by calling 1-877-778-5008.



LITIGATION

We are subject to legal and regulatory actions in the ordinary course of our

businesses, including class actions. Pending legal and regulatory actions

include proceedings specific to our practices and proceedings generally

applicable to business practices in the industries in which we operate. In

certain of these lawsuits, large and/or indeterminate amounts are sought,

including punitive or exemplary damages.

   Beginning in 1995, regulatory authorities and customers brought significant

regulatory actions and civil litigation against Pruco Life and Prudential

involving individual life insurance sales practices. In 1996, Prudential, on

behalf of itself and many of its life insurance subsidiaries, including Pruco

Life, entered into settlement agreements with relevant insurance regulatory

authorities and plaintiffs in the principal life insurance sales practices class

action lawsuit covering policyholders of individual permanent life insurance

policies issued in the United States from 1982 to 1995. Pursuant to the

settlements, the companies agreed to various changes to their sales and business

practices controls, to a series of fines, and to provide specific forms of

relief to eligible class members. Virtually all claims by class members filed in

connection with the settlements have been resolved and virtually all aspects of

the remediation program have been satisfied.

   As of June 30, 2002 Prudential and/or Pruco Life remained a party to

approximately 40 individual sales practices actions filed by policyholders who

"opted out" of the class action settlement relating to permanent life insurance

policies issued in the United States between 1982 and 1995. In addition, there

were 17 sales practices actions pending that were filed by policyholders who

were members of the class and who failed to "opt out" of the class action

settlement. Prudential and Pruco Life believed that those actions are governed

by the class settlement release and expects them to be enjoined and/or

dismissed. Additional suits may be filed by class members who "opted out" of the

class settlements or who failed to "opt out" but nevertheless seek to proceed

against Prudential and/or Pruco Life. A number of the plaintiffs in these cases

seek large and/or indeterminate amounts, including punitive or exemplary

damages. Some of these actions are brought on behalf of multiple plaintiffs. It

is possible that substantial punitive damages might be awarded in any of these

actions and particularly in an action involving multiple plaintiffs.

   Prudential has indemnified Pruco Life for any liabilities incurred in

connection with sales practices litigation covering policyholders of individual

permanent life insurance policies issued in the United States from 1982 to 1995.

   Pruco Life's litigation is subject to many uncertainties, and given the

complexity and scope, the outcomes cannot be predicted. It is possible that the

results of operations or the cash flow of Pruco Life in a particular quarterly

or annual period could be materially affected by an ultimate unfavorable

resolution of
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pending litigation and regulatory matters. Management believes, however, that

the ultimate outcome of all pending litigation and regulatory matters should not

have a material adverse effect on Pruco Life's financial position.

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL POSITION AND RESULTS OF

OPERATIONS

The following analysis should be read in conjunction with the Notes to

Consolidated Financial Statements.

   Pruco Life (the "Company") sells interest-sensitive individual life insurance

and variable life insurance, term life insurance, individual variable and fixed

annuities, and a non-participating guaranteed interest contract ("GIC") called

Prudential Credit Enhanced ("PACE") primarily through Prudential's sales force

in the United States. These markets are subject to regulatory oversight with

particular emphasis placed on company solvency and sales practices. These

markets are also subject to increasing competitive pressure as the legal

barriers, which have historically segregated the markets of the financial

services industry, have been changed through both legislative and judicial

processes. Regulatory changes have opened the insurance industry to competition

from other financial institutions, particularly banks and mutual funds that are

positioned to deliver competing investment products through large, stable

distribution channels. The Company also marketed individual life insurance

through its branch office in Taiwan. The Taiwan branch was transferred to an

affiliated Company on January 31, 2001, as described in the Notes to the

Financial Statements.



   Generally, policyholders who purchase the Company's products have the option

of investing in the Separate Accounts, segregated funds for which investment

risks are borne by the customer, or the Company's portfolio, referred to as the

General Account. The Company earns its profits through policy fees charged to

Separate Account annuity and life policyholders and through the interest spread

for the GIC and General Account annuity and life products. Policy charges and

fee income consist mainly of three types, sales charges or loading fees on new

sales, mortality and expense charges ("M&E") assessed on fund balances, and

mortality and related charges based on total life insurance in-force business.

Policyholder fund values are affected by net sales (sales less withdrawals),

changes in interest rates and investment returns. The interest spread represents

the difference between the investment income earned by the Company on its

investment portfolio and the amount of interest credited to the policyholders'

accounts. Products that generate spread income primarily include the GIC

product, general account life insurance products, fixed annuities and the

fixed-rate option of variable annuities. The majority of the fund balances and

new sales, except for the GIC product, are in the Separate Accounts.

   In accordance with a profit sharing agreement with Prudential that was in

effect through December 31, 2000, the Company received fee income from

policyholder account balances invested in the Prudential Series Funds ("PSF").

PSF are a portfolio of mutual fund investments related to the Company's Separate

Account products. These revenues were recorded as "Asset management fees" in the

Consolidated Statements of Operations and Comprehensive Income. The Company was

charged an asset management fee by Prudential Global Asset Management ("PGAM")

and Jennison Associates LLC ("Jennison") for managing the PSF portfolio. These

fees were a component of "general, administrative and other expenses."

   On September 29, 2000, the Board of Directors for the Prudential Series Fund,

Inc. ("PSFI") adopted resolutions to terminate the existing management agreement

between PSFI and Prudential, and has appointed another subsidiary of Prudential

as the fund manager for the PSF. The change was approved by the shareholders of

PSFI during early 2001 and was effective as of January 1, 2001. Therefore as of

January 1, 2001, the Company no longer receives fees associated with the PSF or

incurs asset management expenses from PGAM and Jennison associated with the PSF.

This transaction resulted in a decrease in net income from the prior year of

$34.2 million.
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   On January 31, 2001, the Company transferred all of its assets and

liabilities associated with the Company's Taiwan branch including Taiwan's

insurance book of business to an affiliated Company, Prudential Life Insurance

Company of Taiwan Inc. ("Prudential of Taiwan"), a wholly owned subsidiary of

Prudential.

   The mechanism used to transfer this block of business in Taiwan is referred

to as a "full acquisition and assumption" transaction. Under this mechanism, the

Company is jointly liable with Prudential of Taiwan for two years from the

giving of notice to all obligees for all matured obligations and for two years

after the maturity date of not-yet-matured obligations. Prudential of Taiwan is

also contractually liable, under indemnification provisions of the transaction,

for any liabilities that may be asserted against the Company. The transfer of

the insurance related assets and liabilities was accounted for as a

long-duration coinsurance transaction under accounting principles generally

accepted in the United States. Under this accounting treatment, the insurance

related liabilities remain on the books of the Company and an offsetting

reinsurance recoverable is established.

   As part of this transaction, the Company made a capital contribution to

Prudential of Taiwan in the amount of the net equity of the Company's Taiwan

branch as of the date of transfer. In July 2001, the Company dividended its

interest in Prudential of Taiwan totaling $45.8 million to Prudential.

   Beginning February 1, 2001 Taiwan's net income is not included in the

Company's results of operations. The Taiwan branch had net income of $1.8

million ($97.8 million in revenues and $96.0 million in expenses) in 2000.

   On December 28, 2001, the Company paid to Prudential an extraordinary

dividend which was approved by the Insurance Department of Arizona. The dividend

was $108 million and was paid with cash of $26 million and fixed maturities of

$82 million.



   In connection with Prudential's demutualization, qualified annuity contract

holders were given increases to their policy values in the form of policy

credits. The policy credits of $128.0 million are reflected as a reduction of

retained earnings.

CRITICAL ACCOUNTING POLICIES

The preparation of financial statements in conformity with generally accepted

accounting principles ("GAAP") requires the application of accounting policies

that often involve a significant degree of judgment. Management, on an ongoing

basis, reviews critical estimates and assumptions. If management determines, as

a result of its consideration of facts and circumstances, that modifications in

assumptions and estimates are appropriate, results of operations and financial

position as reported in the Consolidated Financial Statements may change

significantly.

   The following sections discuss accounting policies applied in preparing our

financial statements that Management believes are most dependent on the

application of estimates and assumptions.

VALUATION OF INVESTMENTS

The major portion of our investments are recorded at fair value in the statement

of financial position. Fair values are based on quoted market prices or

estimates from independent pricing services, when available. However, when such

information is not available, for example, with respect to private placement

fixed maturity securities, fair value is estimated, typically by using a

discounted cash flow model, which considers current market credit spreads for

publicly traded issues with similar terms by companies of comparable credit

quality. Consequently, changes in estimated future cash flows or in our

assessment of the issuer 's credit quality will result in changes in carrying

value. For fixed maturities and equity securities classified as available for

sale, the impact of such changes is recorded in "Accumulated other comprehensive

income (loss)," a separate component of equity. However, the carrying value of

these securities is written down to estimated fair value when a decline in value

is considered to be other than temporary, and we record the corresponding

impairment loss in "Realized investment losses, net," in the Consolidated

Statements of Operations and Comprehensive Income. The factors we consider to
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determine if an impairment loss is warranted are discussed more fully in Note 2

to the Consolidated Financial Statements. The level of impairment losses can be

expected to increase when economic conditions worsen and decrease when economic

conditions improve.

POLICYHOLDER LIABILITIES AND DEFERRED POLICY ACQUISITION COSTS

The liability for future policy benefits is primarily comprised of the present

value of estimated future payments to holders of life insurance and annuity

products where the timing and amount of payment depends on policyholder

mortality surrender or retirement experience. For life insurance and annuity

products, expected mortality is generally based on the Company 's historical

experience or standard industry tables. Interest rate assumptions are based on

factors such as market conditions and expected investment returns. Although

mortality 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 us to provide for expected

future losses on a product by establishing premium deficiency reserves.

   Our liability for Unpaid claims and claim adjustment expenses includes

estimates of claims that we believe have been incurred, but have not yet been

reported ("IBNR"), as of the balance sheet date. These estimates, and estimates

of the amounts of loss we will ultimately incur on reported claims, which are

based in part on our historical experience, are regularly adjusted to reflect

actual claims experience. When actual experience differs from our previous

estimate, the resulting difference will be included in our reported results for

the period of the change in estimate.

   For most life insurance and annuity products that we sell, we defer costs

that vary with and are related primarily to the production of new business to

the extent these costs are deemed recoverable from future profits, and we record

these costs as an asset known as deferred policy acquisition costs or "DAC" in

the statements of financial position. We amortize this DAC asset over the

expected lives of the contracts, based on the level and timing of either

estimated profits or premiums, depending on the type of contract. For products

with amortization based on future premiums, the amortization rate is locked-in

when the product is sold. However, for products with amortization based on

estimated profits, the amortization rate is periodically updated to reflect



current period experience or changes in assumptions that affect future

profitability, such as lapse rates, investment returns, mortality experience,

expense margins and surrender charges. These changes result in adjustments to

DAC balances in the period that we change our assumptions as well as changes in

prospective DAC amortization. For example, adverse market conditions in 2001

resulted in declines in the market values of assets supporting our variable life

insurance and annuity products, which in turn resulted in lower expectations

regarding our estimated future gross profits from fee-based income. As a result,

we recorded a higher level of DAC amortization in 2001 for these products. DAC

is also subject to periodic recoverability testing.

RESERVES FOR CONTINGENCIES AND LITIGATION

A contingency is an existing condition that involves a degree of uncertainty

that will ultimately be resolved upon the occurrence of future events. Under

GAAP, reserves for contingencies are required to be established when the future

event is probable and its impact can be reasonably estimated. An example is the

establishment of a reserve for losses in connection with an unresolved legal

matter. The initial reserve reflects management 's best estimate of the probable

cost of ultimate resolution of the matter and is revised accordingly as facts

and circumstances change and, ultimately, when the matter is brought to closure.

In situations in which the Company is to be indemnified by Prudential, as with

the sales practices actions, a reserve for contingencies would not need to be

established in the Company's financial statements.

OTHER SIGNIFICANT ESTIMATES

In addition to the items discussed above, the application of GAAP requires

management to make other
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estimates and assumptions. One example is the recognition of deferred tax

assets, which depends on management's assumption that future earnings will be

sufficient to realize the deferred benefit. This is discussed in Note 8 to the

Consolidated Financial Statements.

   The Company's Changes in Financial Position and Results of Operations are

described below.

CHANGES IN FINANCIAL POSITION

2001 VERSUS 2000

From December 31, 2000 to December 31, 2001 there was a decrease of $966 million

in total assets from $23.059 billion to $22.093 billion, the majority of which

relates to a $1.310 billion decrease in Separate Accounts primarily from stock

market declines, as described below. The fixed maturity portfolio increased $139

million resulting from unrealized appreciation from declining interest rates and

from positive cash inflows. The transfer of the Company's Taiwan branch

accounted for using coinsurance accounting required the establishment of

reinsurance recoverable of $260.6 million, and the inclusion of the Taiwan

branch future policy reserve liabilities on the Company's balance sheet. The

Company also reclassified held-to-maturity securities, amounting to $324.5

million at January 1, 2001 to the available-for-sale category.

   During the year, liabilities decreased by $784 million from $21.226 billion

to $20.442 billion. Separate account liabilities decreased $1.310 billion as a

result of net investment losses of $1.388 billion, expense disbursements and

other changes of $244 million offset by net sales of $322 million. Current year

net sales of $322 million ($1.540 billion of contributions less $1.218 billion

of surrenders and withdrawals) are $918 million lower than the same period prior

year sales of $1.240 billion ($2.376 billion of contributions less $1.136

billion of surrenders and withdrawals). The primary reason for the decrease is

declines in Discovery Select annuity product ("Discovery Select") exchange sales

resulting from the discontinuation of the Exchange Program on May 1, 2000. The

Exchange Program had provided the contract holders of older Prudential or Pruco

Life annuity products an opportunity to convert to the Discovery Select product.

Annuity product net sales declined $1.118 billion while variable life insurance

sales grew $200 million from the prior year.

   Policyholder account balances increased by $301 million from interest

credited and positive cash inflows for the PACE product and the general account

life and annuity products. Future policy benefit liabilities increased by $105



million resulting from sales of term insurance, additional extended term

insurance, and increases to Taiwan branch reserves. Other liabilities increased

by $108 million as a result of policy credits granted to Separate Account

qualified annuity contract holders related to the demutualization.

   Total equity declined $181 million from $1.832 billion at December 31, 2000

to $1.651 billion at December 31, 2001. The largest factor in this decrease is

the payment of two dividends, which are discussed above, to Prudential totaling

$153.8 million. One dividend consisted of an extraordinary dividend approved by

the Insurance Department of Arizona for $108 million. The other dividend of

$45.8 million represented the Company's net investment in its Taiwan branch,

which was contributed to a sister company, Prudential Life Insurance Company of

Taiwan, and subsequently dividended to Prudential. Refer to Note 14 for more

information on the Taiwan dividend. Equity was also reduced by $128.0 million

for policy credits to be made to eligible policyholders. In connection with

Prudential's demutualization, qualified annuity contract holders were given

increases to their policy values in the form of policy credits. In addition,

equity was increased by net income of $67.6 million, net unrealized investment

gains of $30.0 million and net foreign currency translation adjustments of $3.2

million.

2000 VERSUS 1999

Total assets increased from $21.768 billion at December 31, 1999 to $23.059

billion at December 31, 2000, an increase of $1.291 billion, primarily from

increases in investments and cash and cash equivalents of $945 million, and

Separate Accounts of $198 million. Investments increased due to
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positive insurance cash inflows and unrealized appreciation of fixed maturities.

A discussion of Separate Account balances and net sales follows.

   Although there were positive Separate Account net sales of $1.240 billion

(contributions of $2.376 billion less withdrawals of $1.136 billion), growth in

the Separate Accounts was minimized by expense disbursements and other changes

of $384 million, and in particular, investment losses from stock value declines

of $658 million. This was in contrast to the prior year which experienced

investment gains of $2.164 billion. However, the average Separate Account fund

value during the current year, which is more indicative of fee income, was

approximately $3 billion higher than the prior year, due to beginning of the

year 2000 balances being substantially higher than the prior year. The majority

of the net sales were from the Discovery Select annuity product ("Discovery

Select"), which had net sales of $1.115 billion. This was significantly lower

than net sales of Discovery Select of $2.646 billion in 1999 due primarily to

the termination of the Exchange program in May 2000. Surrenders also increased

due to the aging of the business and since exchange assets are not subject to

surrender charges.

   Total liabilities increased from $20.099 billion at December 31, 1999 to

$21.226 billion at December 31, 2000, an increase of $1.127 billion. The

increase was primarily due to increases to policyholder account balances of $522

million, securities lending liabilities of $181 million, Separate Account

liabilities of $198 million, and an increase to future policy reserves of $73

million. The increase in policyholders' account balances from $3.125 billion at

December 31, 1999 to $3.647 billion at December 31, 2000 was primarily due to

increases of $315 million from sales of the PACE product, and an increase of

$175 million, mainly due to exchanges and sales of the Discovery Select product

for the General Account. Future policy benefits increased by $73 million from

$630 million at December 31, 1999 to $703 million at December 31, 2000 primarily

the result of increased sales and in-force business at the Taiwan branch.

RESULTS OF OPERATIONS

2001 VERSUS 2000

NET INCOME

Consolidated net income was $35.9 million lower for the year ended December 31,

2001 than for the year ended December 31, 2000. Economic and market downturns

resulted in increased realized investment losses for impairments and sales of

fixed maturities of $39.8 million. In addition, there was increased amortization

of deferred policy acquisition costs ("DAC") of $35.2 million for domestic life

and annuity products, resulting from a decline in expected future profits. Net

asset management fee revenue declined $34.2 million ($63.3 million in revenues

less $29.1 million of expenses). The Company ceased receiving fee income or

paying asset management fee expenses related to the Prudential Series Fund

("PSF") as of January 1, 2001, as described in the Notes to Consolidated

Financial Statements. Policyholder benefits were $8.0 million higher as



increases to domestic individual life product reserves, death benefits, and

surrender benefits offset decreases in the Taiwan branch's policyholder

benefits. Tax expense for the current year is lower than the prior year by $79.7

million due to reduced income from operations before income taxes and a

refinement of the estimated benefits from nontaxable investment income.

REVENUES

Consolidated revenues decreased by $110.6 million, from $987.7 million to $877.1

million. As discussed above, the elimination of PSF asset management fees

reduced revenues by $63.3 million. Premiums decreased by $31.0 million from the

prior year. The ceding of premiums pursuant to the transfer of the Company's

Taiwan branch caused an $80.6 million decline in premiums. This was partially

offset by higher term insurance sales of the Term Essential and Term Elite

products, as those products were not launched until late 2000, and an increase

in premiums related to extended term policy conversions. As an option in the

event of a lapse, individual variable life insurance policies provide

policyholders with additional extended
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term or reduced paid-up life insurance based on the amount that can be purchased

with the remaining cash value of the contract (if the policyholder does not

elect to receive the remaining cash value as a cash distribution). The

application of the remaining cash value to purchase such coverage is recorded as

premium revenue in the Statement of Operations. Future policy benefit reserves

are also increased by the amount of these premiums.

   Realized investment losses increased by $39.8 million from the prior year as

recognized writedowns on fixed maturities with other than temporary impairments

increased by $41.2 million in 2001. In addition, a realized loss of $29.2

million was recorded on the sale of Enron fixed maturities in 2001. Partially

offsetting these investment declines were gains on sales of fixed maturities of

$21.8 million in 2001(excluding Enron) compared to losses of $22.3 million in

2000 as interest rates declined in 2001 increasing the fair value of the bonds.

The sales in 2000 were made in the early part of the year before rates

substantially declined. Derivative instruments and other investment gains were

$13.5 million less than in 2000. This was mainly the result of the Company's net

short position in futures during 2001, versus a net long position in 2000, as

interest rates were generally declining in both years.

   These decreases were partially offset by increases in policy charges and fee

income and net investment income. Policy charges and fee income, consisting

primarily of mortality and expense ("M&E"), loading and other insurance charges

assessed on General and Separate Account policyholder fund balances, increased

by $15.3 million. The increase was a result of a $29.0 million increase for

domestic individual life products offset by a $13.7 million decrease for annuity

products. Mortality and sales based loading charges for life products increased

as a result of growth in the in-force business and higher new sales. The

in-force business grew from $53.214 billion at December 31, 2000 to $58.743

billion at December 31, 2001, an increase of 10.3%. In contrast, annuity fees

are mainly asset based fees which are dependent on the fund balances which are

affected by net sales as well as asset depreciation or appreciation on the

underlying investment funds in which the customer has the option to invest.

Annuity fund balances have declined as a result of unfavorable valuation changes

in the securities market and lower sales due to the discontinuation of the

Exchange program.

   Net investment income increased by $5.7 million from the prior year as income

from fixed maturities rose as a result of a higher average asset base from

reinvestment of proceeds from GIC sales, and general account annuity life

deposits. Partially offsetting this increase was a decline in short term

investments and cash equivalent income mainly as a result of lower interest

rates.

   Other income increased $2.5 million due to an increase in the modal premium

charge for policyholders who pay other than annual premiums, as a result of the

growth of the term insurance business.

BENEFITS AND EXPENSES

Policyholder benefits increased by $8.0 million from increases in domestic

individual life product reserves, death benefits, and surrender benefits; offset

by decreases in Taiwan's policyholder benefits. Death benefits increased $29.0



million due mainly to the increased in force business, with $11.6 million of the

increase specifically related to the September 11 terrorist attacks. Domestic

individual life reserves increased $32.6 million as a result of sales of term

insurance and extended term premiums. There were also increased benefits paid on

surrenders of reduced paid up policies of $8.3 million. Offsetting these were

decreases in reserve provisions and benefits for the Company's Taiwan branch of

$61.6 million.

   Interest credited to policyholder account balances increased by $25.0 million

as policyholder account balances grew by $301.0 million from December 2000

mainly as a result of GIC and general account life and annuity sales, as

mentioned above.

   General, administrative, and other expenses decreased $28.0 million from the

prior year. Commission and distribution expenses after
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capitalization, excluding the Taiwan branch, are $33.2 million lower resulting

from a change in the allocation of distribution expenses to a market based

pricing arrangement as of April 1, 2000 and higher capitalization of commissions

from new sales. The elimination of asset management expenses lowered expenses by

$29.1 million. The transfer of the Company's Taiwan branch resulted in an

expense reduction of $25.2 million.

   Partially offsetting these decreases was an increase in DAC amortization of

domestic life and annuity products of $35.2 million from increases in deferrable

expenses as a result of sales, and increased amortization associated with a

decline in expected future profits from stock market declines. There was also an

additional $24.3 million of expenses, excluding the Taiwan branch, driven by

higher allocations charged to the Company for salary, consulting, and data

processing costs. The Company is assuming a larger share of allocated costs as

allocations are based on new sales of which the Company has a higher percentage

than in the previous year.

2000 VERSUS 1999

NET INCOME

Net income for the year ended December 31, 2000 was $103.5 million; an increase

of $47.9 million from $55.6 million earned in the year ended December 31, 1999.

The increase reflects a $168.2 million, or 20.5% increase in revenues, offset in

part by a $95.8 million, 13.1% increase in expenses. Income taxes increased by

$24.5 million corresponding with the income increase.

REVENUES

Policy charges and fee income increased by $60.4 million, to $474.9 million in

2000 from $414.4 million in 1999. In addition, asset management fees, primarily

representing fees collected from the Pru Series Funds ("PSF") increased by $10.8

million from the prior year. Although the Separate Account fund balances as of

December 31, 2000 are only slightly higher than the prior year end due to stock

market declines, (especially in the fourth quarter) the average fund balance

during the year was $3 billion higher than the prior year, as is described in

the "Changes In Financial Position" section. Strong securities market conditions

contributed to significant appreciation in Separate Account asset values during

1999 which had a carryover effect on 2000 income, as beginning of the year

balances were substantially higher than in the previous year. Policy charges for

annuity and life products were $37.4 million and $23.0 million higher,

respectively, than the prior year. Most of the annuity increase came from higher

M&E charges from Discovery Select, as net sales of this product were

approximately $1.1 billion. The increase in life policy fees is also due to a

higher average fund balance than in the previous year.

   Premiums increased $22.9 million to $121.9 million for the year ended

December 31, 2000. The increase was primarily due to continued growth at the

Company's Taiwan branch, which sells traditional life insurance products. New

sales for the Taiwan branch grew by 21% and gross insurance in force increased

by 17%. Premiums from annuitizations of Discovery Select contracts also

contributed somewhat to the growth in premiums.

   Net investment income increased by $61.1 million to $337.9 million in 2000.

The increase was primarily the result of higher income from fixed maturities of

$45.8 million, and $10.4 million from short-term and cash equivalents, as the

asset base increased. Investment of cash inflows from the PACE product was the

primary cause of the increase in the asset base.

   Realized investment losses, net were $20.7 million in 2000 compared to

realized losses of $32.5 million for the prior year. This improvement of $11.8



million came primarily from derivative gains in 2000 of $15.0 million versus

losses of $1.6 million in 1999. Partially offsetting this were realized losses

on fixed maturities that were $5.7 million higher than in 1999, as most of the

sales were made in early 2000, when interest rates were higher and writedowns

for impairments deemed other than temporary were $12.3 million, an increase of

$1.1 million from 1999.
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BENEFITS AND EXPENSES

Policyholders' benefits including changes in reserves were $248.1 million for

the year ended December 31, 2000, an increase of $43.0 million from the prior

year. Increases to reserves were $31.0 million higher than the prior year of

which $14.8 million is related to continued business expansion in the Company's

Taiwan branch. Discovery Select annuitizations of $7.7 million, and higher life

reserves for extended term insurance and disability reserves of $8.5 million

also contributed to the reserve increases. Policyholder benefits were $12.0

million higher mainly due to an increase in death claims of $9.8 million and

increased annuity and Taiwanese policyholder benefits due to the growth in

business.

   Interest credited to policyholder account balances for the year ended

December 31, 2000 was $171.0 million, an increase of $34.2 million from 1999.

Interest credited for the PACE product increased by $25.8 million as the PACE

policyholder account balances increased $315 million. Interest credited on

annuity products increased by $7.5 million as the General Account fund balances

increased and there were higher new money rates due to higher incentive rates

for Discovery Select.

   General, administrative and other expenses, net of capitalization increased

$18.6 million to $410.7 million in 2000. The largest factor in this increase is

amortization of deferred policy acquisition costs ("DAC") of $129.0 million,

which is $32.6 million higher than the prior year. Annuity DAC amortization

increased $39.3 million to $72.8 million, due to growth in profitability of

Discovery Select, and accelerated amortization associated with a decline in

expected future gross profits as a result of unfavorable market conditions in

2000. Amortization of life products declined by $10.2 million due to prior year

write-offs of DAC for policies that were rescinded as a result of the Company's

policyholder remediation program, as described in the Notes to the financial

statements. The Taiwan branch DAC amortization increased by $3.5 million due to

growth in the business.

   Commission and distribution expenses, net of capitalization are lower by $1.1

million due mainly to two offsetting factors. Growth in trail commissions on

Discovery Select exchanges, which are nondeferable, increased expenses by $8.0

million. This was offset by a change in the allocation of distribution expenses

to reflect a market based pricing arrangement. This decreased year over year

expenses (net of capitalization) by $8.9 million.

   Other general and administrative expenses were down $16.1 million from the

prior year due to decreases in consulting fees, salary expenses, and charges to

the reserve for unbeknownst modified endowment contracts ("UMEC"). Consulting

and external contracted services charges were lower in 2000 by $7.9 million as

the prior year had contracted external programmers for Year 2000 system

preparation and data integrity projects. Decreases in staffing levels from the

prior year resulted in reductions in salary expense and employee benefits of

$4.1 million. Provisions made to UMEC were $6.3 million in 2000 which is $3.9

million less than the prior year. Offsetting these decreases slightly was an

increase of $3.2 million for asset management fees, asset based charges for

managing Separate Account investment portfolios, due to the increase in the

average Separate Account balance.

INVESTMENT PORTFOLIO AND INVESTMENT STRATEGIES

The Company's investment portfolio supports its insurance and annuity

liabilities and other obligations to customers for which it assumes investment

related risks. The portfolio was comprised of total investments amounting to

$5.207 billion at December 31, 2001, versus $5.048 billion at December 31, 2000.

A diversified portfolio of publicly traded bonds, private placements, commercial

loans on real estate and equity investments is managed under strategies intended

to maintain a competitive asset mix consistent with current and anticipated cash

flow requirements of the related obligations. The risk tolerance reflects the

Company's aggregate capital position, exposure to business risk, liquidity and



rating agency considerations.

   The asset management strategy for the portfolio is in accordance with an

investment policy statement
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developed and coordinated within the Company by the Asset Liability and Risk

Management Group, agreed to by senior management, and approved by the Board of

Directors. In managing the investment portfolio, the long-term objective is to

generate favorable investment results through asset-liability management,

strategic and tactical asset allocation and asset manager selection. Asset

management strategies take into account the need to match asset structure to

product liabilities, considering the underlying income and return

characteristics of investment alternatives and seeking to closely approximate

the interest rate sensitivity of the asset portfolio with the estimated interest

rate sensitivity of the product liabilities. Asset management strategies also

include broad diversification across asset classes, issuers and sectors;

effective utilization of capital while maintaining liquidity believed to be

adequate to satisfy cash flow requirements; and achievement of competitive

performance. The major categories of invested assets, quality across the

portfolio, and recent activities to manage the portfolio are discussed below.

FIXED MATURITIES

The fixed maturity portfolio is diversified across maturities, sectors and

issuers. The Company has classified all publicly traded securities as available

for sale ("AFS"). As of December 31, 2001 all privately placed securities were

classified as AFS compared to approximately 78% in 2000. The remainder of

privately placed fixed maturities in 2000 was classified as held to maturity

("HTM"). AFS securities are carried in the Consolidated Statement of Financial

Position at fair value, with unrealized gains and losses (after certain related

adjustments) recognized by credits and charges to equity capital. HTM securities

are carried at amortized cost, and unrealized gains or losses on these

securities are not recognized in the financial statements. At December 31, 2001

the fixed maturities portfolio totaled $4.025 billion, an increase of $143

million, based on fair value, compared to December 31, 2000. This increase in

fixed maturities reflected growth in the overall portfolio due to positive cash

flow from insurance operations during 2000, appreciation arising from a lower

interest rate environment, as well as reinvestment of net investment income,

offset by dividends paid in the form of fixed maturities. The following table

displays a public/private breakout of this year's net unrealized appreciation in

the fixed income portfolio versus during 2001.

<Table>

<Caption>

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

-----------

                                                              2001                                       2000

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

-

                                                                          NET                                      NET

                                             AMORTIZED    ESTIMATED    UNREALIZED     AMORTIZED    ESTIMATED    

UNREALIZED

                                                COST      FAIR VALUE     GAINS           COST      FAIR VALUE   

GAINS(LOSSES)

<S>                                          <C>          <C>          <C>            <C>          <C>          <C>       

<C>

FIXED MATURITIES (In Thousands)

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

-----------

   Publicly traded                           $2,638,917   $2,695,135     $56,218      $2,385,108   $2,393,919      

$8,811

   Privately placed                           1,296,555    1,329,758      33,203       1,491,682    1,488,236      

(3,446)

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

-----------

TOTAL                                        $3,935,472   $4,024,893     $89,421      $3,876,790   $3,882,155      

$5,365

</Table>

   At December 31, 2001, the net unrealized capital gains/(losses) on the

"available for sale" fixed maturity portfolio totaled $89.4 million compared to

$9.3 million ($5.4 million including HTM) at December 31, 2000. The increase in

the net unrealized capital gain position is primarily due to the effect of lower

interest rates in 2001 versus 2000.



   Gross investment income on fixed maturities increased by $16.1 million from

2000 to 2001 as a result of a higher asset base in 2001, offset by reinvestment

and new purchases at lower rates. Realized losses of $60.9 million were $26.3

million greater than December 31, 2000. This variance is attributed to higher

impairments taken in 2001 of $41.2 million, primarily relating to asset-backed
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securities, and losses on sale of Enron holdings of $29.2 million, offset by

higher trading gains of $44.1 million, occurring mainly in the first half of the

year.

   The table below summarizes fixed maturity investment results:

<Table>

<Caption>

                                       YEAR ENDED DECEMBER 31

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

                                          2001          2000

 (IN THOUSANDS)

<S>                                    <C>            <C>      <C>

  Gross Investment Income                $279,477     $263,325

  Yield(1)                                  7.32%        7.53%

  Realized Capital Losses                ($60,924)    ($34,812)

</Table>

(1) YIELDS ARE DETERMINED BY DIVIDING GROSS INVESTMENT INCOME BY THE AVERAGE OF

    YEAR-END ASSET CARRYING VALUES, EXCLUDING UNREALIZED GAINS AND LOSSES, LESS

    ONE-HALF OF GROSS INVESTMENT INCOME.

CREDIT QUALITY

The following table describes the credit quality of the fixed maturity

portfolio, based on ratings assigned by the National Association of Insurance

Commissioners ("NAIC") or Moody's Corporation, an independent rating agency:

<Table>

<Caption>

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

                                       DECEMBER 31, 2001                           DECEMBER 31, 2000

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

NAIC       MOODY'S         AMORTIZED             ESTIMATED             AMORTIZED             ESTIMATED

                              COST        %      FAIR VALUE     %         COST        %      FAIR VALUE     %

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

                                                              (In Thousands)

<C>   <S>                  <C>          <C>      <C>          <C>      <C>          <C>      <C>          <C>    <C>

 1    AAA to AAA-          $1,889,567    48.0%   $1,930,014    48.0%   $1,811,068    46.7%   $1,835,642    47.3%

 2    BBB+ to BBB-          1,727,161    43.9%    1,778,254    44.2%    1,794,309    46.3%    1,784,694    46.0%

 3    BB+ to BB-              198,945     5.1%      201,466     5.0%      118,652     3.0%      117,793     3.1%

 4    B+ to B-                 81,558     2.1%       77,436     1.9%      113,050     2.9%      106,699     2.7%

 5    CCC or lower             20,782     0.5%       20,786     0.5%       22,093     0.6%       20,067     0.5%

 6    In or near default       17,459     0.4%       16,937     0.4%       17,618     0.5%       17,260     0.4%

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

      TOTAL                $3,935,472   100.0%   $4,024,893   100.0%   $3,876,790   100.0%   $3,882,155   100.0%

</Table>

   The fixed maturity portfolio consists largely of investment grade assets

(rated "1" or "2" by the NAIC). Based on fair value, these investments accounted

for 92% and 93% of the portfolio as of December 31, 2001 and 2000, respectively.

As of December 31, 2001 and 2000, less than 1% of the fixed maturities portfolio

was rated "6" by the NAIC, defined as public and private placement securities

which are currently non-performing or believed to be subject to default in the

near-term.

   The Company maintains separate monitoring processes for public and private

fixed maturities and create watch lists to highlight securities, which require

special scrutiny and management. Our public fixed maturity asset managers

formally review all public fixed maturity holdings on a monthly basis and more

frequently when necessary to identify potential credit deterioration whether due

to ratings downgrades, unexpected price variances, and/or industry specific

concerns. We classify public fixed maturity securities of issuers that have

defaulted as loans not in good
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standing and all other public watch list assets as closely monitored.

   Our private fixed maturity asset managers conduct specific servicing tests on

each investment on an ongoing basis to determine whether the investment is in

compliance or should be placed on the watch list or assigned an early warning

classification. We assign early warning classification to those issuers that

have failed a servicing test or experienced a minor covenant default, and we

continue to monitor them for improvement or deterioration. We assign closely

monitored status to those investments that have been recently restructured or

for which a restructuring is a possibility due to substantial credit

deterioration or material covenant defaults. We classify as not in good standing

securities of issuers that are in more severe conditions, for example,

bankruptcy or payment default.

<Table>

<Caption>

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

                                                                 DECEMBER 31, 2001           DECEMBER 31, 2000

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

                                                              BOOK VALUE   % OF TOTAL   BOOK VALUE   % OF TOTAL

(IN THOUSANDS)

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

<S>                                                           <C>          <C>          <C>          <C>        <C>

Performing                                                    $3,903,871     99.2%      $3,799,529      98.0%

Watch List

  Closely monitored                                               26,230      0.7%          56,513       1.5%

  Not in good standing                                             5,371      0.1%          20,748       0.5%

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

TOTAL                                                         $3,935,472    100.0%      $3,876,790     100.0%

</Table>

Writedowns for impairments of fixed maturities which were deemed to be other

than temporary were $53.5 million, $12.3 million and $11.2 million for the years

2001, 2000 and 1999 respectively.

PORTFOLIO DIVERSITY

The fixed maturity portfolio is broadly diversified by type and industry of

issuer. As of December 31, 2001, the greatest industry concentrations within the

public portfolio were finance, utilities, and manufacturing. The greatest

                                                                              39

        9:

OTHER INFORMATION CONTINUED

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

                                                                         PART II

STRATEGIC PARTNERS HORIZON ANNUITY PROSPECTUS  SECTIONS 1-9

industry concentrations within the private portfolio were asset-backed

securities, manufacturing and service. The fixed maturities portfolio is

summarized below by issuer category:

<Table>

<Caption>

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

-----------

                                                             DECEMBER 31, 2001                     DECEMBER 31, 2000

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

--

                                                    AMORTIZED    ESTIMATED    % OF FAIR   AMORTIZED    ESTIMATED    % OF 

FAIR

(IN THOUSANDS)                                         COST      FAIR VALUE    VALUE         COST      FAIR VALUE    

VALUE

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

-----------

<S>                                                 <C>          <C>          <C>         <C>          <C>          <C>   

<C>

United States Government Securities and



  Obligations                                       $  303,606   $  303,453       7.5%    $  309,609   $  317,479       

8.2%

Mortgage Backed Securities                              10,148       10,247       0.3%        31,479       31,809       

0.8%

Asset Backed Securities(1)                             577,528      590,245      14.7%       544,447      541,315      

14.0%

Foreign Government Securities                           27,331       29,454       0.7%       136,133      143,706       

3.7%

Manufacturing                                          782,944      803,155      19.9%       791,609      788,188      

20.3%

Utilities                                              646,628      663,645      16.5%       634,671      628,657      

16.2%

Retail and Wholesale                                   223,373      230,162       5.7%       230,303      229,162       

5.9%

Energy                                                   5,223        5,173       0.1%         1,304        1,359         

0%

Finance                                                688,064      711,932      17.7%       519,690      528,020      

13.6%

Services                                               557,311      565,654      14.1%       548,729      544,555      

14.0%

Transportation                                         106,687      104,716       2.6%       122,655      121,565       

3.1%

Other                                                    6,629        7,057       0.2%         6,161        6,340       

0.2%

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

-----------

TOTAL                                               $3,935,472   $4,024,893     100.0%    $3,876,790   $3,882,155     

100.0%

</Table>

(1) Asset backed securities are primarily backed by credit card receivables,

    home equity loans, trade receivables and auto loans.

COMMERCIAL LOANS ON REAL ESTATE

As of December 31, 2001, the Company's portfolio of commercial loans on real

estate portfolio totaled $8.2 million, a reduction of $1.1 million from December

31, 2000, reflecting maturities and prepayments. The portfolio is comprised of

commercial loans on real estate, with diversification by property type and

geographic location. Refer to Footnote 3 in the Notes to Consolidated Financial

Statements. Mortgage investment income is $0.9 million, which is $0.1 million

lower than the prior year due to a lower asset base.

   The Company evaluates its loans on a quarterly basis for watch list status

based on compliance with various financial ratios and other covenants set forth

in the loan agreements, borrower credit quality, property condition and other

factors. The Company may place loans on early warning status in cases where it

detects that the physical condition of the property, the financial situation of

the borrower or tenant, or other factors could lead to a loss of principal or

interest. The Company classifies as closely monitored those loans that have

experienced material covenant defaults or substantial credit or collateral

deterioration. Not in good standing loans are those for which there is a high

probability of loss of principal, such as when the borrower is in bankruptcy or

the loan is in foreclosure. An experienced staff of workout professionals

actively manages the loans in the closely monitored and not in good standing

categories.

EQUITY SECURITIES

The Company's equity securities are comprised of common and non-redeemable

preferred stock and are carried at estimated fair value on the Statement of

Financial Position. Based on fair value, equity securities totaled $0.4 million

in 2001 compared to $10.8 million in 2000. At December 31, 2001, the unrealized

capital gains on the equity portfolio totaled $0.2 million compared to $2.6

million of losses at December 31, 2000. The equity securities' asset base

declined due to the transfer of stocks in connection with the transfer of the

Taiwan branch.

SHORT-TERM INVESTMENTS

Short-term investments include liquid debt instruments that have maturities

between 3-12 months from date of
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purchase. These securities are carried at amortized cost, which approximates

fair value. As of December 31, 2001, the Company's short-term investments

totaled $215.6 million, an increase of $12.8 million compared to $202.8 million

at December 31, 2000. Short-term yields decreased due to lower rates in 2001,



partially offset by greater spread income earned on securities lending activity.

DERIVATIVES

The Company uses derivatives primarily to alter mismatches between the duration

of assets in its portfolios and the duration of insurance and annuity

liabilities supported by those assets. These derivative contracts do not qualify

for hedge accounting and, consequently, we recognize the changes in fair value

of such contracts from period to period in current earnings. During 2001, $2.9

million of gains were realized in swaps versus a gain of $5.6 million in 2000.

This was due to favorable 2001 and 2000 trends in exchange rates and spreads.

During 2001, $4.3 million of losses were realized from futures versus gains of

$9.4 million in 2000. This was the result of the Company's net short position in

futures during 2001, versus a net long position in 2000, as interest rates were

generally declining in both years.

LIQUIDITY AND CAPITAL RESOURCES

The Company's liquidity requirements include the payment of sales commissions,

other underwriting expenses and the funding of its contractual obligations for

the life insurance and annuity contracts in-force. The Company has developed and

utilizes a cash flow projection system and regularly performs asset/liability

duration matching in the management of its asset and liability portfolios. The

Company anticipates funding all its cash requirements utilizing cash from

operations, normal investment maturities and anticipated calls and repayments or

through short term borrowing from its affiliate Prudential Funding Corporation

(refer to Footnote 14 in the Notes to Consolidated Financial Statements). As of

December 31, 2001, the Company's assets included $3.0 billion of cash and cash

equivalents, short-term investments and investment grade publicly traded fixed

maturity securities that could be liquidated if funds were required.

   In order to continue to market life insurance and annuity products, the

Company must meet or exceed the statutory capital and surplus requirements of

the insurance departments of the states in which it conducts business. Statutory

accounting practices differ from generally accepted accounting principles

("GAAP") in two major respects. First, under statutory accounting practices, the

acquisition costs of new business are charged to expense, while under GAAP they

are initially deferred and amortized over a period of time. Second, under

statutory accounting practices, the required additions to statutory reserves for

new business in some cases may initially exceed the statutory revenues

attributable to such business. These practices result in a reduction of

statutory income and surplus at the time of recording new business.

   Insurance companies are subject to Risk-Based Capital ("RBC") guidelines,

monitored by insurance regulatory authorities, that measure the ratio of the

Company's statutory surplus with certain adjustments ("Adjusted Capital") to its

required capital, based on the risk characteristics of its insurance liabilities

and investments. Required capital is determined by statutory formulae that

consider risks related to the type and quality of invested assets,

insurance-related risks associated with the Company's products, interest rate

risks, and general business risks. The RBC calculations are intended to assist

regulators in measuring the adequacy of the Company's statutory capitalization.

   The Company considers RBC implications in its asset/liability management

strategies. Each year, the Company conducts a thorough review of the adequacy of

statutory insurance reserves and other actuarial liabilities. The review is

performed to ensure that the Company's statutory reserves are computed in

accordance with accepted actuarial standards, reflect all contractual

obligations, meet the requirements of state laws and regulations and include

adequate provisions for any other actuarial liabilities that need to be

established. All significant reserve changes are reviewed by the Board of

Directors and are subject to

                                                                              41

        9:

OTHER INFORMATION CONTINUED

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

                                                                         PART II

STRATEGIC PARTNERS HORIZON ANNUITY PROSPECTUS  SECTIONS 1-9

approval by the Arizona Department of Insurance and the New Jersey Department of

Banking and Insurance (the "Insurance Departments"). The Company believes that

its statutory capital is adequate for its currently anticipated levels of risk

as measured by regulatory guidelines.

   In March 1998, the NAIC adopted the Codification of Statutory Accounting

Principles guidance ("Codification"), which replaces the current Accounting

Practices and Procedures manual as the NAIC's primary guidance on statutory

accounting as of January 1, 2001. The Codification provides guidance for areas



where statutory accounting has been silent and changes current statutory

accounting in certain areas. Certain of the standards could have an impact on

the measurement of statutory capital, which, in turn, could affect RBC ratios of

insurance companies. The Company has adopted the Codification guidance effective

January 1, 2001. As a result of these changes, the Company reported an increase

to statutory surplus of $88 million, primarily as a result of the recognition of

deferred tax assets.

REGULATORY ENVIRONMENT

The Company is subject to the laws of the Insurance Departments. A detailed

financial statement in the prescribed form (the "Annual Statement") is filed

with the Insurance Departments each year covering the Company's operations for

the preceding year and its financial position as of the end of that year.

Regulation by the Insurance Departments includes periodic examinations to verify

the accuracy of contract liabilities and reserves. The Company's books and

accounts are subject to review by the Insurance Departments at all times. A full

examination of the Company's operations is conducted periodically by the

Insurance Departments and under the auspices of the NAIC.

   The Company is subject to regulation under the insurance laws of all

jurisdictions in which it operates. The laws of the various jurisdictions

establish supervisory agencies with broad administrative powers with respect to

various matters, including licensing to transact business, overseeing trade

practices, licensing agents, approving contract forms, establishing reserve

requirements, fixing maximum interest rates on life insurance contract loans and

minimum rates for accumulation of surrender values, prescribing the form and

content of required financial statements and regulating the type and amounts of

investments permitted. The Company is required to file the Annual Statement with

supervisory agencies in each of the jurisdictions in which it does business, and

its operations and accounts are subject to examination by these agencies at

regular intervals.

   The NAIC has adopted several regulatory initiatives designed to improve the

surveillance and financial analysis regarding the solvency of insurance

companies in general. These initiatives include the development and

implementation of a risk-based capital formulae as described in the Liquidity

and Capital Resources disclosure. The implementation of these standards has not

had a significant impact on the Company.

   Although the federal government generally does not directly regulate the

business of insurance, federal initiatives often have an impact on the business

in a variety of ways. Certain insurance products of the Company are subject to

various federal securities laws and regulations. In addition, current and

proposed federal measures which may significantly affect the insurance business

include regulation of insurance company solvency, employee benefit regulation,

removal of barriers preventing banks from engaging in the insurance business,

tax law changes affecting the taxation of insurance companies and the tax

treatment of insurance products and its impact on the relative desirability of

various personal investment vehicles.

EFFECTIVE NEW ACCOUNTING PRONOUNCEMENTS

Refer to Footnote 2, "Summary of Significant Accounting Policies," of the Notes

to Consolidated Financial Statements.

ANALYSIS OF FINANCIAL CONDITION: PERIOD ENDING JUNE 30, 2002

From December 31, 2001 to June 30, 2002 there was a decrease of $569 million in

total assets from $22,093 million to $21,524 million. Separate Account assets
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declined $1,197 million mainly from market value declines. Fixed maturities

increased by $389 from investing policyholder deposits. Cash and cash

equivalents are $151 million higher than December 31, 2001 as a result of

increased securities lending activities. Reinsurance recoverable increased by

$81 million primarily as a result of a $37 million increase in reserves of the

transferred business of the Taiwan branch and an increase of $40 million

associated with a new reinsurance agreement that reinsures the variable life

insurance policies. The transfer of the Company's Taiwan branch accounted for

using coinsurance accounting requires the establishment of reinsurance

recoverable and the inclusion of the Taiwan branch future policy reserve

liabilities on the Company's statement of financial position.



   During this six-month period, liabilities decreased by $584 million from

$20,442 million to $19,858 million. Corresponding with the asset change,

Separate Account liabilities decreased by $1,197 million primarily from market

value declines. Other liabilities decreased by $71 million mainly due to the

funding of policy credits to the Separate Account policyholders, which had been

accrued in other liabilities at December 31, 2001. This decrease was partially

offset by an increase in reinsurance payables of $35 million primarily related

to the new variable life reinsurance contract. Policyholder account balances

increased by $415 million primarily from positive net sales (sales less

withdrawals) of annuity products with fixed rate options and the funding of

policy credits. A higher level of securities lending activity increased

liabilities by $218 million. Future policy benefits increased $43 million mainly

due to an increase in reserves of the transferred Taiwan business.

RESULTS OF OPERATIONS

FOR THE SIX MONTHS ENDED JUNE 30, 2002 VERSUS 2001

NET INCOME

Consolidated net income of $2.2 million for the first six months of 2002 was

$39.3 million lower than for the first six months of 2001. The decrease in net

income was caused primarily by an increase in the amortization of deferred

acquisition costs ("DAC") of $34.5 million contained in "General, Administrative

and Other Expenses". The decline in our Separate Account assets resulting from

unfavorable market conditions contributed to the increased amortization of DAC

reflecting a decrease in expected future gross profits. Continued deterioration

in market conditions may result in further increases in the amortization of DAC.

In addition, there was a $32.6 million change in realized investment

(losses)/gains resulting from the realization of losses on fixed maturities and

derivatives. During 2002, there were losses on sales and impairments of fixed

maturities due to credit related issues compared to gains on sales in the prior

year due to the favorable impact of declining interest rates. These items were

partially offset by lower taxes and higher policy charges and fee income, as

described below.

REVENUES

Consolidated revenues decreased by $23.1 million, from $467.4 million to $444.3

million. As discussed above, realized losses on investments decreased revenues

by $32.6 million. The decrease consists of $20.3 million of increased credit

related losses on fixed maturities from sales and impairments and $12.3 million

in derivative and other losses. The derivative losses were mainly from Treasury

futures as the Company is in a net short position in a declining interest rate

environment. Net investment income is lower by $11.0 million due to lower yields

available on the reinvestment of fixed maturities and lower interest rates for

short-term investments. The fixed maturity portfolio yield declined from 7.22%

for the period ended June 30, 2001 to 6.63% for the period ended June 30, 2002.

Premiums decreased by $6.1 million mainly due to the transfer of the Taiwan

branch as of January 31, 2001, and the subsequent ceding of premiums which

caused a $7.5 million decline in premiums. This was partially offset by an

increase in domestic life insurance premiums of $2.1 million. The increase in

domestic life premiums was a result of higher term insurance sales and renewals

of the Term Essential and Term Elite
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products of $21.6 million partially offset by lower extended term premiums.

Extended term policies represent term insurance the Company issued, under policy

provisions to customers who previously had lapsing variable life insurance with

the Company.

   These decreases were partially offset by increases in policy charges and fee

income and other income. Policy charges and fee income, consisting primarily of

mortality and expense ("M&E"), loading and other insurance charges assessed on

General and Separate Account policyholder fund balances, increased by $18.4

million. The increase was a result of a $24.6 million increase for domestic

individual life products offset by a $6.2 million decrease for annuity products.

Mortality and sales based loading charges for life products increased as a

result of growth of the in-force business. The in-force business (excluding term

insurance) grew to $61.7 billion at June 30, 2002 from $56.1 billion at June 30,

2001 and $58.7 billion at December 31, 2001. In contrast, annuity fees are

mainly asset based fees which are dependent on the fund balances which are

affected by net sales as well as asset depreciation or appreciation on the

underlying investment funds in which the customer has the option to invest.

Annuity fund balances have declined as a result of unfavorable valuation changes

in the securities market over the past two years. Other income increased $6.9

million primarily from expense allowance recoveries from the new variable life

reinsurance contract.

BENEFITS AND EXPENSES

Policyholder benefits increased by $1.4 million from increased death and

surrender benefits offset by decreases in reserve provisions for the Taiwan

branch and domestic life insurance reserves. Death benefits were higher by $18.2

million due to higher death claims of $11.8 million consistent with the increase

of the life insurance in-force business and higher guaranteed minimum death

benefits for annuity products of $6.4 million. There were also increased

benefits paid on surrenders of reduced paid up policies of $3.3 million. Taiwan

benefits and reserves were $5.9 million lower due to the transfer of the branch

as of January 31, 2001. Domestic life reserves decreased $14.7 million primarily

as a result of the lower amount of extended term insurance. This was partially

offset by increases for term insurance reserves due to sales and renewals of the

Term Essential and Term Elite products.

   Interest credited to policyholder account balances decreased by $1.4 million

despite growth in policyholder account balances as interest crediting rates were

decreased in reaction to the declining investment portfolio yields.

   General, administrative, and other expenses increased $30.5 million from the

prior year. The primary reason for the increase is an increase in DAC

amortization of $34.5 million, as described above.

FOR THE THREE MONTHS ENDED JUNE 30, 2002 VERSUS 2001

NET INCOME

Consolidated net income for the three months ended June 30, 2002 is $30.2

million lower than the prior year comparable three-month period. The largest

factor in this decrease is higher DAC amortization of $45.2 million ($29 million

after tax) attributable to unfavorable market conditions.

REVENUES

Consolidated revenues of $220.2 are comparable to the prior year as decreases in

realized gains were offset by increases in policy charges and other income.

Realized losses on investments increased by $15.5 million as a result of

increased derivative losses of $11.6 million and credit related sales and

impairments of fixed maturities of $3.9 million. The derivative losses were

mainly from Treasury futures as the Company is in a net short futures position

in a declining interest rate environment. Policy charges and fee income

increased $10.5 million due to an increase from domestic individual life



products of $13.0 million from continued growth of the in-force business

partially offset by a decrease in individual annuity charges due to declining

fund values as a result of the securities market. Other income
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increased $6.4 million as a result of expense allowance recoveries on the new

reinsurance contract.

BENEFITS AND EXPENSES

Policyholder benefits are $0.5 million higher due to higher death claims of $8.1

million from growth in the life insurance in-force business and higher minimum

death benefit guarantees for annuity products of $2.1 million. Offsetting this

is a decrease in reserves of $9.7 million from decreases to extended term

premium reserves partially offset by increases for term insurance reserves.

   General, administrative and other expenses increased $39.7 million. As

mentioned above, the largest factor was the increase in DAC amortization of

$45.2 million.

LIQUIDITY AND CAPITAL RESOURCES

Principal cash flow sources are investment and fee income, investment maturities

and sales, and premiums and fund deposits. These cash inflows may be

supplemented by financing activities through other Prudential affiliates.

   Cash outflows consist principally of benefits, claims and amounts paid to

policyholders in connection with policy surrenders, withdrawals and net policy

loan activity. Uses of cash also include commissions, general and administrative

expenses, and purchases of investments. Liquidity requirements associated with

policyholder obligations are monitored regularly so that the Company can manage

cash inflows to match anticipated cash outflow requirements.

   The Company believes that cash flow from operations together with proceeds

from scheduled maturities and sales of fixed maturity investments, are adequate

to satisfy liquidity requirements based on the Company's current liability

structure.

   The Company had $21.5 billion of assets at June 30, 2002 compared to $22.1

billion at December 31, 2001, of which $13.7 billion and $14.9 billion were held

in Separate Accounts at June 30, 2002 and December 31, 2001, respectively, under

variable life insurance policies and variable annuity contracts. The remaining

assets consisted primarily of investments and deferred policy acquisition costs.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

RISK MANAGEMENT, MARKET RISK, AND DERIVATIVE FINANCIAL INSTRUMENTS

As a wholly-owned subsidiary of Prudential, the Company benefits from the risk

management strategies implemented by its parent. Risk management includes the

identification and measurement of various forms of risk, establishment of

acceptable risk thresholds, and creation of processes intended to maintain risks

within these thresholds while optimizing returns on the underlying assets or

liabilities. Prudential considers risk management an integral part of its core

businesses.

   The risks inherent in the Company's operations include market risk, product

risk, credit risk, and operating risk.



   MARKET RISK is the risk of change in the value of financial instruments as a

result of absolute or relative changes in interest rates, foreign currency

exchange rates or equity or commodity prices. To varying degrees, the investment

activities supporting all of the Company's products and services generate market

risks. Market risks incurred and the strategies for managing these risks vary by

product.

   With respect to non-variable life insurance products, fixed rate annuities

and the fixed rate options in our variable life insurance and annuity products,

the Company incurs market risk primarily in the form of interest rate risk. The

Company manages this risk through asset/liability management strategies that

seek to match the interest rate sensitivity of the assets to that of the

underlying liabilities. The Company's overall objective in these strategies is

to limit the net change in value of assets and liabilities arising from interest

rate movements. While it is more difficult to measure the interest sensitivity

of the Company's insurance liabilities than that of the related assets, to the

extent the Company can measure such sensitivities the Company believes that

interest rate movements will generate asset value changes that substantially

offset changes in the
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value of the liabilities relating to the underlying products.

   For variable annuities and variable life insurance products, excluding the

fixed rate options in these products, the Company's main exposure is the risk

that asset management fees may decrease as a result of declines in assets under

management due to changes in prices of securities. The Company is also exposed

to the risk that asset management fees calculated by reference to performance

could be lower. For variable annuity and variable life insurance products with

minimum guaranteed death benefits, the Company also faces the indirect risk that

declines in the value of underlying investments as a result of changes in

securities prices may increase the Company's net exposure to death benefits

under these contracts. The Company does not believe that these indirect risks

add significantly to the Company's overall risk. The Company manages its

exposure to equity price risk primarily by seeking to match the risk profile of

equity investments against risk-adjusted equity market benchmarks. The Company

measures benchmark risks level in terms of price volatility in relation to the

market in general.

   The Company's exposure to market risk results from "other than trading"

activities in its insurance businesses. Market risks in the Company's insurance

business are managed through an investment process that incorporates

asset/liability management techniques and other risk management policies and

limits. Derivatives, as discussed further below, are used to alter interest rate

or currency exposures arising from mismatches between assets and liabilities.

These include sensitivity and Value-at-Risk measures, positions and other limits

based on type of risk, and various hedging methods.

INSURANCE ASSET/LIABILITY MANAGEMENT

The Company's asset/liability management strategies seek to match the interest

rate sensitivity of the assets to that of the underlying liabilities and to

construct asset mixes consonant with product features, such as interest

crediting strategies. The Company also considers risk-based capital implications

in its asset/liability management strategies. The Company seeks to maintain

interest rate and equity exposures within established ranges, which are

periodically adjusted based on market conditions and the design of related

insurance products sold to customers. The Company's risk managers, who work with

portfolio and asset managers but under separate management, establish investment

risk limits for exposures to any issuer, or type of security and oversee efforts

to manage risk within policy constraints set by management and approved by the

Board of Directors.

   The Company uses duration and convexity analyses to estimate the price

sensitivity of assets and liabilities to interest rate changes. Duration is an

estimate of the sensitivity of the fair value of a financial instrument relative

to changes in interest rates. Convexity is an estimate of the rate of change of

duration with respect to changes in interest rate, and is commonly used for

managing assets with prepayment risk, such as mortgage backed securities. The

Company seeks to manage its interest rate exposure by matching the relative

sensitivity of asset and liability values to interest rate changes, or

controlling "duration mismatch" of assets and liabilities. The Company has a

target duration mismatch level of plus or minus 0.6 years. As of December 31,



2001, the difference between the pre-tax duration of assets and the target

duration of liabilities in the Company's duration managed portfolio was 0.2

years.

   The Company also performs portfolio stress testing as part of its regulatory

cash flow testing. In this testing, the Company evaluates the impact of altering

its interest-sensitive assumptions under various moderately adverse interest

rate environments. These interest-sensitive assumptions relate to the timing and

amounts of redemptions and pre-payments of fixed-income securities and lapses

and surrenders of insurance products. The Company evaluates any shortfalls that

this cash flow testing reveals to determine if there is a need to increase

statutory reserves or adjust portfolio management strategies.
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MARKET RISK RELATED TO INTEREST RATES

Assets that subject the Company to interest rate risk include fixed maturities,

commercial loans on real estate, and policy loans. In the aggregate, the

carrying value of these assets represented 68% of consolidated assets, other

than assets that are held in Separate Accounts, as of December 31, 2001 and 70%

as of December 31, 2000. With respect to liabilities, the Company is exposed to

interest rate risk through policyholder account balances relating to life

insurance and annuity investment type contracts.

   The Company assesses interest rate sensitivity for its financial assets,

financial liabilities and derivatives using hypothetical test scenarios which

assume both upward and downward 100 basis point parallel shifts in the yield

curve from prevailing interest rates. The following tables set forth the

potential loss in fair value from a hypothetical 100 basis point upward shift at

December 31, 2001 and 2000, because this scenario results in the greatest net

exposure to interest rate risk of the hypothetical scenarios tested at those

dates. While the test scenario is for illustrative purposes only and does not

reflect management's expectations regarding future interest rates or the

performance of fixed income markets, it is a near-term, reasonably possible

hypothetical change that illustrates the potential impact of such events. These

test scenarios do not measure the changes in value that could result from

non-parallel shifts in the yield curve, which would be expected to produce

different changes in discount rates for different maturities. As a result, the

actual loss in fair value from a 100 basis point change in interest rates could

be different from that indicated by these calculations.

   This presentation does not include $2.753 billion and $2.587 billion of

insurance reserves and deposit liabilities at December 31, 2001 and 2000,

respectively. The Company believes that the interest rate sensitivities of these

insurance liabilities offset, in large measure, the interest rate risk of the

financial assets set forth in the following tables.

<Table>

<Caption>

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

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

                                                   DECEMBER 31, 2001                               DECEMBER 31, 2000

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

------

                                                           FAIR VALUE                                      FAIR VALUE

                                                           AFTER + 100                                     AFTER + 100

                                                           BASIS POINT  HYPOTHETICAL                       BASIS POINT  

HYPOTHETICAL

                                    NOTIONAL    ESTIMATED  PARALLEL     CHANGE IN   NOTIONAL    ESTIMATED  PARALLEL      

CHANGE IN

                                     VALUE        FAIR     YIELD CURVE    FAIR       VALUE        FAIR     YIELD CURVE    

FAIR

                                    (DERIVATIVES)   VALUE     SHIFT      VALUE      (DERIVATIVES)   VALUE    SHIFT        

VALUE

(IN MILLIONS)

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

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

<S>                                 <C>         <C>         <C>         <C>         <C>         <C>         <C>         

<C>

  Financial Assets and Liabilities

  with Interest Rate Risk:

    Financial Assets:

    Fixed Maturities:

      Available for Sale                 --       $ 4,025     $ 3,902      $(123)        --       $ 3,562     $ 3,468     

$   (94)



      Held to Maturity                   --            --          --         --         --           321         313     

(8)

    Commercial Loans on Real

    Estate                               --            10          10         --         --            11          10     

(1)

    Policy Loans                         --           934         880        (54)        --           883         838     

(45)

  Derivatives:

    Futures                            (128)           --           6          6        202             2           1     

(1)

    Swaps                                 9             1           1         --          9            .3          .1     

(.2)

  Financial Liabilities:

    Investment Contracts                 --        (2,053)     (2,028)        25         --        (1,785)     (1,760)    

25

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

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

      TOTAL ESTIMATED POTENTIAL

      LOSS                                                                 $(146)                                         

$(124.2)

</Table>
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The estimated changes in fair values of the financial assets shown above relate

to assets invested in support of the Company's insurance liabilities, but do not

include assets associated with products for which investment risk is borne

primarily by the contract holders rather than the Company.

MARKET RISK RELATED TO EQUITY PRICES

The Company actively manages equity price risk relative to benchmarks in

respective markets. Equity holdings are benchmarked against a blend of leading

market indices, mainly the Standard & Poor's ("S&P") 500 and Russell 2000, and

targets price sensitivities that approximate those of the benchmark indices. The

Company estimates its equity price risk from a hypothetical 10% decline in

equity benchmark market levels and measures this risk in terms of the decline in

the fair value of the equity securities it holds. Using this methodology, the

Company's estimated equity price risk at December 31, 2001 was $.038 million,

representing a hypothetical decline in fair market value of equity securities

held by the Company at that date from $.375 million to $.338 million. The

Company's estimated equity price risk using this methodology at December 31,

2000 was $1.1 million, representing a hypothetical decline in fair market value

of equity securities the Company held at that date from $10.8 million to $9.7

million. These amounts exclude equity securities relating to products for which

investment risk is borne primarily by the contract holder rather than by the

Company. While these scenarios are for illustrative purposes only and do not

reflect management's expectations regarding future performance of equity markets

or of the Company's equity portfolio, they represent near term reasonably

possible hypothetical changes that illustrate the potential impact of such

events.

MARKET RISK RELATED TO FOREIGN CURRENCY EXCHANGE RATES

The Company is exposed to foreign currency exchange risk in its investment

portfolio and through its operations in Taiwan. The Company generally hedges

substantially all foreign currency-denominated fixed-income investments

supporting its U.S. insurance operations into U.S. dollars, using foreign

exchange currency swaps, in order to mitigate the risk that the fair value of

these investments fluctuates as a result of changes in foreign exchange rates.

The Company generally does not hedge all of the foreign currency risk of its

equity investments in unaffiliated foreign entities.

   Foreign currency exchange risk is actively managed within specified limits at

the enterprise (Prudential) level using Value-at-Risk ("VaR") analysis. This

statistical technique estimates, at a specified confidence level, the potential

pretax loss in portfolio market value that could occur over an assumed time

horizon due to adverse market movements. This calculation utilizes a

variance/covariance approach.

   The Company calculates VaR estimates of exposure to loss from volatility in

foreign currency exchange for a one month time period. The Company's estimated

VaR at December 31, 2001 for foreign currency assets not hedged to U.S. dollars,

measured at the 95% confidence level and using a one month time horizon, was



$0.8 million, representing a hypothetical decline in fair market value of these

foreign currency assets from $17.6 million to $16.8 million. The Company's

estimated VaR at December 31, 2000 for foreign currency assets not hedged to

U.S. dollars, measured at the 95% confidence level and using a one month time

horizon, was $2.3 million, representing a hypothetical decline in fair market

value of these foreign currency assets from $133.2 million to $130.9 million.

These calculations use historical price volatilities and correlation data at a

95% confidence level.

   The Company's average monthly VaR from foreign currency exchange rate

movements measured at the 95% confidence level over a one month time horizon was

$1.33 million during 2001 and $2.3 million during 2000.

LIMITATIONS OF VAR MODELS

Although VaR models represent a recognized tool for risk management, they have

inherent limitations, including reliance on historical data that may not be

indicative of future market conditions or trading
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patterns. Accordingly VaR models should not be viewed as a predictor of future

results. The Company may incur losses that could be materially in excess of the

amounts indicated by the model on a particular trading day or over a period of

time. A VaR model does not estimate the greatest possible loss. The Company uses

these models together with other risk management tools, including stress

testing. The results of these models and analysis thereof are subject to the

judgment of the Company's risk management personnel.

DERIVATIVES

Derivatives are financial instruments whose values are derived from interest

rates, foreign exchange rates, various financial indices, or the value of

securities or commodities. Derivative financial instruments can be

exchange-traded or contracted in the over-the-counter market and include swaps,

futures, options and forwards contracts. See Footnote 11 of the Notes to

Consolidated Financial Statements as to the Company's derivative positions at

December 31, 2001 and 2000. Under insurance statutes the Company may only use

derivative securities in activities intended to offset changes in the market

value of assets held, obligations, and anticipated transactions. These statutes

prohibit the use of derivatives for speculation. The Company uses derivative

financial instruments to manage market risk from changes in interest rates or

foreign currency exchange rates, and to alter interest rate or currency

exposures arising from mismatches between assets and liabilities.

   PRODUCT RISK is the risk of adverse results due to deviation of experience

from expected levels reflected in pricing. Products are priced to reflect the

expected levels of benefits and expense while allowing a margin for adverse

deviation. The level of margin varies with product design and pricing strategy

with respect to the targeted market. The Company seeks to maintain underwriting

standards so that premium charged is consistent with risk assumed on an overall

basis. Additionally, most of the Company's policies and contracts allow the

Company to adjust credits (via interest crediting rates) and/or charges (in

contracts where elements such as mortality and expense charges are not

guaranteed), allowing the Company some flexibility to respond to changes in

actuarial experience. The Company also considers the competitive environment in

determining pricing elements including premiums, crediting rates, and

non-guaranteed charges.

   Mortality risks, generally inherent in most of the Company's life insurance

and annuity products, are incorporated in pricing based on the Company's

experience (if available and relevant) and/or industry experience. Mortality

studies are performed periodically to compare the actual incidence of death

claims in relation to business in force, to levels assumed in pricing and to

industry experience. Expense risk is the risk that actual expenses exceed those

assumed in pricing relates to all products and varies by volume of business as

well as general price level changes. Persistency risk represents the risk that

the pattern of policy surrenders will deviate from assumed levels so that

policies do not remain in force long enough to allow the Company to recover its

acquisition costs. Certain products are designed, by use of surrender charges

and other features, to discourage early surrenders and thus mitigate this risk

to the Company. Periodic studies are performed to compare actual surrender

experience to pricing assumptions and industry experience.

   For fee-based products in which investment risk is borne by the client, the

Company retains the risk that fees charged may not adequately cover

administrative expenses. The ability to earn a spread between these fees and the

associated costs is dependent upon the competitive environment, product

performance, the ability to attract clients and assets, and the Company's



control of expense levels.

   CREDIT RISK is the risk that counterparties or issuers may default or fail to

fully honor contractual obligations and is inherent in investment portfolio

asset positions including corporate bonds and commercial loans on real estate,

private placements and other lending-type products, certain derivative

transactions, and various investment operations functions. In derivative

transactions, the Company follows an established credit
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approval process which includes risk control limits and monitoring procedures.

The Company is also exposed to credit risk resulting from reinsurance

transactions. Limits of exposure by counterparty, are in place at the portfolio

level, and counterparty concentration risk is also reviewed at the enterprise

level. Credit concentration risks are limited based on credit quality, and

enterprise-level concentrations are reviewed on a quarterly basis. Business

group credit analysis units evaluate creditworthiness of counterparties and

assign internal credit ratings based on data from independent rating agencies

and their own fundamental analysis.

   OPERATING RISK is the risk of potential loss from internal or external events

such as mismanagement, fraud, systems breakdowns, business interruption, or

failure to satisfy legal or fiduciary responsibilities. Like other financial

institutions, the Company is exposed to the risk of misconduct by employees that

are contrary to the internal controls the Company designed to manage those

risks. Legal risk may arise from inadequate control over contract documentation,

marketing processes, or other operations. The Company is subject to internal

controls established by Prudential to manage regulatory, legal, credit, asset

management and other risks at the business unit level for specific lines of

business and at the enterprise level for company-wide processes. Business unit

management personnel, internal auditors and an enterprise level Management

Internal Control unit monitor the Company's controls. The Company's controls are

subject to regulatory review in certain instances.

   Another aspect of operating risk relates to the Company's ability to conduct

transactions electronically and to gather, process, and disseminate information

and maintain data integrity and uninterrupted operations given the possibility

of unexpected or unusual events. The Company has implemented a business

continuation initiative to address these concerns.
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DIRECTORS AND OFFICERS

The directors and major officers of Pruco Life, listed with their principal

occupations during the past 5 years, are shown below.

DIRECTORS OF PRUCO LIFE

   JAMES J. AVERY, JR., Vice Chairman and Director -- President, Prudential

Individual Life Insurance since 1998; prior to 1998: Senior Vice President,

Chief Actuary and CFO, Prudential Individual Insurance Group.

   VIVIAN L. BANTA, President, Chairman, and Director -- Executive Vice

President, Individual Financial Services, U.S. Consumer Group since 2000; 1998

to 1999: Consultant, Individual Financial Services; prior to 1998: Consultant,

Morgan Stanley.

   RICHARD J. CARBONE, Director -- Senior Vice President and Chief Financial

Officer since 1997.

   HELEN M. GALT, Director -- Company Actuary, Prudential since 1993.

   RONALD P. JOELSON, Director -- Senior Vice President, Prudential Asset,

Liability and Risk Management since 1999; prior to 1999: President, Guaranteed

Products, Prudential Institutional.



   DAVID R. ODENATH, JR., Director -- President, Prudential Investments since

1999; prior to 1999: Senior Vice President and Director of Sales, Investment

Consulting Group, PaineWebber.

OFFICERS WHO ARE NOT DIRECTORS

   SHAUN M. BYRNES, Senior Vice President -- Senior Vice President, Director of

Annuities, Prudential Investments since 2001; 2000 to 2001: Senior Vice

President, Director of Research, Prudential Investments; 1999 to 2000: Senior

Vice President, Director of Mutual Funds, Prudential Investments; prior to 1999:

Vice President, Mutual Funds, Prudential Investments.

   C. EDWARD CHAPLIN, Treasurer -- Senior Vice President and Treasurer,

Prudential since 2000; prior to 2000, Vice President and Treasurer, Prudential.

   THOMAS F. HIGGINS, Senior Vice President -- Vice President, Annuity Services,

Prudential Individual Financial Services since 1999; 1998 to 1999: Vice

President, Mutual Funds, Prudential Individual Financial Services; prior to

1998: Principal, Mutual Fund Operations, The Vanguard Group.

   CLIFFORD E. KIRSCH, Chief Legal Officer and Secretary -- Chief Counsel,

Variable Products, Prudential Law Department since 1995.

   ANDREW J. MAKO, Executive Vice President -- Vice President, Finance, U.S.

Consumer Group since 1999; prior to 1999: Vice President, Business Performance

Management Group.

   MELODY C. MCDAID, Senior Vice President -- Vice President and Site Executive,

Prudential Financial Services Customer Service Office since 1995.

   ESTHER H. MILNES, Senior Vice President -- Vice President and Chief Actuary,

Prudential Individual Life Insurance since 1999; prior to 1999: Vice President

and Actuary, Prudential Individual Insurance Group.

   JAMES M. O'CONNOR, Senior Vice President and Actuary -- Vice President,

Guaranteed Products since 2001; 1998 to 2000: Corporate Vice President,

Guaranteed Products; prior to 1998: Corporate Actuary, Prudential Investments.

   SHIRLEY H. SHAO, Senior Vice President and Chief Actuary -- Vice President

and Associate Actuary, Prudential since 1996.

   WILLIAM J. ECKERT, IV, Vice President and Chief Accounting Officer -- Vice

President and IFS Controller, Prudential Enterprise Financial Management since

2000; 1999 to 2000: Vice President and Individual Life Controller, Prudential

Enterprise Financial Management; prior to 1999: Vice President, Accounting,

Enterprise Financial Management.

   The business address of all directors and officers of Pruco Life is 213

Washington Street, Newark, New Jersey 07102-2992.

   Pruco Life directors and officers are elected annually.

POSITIONS HELD BY CERTAIN PRUCO LIFE DIRECTORS AND OFFICERS WITH PRUDENTIAL

AFFILIATES

   VIVIAN L. BANTA, Pruco Life Insurance Company's president, also serves as

director of the following entities, each of which is under the ultimate control

of Prudential Financial, Inc.: Pruco Life Insurance
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Company of New Jersey, Prudential Securities Group, Prudential Select Life

Insurance Company of America, Prudential Select Holdings, Inc. and Prudential

P&C Holdings, Inc.



   JAMES M. O'CONNOR, Pruco Life Insurance Company's senior vice president and

actuary, also serves as director of The Prudential Assigned Settlement Services

Corp., which is under the ultimate control of Prudential Financial, Inc.

   C. EDWARD CHAPLIN, Pruco Life Insurance Company's treasurer, also serves as

director of the following entities, each of which is under the ultimate control

of Prudential Financial, Inc.: Bree Investments Limited, Gibraltar Properties,

Inc., Gateway Holdings, Inc., PIM Warehouse, Inc., PRUCO, Inc., Prudential Human

Resources Management Company, Inc., Prudential Global Funding, Inc., Prudential

Resources Management Asia Limited, Prudential Funding, LLC and Prudential

Holdings, LLC.

   RICHARD J. CARBONE and RONALD P. JOELSON are an executive officer of one or

more of such Prudential Financial, Inc. entities.

   Officers of Pruco Life Insurance Company receive salary and other

compensation from The Prudential Insurance Company of America, rather than from

Pruco Life. Each such officer provides services to Pruco Life Insurance Company

pursuant to a service agreement between Prudential and Pruco Life. Prudential

allocates to Pruco Life a portion of its compensation costs for these Pruco Life

officers. No director or officer of Pruco Life, nor the Pruco Life directors and

officers collectively, own more than 1% of any class of equity security of

Prudential Financial, Inc.
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EXECUTIVE COMPENSATION

The following table shows the 2001 annual compensation, paid by Prudential, and

allocated based on time devoted to the duties as an executive of Pruco Life

Insurance Company for services provided to Pruco Life Insurance Company:

<Table>

<Caption>

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

                                                             OTHER ANNUAL

NAME AND PRINCIPAL POSITION      YEAR   SALARY     BONUS     COMPENSATION

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

<S>                              <C>    <C>       <C>        <C>

Vivian L. Banta, President       2001   $35,084   $213,904     $      0

Esther H. Milnes, President      2000    21,533      3,132            0

Esther H. Milnes, President      1999    20,782     23,238            0

</Table>

SELECTED FINANCIAL DATA

<Table>

<Caption>

                                                                           PRUCO LIFE INSURANCE COMPANY AND SUBSIDIARY

                                                                                FOR THE YEARS ENDED DECEMBER 31,

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

-----

(IN THOUSANDS)                                             2001          2000          1999          1998          1997

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

-----

<S>                                                     <C>           <C>           <C>           <C>           <C>

Revenues

  Premiums and other revenue                            $   593,912   $   670,445   $   575,190   $   473,975   $   

435,547

  Realized investment (losses) gains, net                   (60,476)      (20,679)      (32,545)       44,841        

10,974

  Net investment income                                     343,638       337,919       276,821       261,430       

259,634

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

---

Total revenues                                              877,074       987,685       819,466       780,246       

706,155

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

---

Benefits and Expenses

  Policyholders' benefits and interest credited to

    policyholders' account balances                         452,046       419,073       341,894       312,731       

310,352

  Other expenses                                            382,701       410,684       392,041       231,320       

227,561

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

---

Total benefits and expenses                                 834,747       829,757       733,935       544,051       



537,913

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

---

Income before income tax provision                           42,327       157,928        85,531       236,195       

168,242

Income tax (benefit) provision                              (25,255)       54,432        29,936        84,233        

61,868

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

---

Net income                                              $    67,582   $   103,496   $    55,595   $   151,962   $   

106,374

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

---

Total assets at year end                                $22,093,412   $23,059,009   $21,768,508   $16,812,781   

$12,851,467

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

---

Separate Account liabilities at year end                $14,920,584   $16,230,264   $16,032,449   $11,490,751   $ 

7,948,788

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

---

</Table>
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                         COMPANY FINANCIAL INFORMATION

PRUCO LIFE INSURANCE COMPANY AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

DECEMBER 31, 2001 AND 2000 (IN THOUSANDS)

<Table>

<Caption>

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

                                                                 2001          2000

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

<S>                                                           <C>           <C>

ASSETS

Fixed maturities

  Available for sale, at fair value (amortized cost, 2001:

    $3,935,472; 2000: $3,552,244)                             $ 4,024,893   $ 3,561,521

  Held to maturity, at amortized cost (fair value, 2000:

    $320,634)                                                          --       324,546

Equity securities -- available for sale, at fair value

  (cost, 2001: $173; 2000: $13,446)                                   375        10,804

Commercial loans on real estate                                     8,190         9,327

Policy loans                                                      874,065       855,374

Short-term investments                                            215,610       202,815

Other long-term investments                                        84,342        83,738

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

        Total investments                                       5,207,475     5,048,125

Cash and cash equivalents                                         374,185       453,071

Deferred policy acquisition costs                               1,159,830     1,132,653

Accrued investment income                                          77,433        82,297

Reinsurance recoverable                                           300,697        31,568

Receivables from affiliates                                        33,074        51,586

Other assets                                                       20,134        29,445

Separate Account assets                                        14,920,584    16,230,264

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

TOTAL ASSETS                                                  $22,093,412   $23,059,009

                                                              ===========   ===========

LIABILITIES AND STOCKHOLDER'S EQUITY

LIABILITIES

Policyholders' account balances                               $ 3,947,690   $ 3,646,668

Future policy benefits and other policyholder liabilities         808,230       702,862

Cash collateral for loaned securities                             190,022       185,849

Securities sold under agreements to repurchase                     80,715       104,098

Income taxes payable                                              266,096       235,795

Other liabilities                                                 228,596       120,891

Separate Account liabilities                                   14,920,584    16,230,264

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

TOTAL LIABILITIES                                              20,441,933    21,226,427

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



CONTINGENCIES (SEE FOOTNOTE 12)

STOCKHOLDER'S EQUITY

Common stock, $10 par value;

    1,000,000 shares, authorized; 250,000 shares, issued and

    outstanding                                                     2,500         2,500

Paid-in-capital                                                   466,748       466,748

Retained earnings                                               1,147,665     1,361,924

Accumulated other comprehensive income (loss):

    Net unrealized investment gains                                34,718         4,730

    Foreign currency translation adjustments                         (152)       (3,320)

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

Accumulated other comprehensive income                             34,566         1,410

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

TOTAL STOCKHOLDER'S EQUITY                                      1,651,479     1,832,582

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

TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY                    $22,093,412   $23,059,009

                                                              ===========   ===========

</Table>

                 See Notes to Consolidated Financial Statements
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PRUCO LIFE INSURANCE COMPANY AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

YEARS ENDED DECEMBER 31, 2001, 2000 AND 1999 (IN THOUSANDS)

<Table>

<Caption>

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

                                                                2001       2000       1999

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

<S>                                                           <C>        <C>        <C>      <C>

REVENUES

Premiums                                                      $ 90,868   $121,921   $ 98,976

Policy charges and fee income                                  490,185    474,861    414,425

Net investment income                                          343,638    337,919    276,821

Realized investment losses, net                                (60,476)   (20,679)   (32,545)

Asset management fees                                            7,897     71,160     60,392

Other income                                                     4,962      2,503      1,397

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

TOTAL REVENUES                                                 877,074    987,685    819,466

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

BENEFITS AND EXPENSES

Policyholders' benefits                                        256,080    248,063    205,042

Interest credited to policyholders' account balances           195,966    171,010    136,852

General, administrative and other expenses                     382,701    410,684    392,041

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

TOTAL BENEFITS AND EXPENSES                                    834,747    829,757    733,935

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

Income from operations before income taxes                      42,327    157,928     85,531

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

Income tax (benefit) provision                                 (25,255)    54,432     29,936

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

NET INCOME                                                      67,582    103,496     55,595

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

Other comprehensive income (loss), net of tax:

  Unrealized gains (losses) on securities, net of

    reclassification adjustment                                 29,988     33,094    (38,266)

  Foreign currency translation adjustments                       3,168       (993)      (742)

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

Other comprehensive income (loss)                               33,156     32,101    (39,008)

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

TOTAL COMPREHENSIVE INCOME                                    $100,738   $135,597   $ 16,587

                                                              ========   ========   ========

</Table>

                 See Notes to Consolidated Financial Statements
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PRUCO LIFE INSURANCE COMPANY AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDER'S EQUITY

YEARS ENDED DECEMBER 31, 2001, 2000 AND 1999 (IN THOUSANDS)

<Table>

<Caption>

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

------

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

------

                                                                                                ACCUMULATED

                                                                                                   OTHER           TOTAL

                                                              COMMON   PAID-IN-    RETAINED    COMPREHENSIVE   

STOCKHOLDER'S

                                                              STOCK    CAPITAL     EARNINGS    INCOME (LOSS)      EQUITY

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

----

<S>                                                           <C>      <C>        <C>          <C>             <C>

BALANCE, JANUARY 1, 1999                                      $2,500   $439,582   $1,202,833       $8,317       

$1,653,232

Net income                                                       --          --       55,595           --           

55,595

Change in foreign currency translation adjustments, net of

  taxes                                                          --          --           --         (742)            

(742)

Change in net unrealized investment losses, net of

  reclassification adjustment and taxes                          --          --           --      (38,266)         

(38,266)

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

--

BALANCE, DECEMBER 31, 1999                                    2,500     439,582    1,258,428      (30,691)       

1,669,819

Net income                                                       --          --      103,496           --          

103,496

Contribution from Parent                                         --      27,166           --           --           

27,166

Change in foreign currency translation adjustments, net of

  taxes                                                          --          --           --         (993)            

(993)

Change in net unrealized investment losses, net of

  reclassification adjustment and taxes                          --          --           --       33,094           

33,094

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

--

BALANCE, DECEMBER 31, 2000                                    2,500     466,748    1,361,924        1,410        

1,832,582

Net income                                                       --          --       67,582           --           

67,582

Policy credits issued to eligible policyholders                  --          --     (128,025)          --         

(128,025)

Dividends to Parent                                              --          --     (153,816)          --         

(153,816)

Change in foreign currency translation adjustments, net of

  taxes                                                          --          --           --        3,168            

3,168

Change in net unrealized investment gains, net of

  reclassification adjustment and taxes                          --          --           --       29,988           

29,988

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

--

BALANCE, DECEMBER 31, 2001                                    $2,500   $466,748   $1,147,665      $34,566       

$1,651,479

                                                              ======   ========   ==========     ========       

==========

</Table>

                 See Notes to Consolidated Financial Statements
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<Table>

<Caption>

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

                                                                 2001          2000          1999

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

<S>                                                           <C>           <C>           <C>

CASH FLOWS FROM OPERATING ACTIVITIES:

Net income                                                    $    67,582   $   103,496   $    55,595

Adjustments to reconcile net income to net cash (used in)

  provided by operating activities:

  Policy charges and fee income                                   (54,970)      (72,275)      (83,961)

  Interest credited to policyholders' account balances            195,966       171,010       136,852

  Realized investment losses, net                                  60,476        20,679        32,545

  Amortization and other non-cash items                           (49,594)      (48,141)       75,037

  Change in:

    Future policy benefits and other policyholders'

     liabilities                                                  105,368        73,340       100,743

    Accrued investment income                                       4,864       (13,380)       (7,803)

    Receivable from/Payable to affiliate                           18,512       (24,907)      (66,081)

    Policy loans                                                  (40,645)      (63,022)      (25,435)

    Deferred policy acquisition costs                            (100,281)      (69,868)     (201,072)

    Income taxes payable/receivable                                38,839        90,195       (47,758)

    Other, net                                                    (38,114)       51,011        18,974

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

CASH FLOWS FROM (USED IN) OPERATING ACTIVITIES                    208,003       218,138       (12,364)

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

CASH FLOWS FROM INVESTING ACTIVITIES:

  Proceeds from the sale/maturity of:

    Fixed maturities:

      Available for sale                                        2,653,798     2,273,789     3,076,848

      Held to maturity                                                 --        64,245        45,841

    Equity securities                                                 482         1,198         5,209

    Commercial loans on real estate                                 1,137         1,182         6,845

    Other long-term investments                                        --        15,039           385

  Payments for the purchase of:

    Fixed maturities:

      Available for sale                                       (2,961,861)   (2,782,541)   (3,452,289)

      Held to maturity                                                 --            --       (24,170)

    Equity securities                                                (184)      (11,134)       (5,110)

    Other long-term investments                                      (130)       (6,917)      (39,094)

  Cash collateral for loaned securities, net                        4,174        98,513        14,000

  Securities sold under agreement to repurchase, net              (23,383)       82,947       (28,557)

  Short-term investments, net                                     (12,766)     (118,418)       92,199

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

CASH FLOWS USED IN INVESTING ACTIVITIES                          (338,733)     (382,097)     (307,893)

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

CASH FLOWS FROM FINANCING ACTIVITIES:

  Policyholders' account deposits                               1,456,668     2,409,399     3,457,158

  Policyholders' account withdrawals                           (1,313,300)   (1,991,363)   (3,091,565)

  Cash dividend to Parent                                         (26,048)           --            --

  Cash provided to affiliate                                      (65,476)           --            --

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

CASH FLOWS (USED IN) FROM FINANCING ACTIVITIES                     51,844       418,036       365,593

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

  Net increase in cash and cash equivalents                       (78,886)      254,077        45,336

  Cash and cash equivalents, beginning of year                    453,071       198,994       153,658

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

CASH AND CASH EQUIVALENTS, END OF YEAR                        $   374,185   $   453,071   $   198,994

                                                              ===========   ===========   ===========

SUPPLEMENTAL CASH FLOW INFORMATION

  Income taxes (received) paid                                $   (46,021)  $   (14,832)  $    55,144

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

NON-CASH TRANSACTIONS DURING THE YEAR

  Dividend paid with fixed maturities                         $    81,952   $        --   $        --

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

  Taiwan branch dividend paid with net assets/liabilities     $    45,816   $        --   $        --

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

  Policy credits issued to eligible policyholders             $   128,025   $        --   $        --

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

  Contribution from Parent                                    $        --   $    27,166   $        --

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

</Table>

                 See Notes to Consolidated Financial Statements
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. BUSINESS

Pruco Life Insurance Company ("the Company") is a stock life insurance company,

organized in 1971 under the laws of the state of Arizona. The Company is

licensed to sell individual life insurance, variable life insurance, term life

insurance, variable and fixed annuities, and a non-participating guaranteed

interest contract ("GIC") called Prudential Credit Enhanced GIC ("PACE") in the

District of Columbia, Guam and in all states and territories except New York.

The Company also had marketed individual life insurance through its branch

office in Taiwan. The branch office was transferred to an affiliated Company on

January 31, 2001, as described in Footnote 14.

   The Company has one wholly owned subsidiary, Pruco Life Insurance Company of

New Jersey ("PLNJ"). PLNJ is a stock life insurance company organized in 1982

under the laws of the state of New Jersey. It is licensed to sell individual

life insurance, variable life insurance, term life insurance, fixed and variable

annuities only in the states of New Jersey and New York. Another wholly owned

subsidiary, The Prudential Life Insurance Company of Arizona ("PLICA") was

dissolved on September 30, 2000. All assets and liabilities were transferred to

the Company. PLICA had no new business sales in 2000 or 1999.

   The Company is a wholly owned subsidiary of The Prudential Insurance Company

of America ("Prudential"), an insurance company founded in 1875 under the laws

of the state of New Jersey. On December 18, 2001 ("the date of demutualization")

Prudential converted from a mutual life insurance company to a stock life

insurance company and became an indirect wholly owned subsidiary of Prudential

Financial, Inc. (the "Holding Company"). The demutualization was completed in

accordance with Prudential's Plan of Reorganization, which was approved by the

Commissioner of the New Jersey Department of Banking and Insurance in October

2001.

   Prudential intends to make additional capital contributions to the Company,

as needed, to enable it to comply with its reserve requirements and fund

expenses in connection with its business. Generally, Prudential is under no

obligation to make such contributions and its assets do not back the benefits

payable under the Company's policyholder contracts. During 2000, a capital

contribution of $27.2 million resulted from the forgiveness of an intercompany

receivable.

   The Company is engaged in a business that is highly competitive because of

the large number of stock and mutual life insurance companies and other entities

engaged in marketing insurance products, and individual and group annuities.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

BASIS OF PRESENTATION

The consolidated financial statements have been prepared in accordance with

accounting principles generally accepted in the United States of America

("GAAP"). The Company has extensive transactions and relationships with

Prudential and other affiliates, as more fully described in Footnote 14. 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.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

USE OF ESTIMATES

The preparation of financial statements in conformity with GAAP requires

management to make estimates and assumptions that affect the reported amounts of

assets and liabilities, in particular deferred policy acquisition costs ("DAC")

and future policy benefits, and disclosure of contingent assets and liabilities

at the date of the financial statements and the reported amounts of revenues and



expenses during the period. Actual results could differ from those estimates.

INVESTMENTS

FIXED MATURITIES classified as "available for sale" are carried at estimated

fair value. Fixed maturities that the Company has both the intent and ability to

hold to maturity are stated at amortized cost and classified as "held to

maturity". The amortized cost of fixed maturities is written down to estimated

fair value if a decline in value is considered to be other than temporary.

Unrealized gains and losses on fixed maturities "available for sale", including

the effect on deferred policy acquisition costs and policyholders' account

balances that would result from the realization of unrealized gains and losses

are included in a separate component of equity, "Accumulated other comprehensive

income (loss)", net of income taxes.

EQUITY SECURITIES, available for sale, comprised of common and non-redeemable

preferred stock, are carried at estimated fair value. The associated unrealized

gains and losses, the effects on deferred policy acquisition costs and on

policyholders' account balances that would result from the realization of

unrealized gains and losses, are included in a separate component of equity,

"Accumulated other comprehensive income (loss)", net of income taxes.

COMMERCIAL LOANS ON REAL ESTATE are stated primarily at unpaid principal

balances, net of unamortized discounts and an allowance for losses. The

allowance for losses includes a loan specific reserve for impaired loans and a

portfolio reserve for incurred but not specifically identified losses. Impaired

loans include those loans for which it is probable that all amounts due

according to the contractual terms of the loan agreement will not be collected.

Impaired loans are measured at the present value of expected future cash flows

discounted at the loan's effective interest rate, or at the fair value of the

collateral if the loan is collateral dependent. Interest received on impaired

loans, including loans that were previously modified in a troubled debt

restructuring, is either applied against the principal or reported as revenue,

according to management's judgment as to the collectibility of principal.

Management discontinues accruing interest on impaired loans after the loans are

90 days delinquent as to principal or interest, or earlier when management has

serious doubts about collectibility. When a loan is recognized as impaired, any

accrued but uncollectible interest is reversed against interest income of the

current 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, a

regular payment performance has been established. The portfolio reserve for

incurred but not specifically identified losses considers the Company's past

loan loss experience, the current credit composition of the portfolio,

historical credit migration, property type diversification, default and loss

severity statistics and other relevant factors.

POLICY LOANS are carried at unpaid principal balances.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

SHORT-TERM INVESTMENTS, consisting of highly liquid debt instruments other than

those held in "Cash and cash equivalents," with a maturity of twelve months or

less when purchased, are carried at amortized cost, which approximates fair

value.

OTHER LONG-TERM INVESTMENTS represent the Company's investments in joint

ventures and partnerships in which the Company does not exercise control,

derivatives held for purposes other than trading, and investments in the

Company's own Separate Accounts. Joint ventures and partnerships are recorded

using the equity method of accounting, reduced for other than temporary declines

in value. The Company's investment in the Separate Accounts is carried at

estimated fair value. The Company's net income from investments in joint

ventures and partnerships is generally included in "Net investment income."

REALIZED INVESTMENT LOSSES, NET are computed using the specific identification

method. Costs of fixed maturity and equity securities are adjusted for



impairments considered to be other than temporary. Impairment adjustments are

included in "Realized investment gains (losses), net." Factors considered in

evaluating whether a decline in value is other than temporary are: 1) whether

the decline is substantial; 2) the Company's ability and intent to retain the

investment for a period of time sufficient to allow for an anticipated recovery

in value; 3) the duration and extent to which the market value has been less

than cost; and 4) the financial condition and near-term prospects of the issuer.

CASH AND CASH EQUIVALENTS include cash on hand, amounts due from banks, money

market instruments, and other debt issues with a maturity of three months or

less when purchased.

DEFERRED POLICY ACQUISITION COSTS

The costs that vary with and that are related primarily to the production of new

insurance and annuity business are deferred to the extent that they are deemed

recoverable from future profits. Such costs include commissions, costs of policy

issuance and underwriting, and variable field office expenses. Deferred policy

acquisition costs are subject to recognition testing at the time of policy issue

and recoverability and premium deficiency testing at the end of each accounting

period. Deferred policy acquisition costs, for certain products, are 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

"Accumulated other comprehensive income (loss)."

   Policy acquisition costs related to interest-sensitive and variable life

products and certain investment-type products are deferred and amortized over

the expected life of the contracts (periods ranging from 25 to 30 years) in

proportion to estimated gross profits arising principally from investment

results, mortality and expense margins, and surrender charges based on

historical and anticipated future experience, which is updated periodically. The

effect of changes to estimated gross profits on unamortized deferred acquisition

costs is reflected in "General and administrative expenses" in the period such

estimated gross profits are revised.

   Deferred policy acquisition costs related to non-participating term insurance

are amortized over the expected life of the contracts in proportion to premium

income. For guaranteed investment contracts, acquisition costs are expensed as

incurred.
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   Prudential and the Company have offered programs under which policyholders,

for a selected product or group of products, can exchange an existing policy or

contract issued by Prudential or the Company for another form of policy or

contract. These transactions are known as internal replacements. If the new

policies have terms that are substantially similar to those of the earlier

policies, the DAC is retained with respect to the new policies and amortized

over the life of the new policies. If the terms of the new policies are not

substantially similar to those of the former policy, the unamortized DAC on the

surrendered policies is immediately charged to expense.

SECURITIES LOANED

Securities loaned are treated as financing arrangements and are recorded at the

amount of cash received as collateral. 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 securities

loaned on a daily basis with additional collateral obtained as necessary.

Non-cash collateral received is not reflected in the consolidated statements of

financial position because the debtor typically has the right to redeem the

collateral on short notice. Substantially all of the Company's securities loaned

are with large brokerage firms.

SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE

Securities sold under agreements to repurchase are treated as financing

arrangements and are carried at the amounts at which the securities will be

subsequently reacquired, including accrued interest, as specified in the

respective agreements. Assets to be repurchased are the same, or substantially

the same, as the assets transferred and the transferor, through right of

substitution, maintains the right and ability to redeem the collateral on short



notice. The market value of securities to be repurchased is monitored and

additional collateral is obtained, where appropriate, to protect against credit

exposure.

   Securities lending and securities repurchase agreements are used to generate

net investment income and facilitate trading activity. These instruments are

short-term in nature (usually 30 days or less). Securities loaned are

collateralized principally by U.S. Government and mortgage-backed securities.

Securities sold under repurchase agreements are collateralized principally by

cash. The carrying amounts of these instruments approximate fair value because

of the relatively short period of time between the origination of the

instruments and their expected realization.

SEPARATE ACCOUNT ASSETS AND LIABILITIES

Separate Account assets and liabilities are reported at estimated fair value and

represent segregated funds which are invested for certain policyholders and

other customers. The assets consist of common stocks, fixed maturities, real

estate related securities, and short-term investments. 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. The investment income and

gains or losses for Separate Accounts generally accrue to the policyholders and

are not included in the Consolidated Statements of Operations and Comprehensive

Income. Mortality, policy administration and surrender charges on the accounts

are included in "Policy charges and fee income".
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   Separate Accounts represent funds for which investment income and investment

gains and losses accrue directly to, and investment risk is borne by, the

policyholders, with the exception of the Pruco Life Modified Guaranteed Annuity

Account. The Pruco Life Modified Guaranteed Annuity Account is a non-unitized

Separate Account, which funds the Modified Guaranteed Annuity Contract and the

Market Value Adjustment Annuity Contract. Owners of the Pruco Life Modified

Guaranteed Annuity and the Market Value Adjustment Annuity Contracts do not

participate in the investment gain or loss from assets relating to such

accounts. Such gain or loss is borne, in total, by the Company.

CONTINGENCIES

Amounts related to contingencies 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 insurance policies are generally recognized when due. Benefits are

recorded as an expense when they are incurred. For traditional life insurance

contracts, a liability for future policy benefits is recorded using the net

level premium method. For individual annuities in payout status, a liability for

future policy benefits is recorded for the present value of expected future

payments based on historical experience.

   Amounts received as payment for interest-sensitive life, individual annuities

and guaranteed investment contracts are reported as deposits to "Policyholders'

account balances". Revenues from these contracts reflected as "Policy charges

and fee income" consist primarily of fees assessed during the period against the

policyholders' account balances for mortality charges, policy administration

charges and surrender charges. Benefits and expenses for these products include

claims in excess of related account balances, expenses of contract

administration, interest credited and amortization of deferred policy

acquisition costs.



   Premiums, benefits and expenses are stated net of reinsurance ceded to other

companies. 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.

FOREIGN CURRENCY TRANSLATION ADJUSTMENTS

Assets and liabilities of the Taiwan branch are translated to U.S. dollars 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.

Cumulative translation adjustments arising from the use of differing exchange

rates from period to period are charged or credited directly to "Other

comprehensive income (loss)." The cumulative effect of changes in foreign

exchange rates are included in "Accumulated other comprehensive income (loss)".

ASSET MANAGEMENT FEES

Through December 31, 2000, the Company received asset management fee income from

policyholder account balances invested in The Prudential Series Funds ("PSF"),

which are a portfolio of mutual fund investments related

 62

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

                                                                         PART II

STRATEGIC PARTNERS HORIZON ANNUITY PROSPECTUS  SECTIONS 1-9

PRUCO LIFE INSURANCE COMPANY AND SUBSIDIARY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

to the Company's Separate Account products (refer to Note 14). In addition, the

Company receives fees from policyholder account balances invested in funds

managed by companies other than Prudential. Asset management fees are recognized

as income as earned.

DERIVATIVE FINANCIAL INSTRUMENTS

Derivatives are financial instruments whose values are derived from interest

rates, foreign exchange rates, financial indices, or the value of securities or

commodities. Derivative financial instruments used by the Company include swaps,

futures, forwards and option contracts and may be exchange-traded or contracted

in the over-the-counter market. See Note 11 for a discussion of the Company's

use of derivative financial instruments and the related accounting and reporting

treatment for such instruments.

INCOME TAXES

The Company and its subsidiary are members of the consolidated federal income

tax return of Prudential and file separate company state and local tax returns.

Pursuant to the tax allocation arrangement with Prudential, 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 generally 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 that portion that is expected to be realized.

NEW ACCOUNTING PRONOUNCEMENTS

In September 2000, the Financial Accounting Standards Board ("FASB") issued

Statement of Financial Accounting Standards ("SFAS") No. 140, "Accounting for

Transfers and Servicing of Financial Assets and Extinguishments of

Liabilities -- a replacement of FASB Statement No. 125." The Company has adopted

the provisions of SFAS No. 140 relating to transfers and extinguishments of

liabilities which are effective for periods occurring after March 31, 2001. The

adoption did not have an effect on the results of operations of the Company.

   In June 2001, the FASB issued SFAS No. 141, "Business Combinations" and SFAS

No. 142, "Goodwill and Other Intangible Assets." SFAS No. 141 requires that the

Company account for all business combinations in the scope of the statement

using the purchase method. SFAS No. 142 requires that an intangible asset

acquired either individually or with a group of other assets shall initially be

recognized and measured based on fair value. An intangible asset with a finite

life is amortized over its useful life to the reporting entity; an intangible

asset with an indefinite useful life, including goodwill, is not amortized. All

intangible assets shall be tested for impairment in accordance with the

statement. SFAS No. 142 is effective for fiscal years beginning after December

15, 2001; however, goodwill and intangible assets acquired after June 30, 2001

are subject immediately to the nonamortization and amortization provisions of



this statement. As of December 31, 2001, The Company does not have any goodwill

or intangible assets.

   In August 2001, the FASB issued SFAS No. 144, "Accounting for the Impairment

or Disposal of Long-Lived Assets." SFAS No. 144 eliminated the requirement that

discontinued operations be measured at net realizable value
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or that entities include losses that have not yet occurred. SFAS No. 144

eliminated the exception to consolidation for a subsidiary for which control is

likely to be temporary. SFAS No. 144 requires that long-lived assets that are to

be disposed of by sale be measured at the lower of book value or fair value less

cost to sell. An impairment for assets that are not considered to be disposed of

is recognized only if the carrying amounts of long-lived assets are not

recoverable and exceed their fair values. Additionally, SFAS No. 144 expands the

scope of discontinued operations to include all components of an entity with

operations and cash flows that (1) can be distinguished from the rest of the

entity and (2) will be eliminated from the ongoing operations of the entity in a

disposal transaction. SFAS No. 144 is effective for financial statements issued

for fiscal years beginning after December 15, 2001 and, generally, its

provisions are to be applied prospectively.

RECLASSIFICATIONS

Certain amounts in the prior years have been reclassified to conform to the

current year presentation.

3. INVESTMENTS

FIXED MATURITIES AND EQUITY SECURITIES:

The following tables provide additional information relating to fixed maturities

and equity securities as of December 31:

<Table>

<Caption>

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

<Caption>

                                                                                    2001

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

                                                                             GROSS        GROSS

                                                              AMORTIZED    UNREALIZED   UNREALIZED   ESTIMATED

                                                                 COST        GAINS        LOSSES     FAIR VALUE

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

                                                                               (IN THOUSANDS)

<S>                                                           <C>          <C>          <C>          <C>

<S>                                                           <C>          <C>          <C>          <C>

FIXED MATURITIES AVAILABLE FOR SALE

U.S. Treasury Securities and Obligations of U.S. Government

  Corporations and Agencies                                   $  303,606    $  1,496     $ 1,648     $  303,454

Foreign Government Bonds                                          27,332       2,122          --         29,454

Corporate Securities                                           3,594,386     116,186      28,834      3,681,738

Mortgage-backed Securities                                        10,148         160          61         10,247

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

Total Fixed Maturities Available For Sale                     $3,935,472    $119,964     $30,543     $4,024,893

                                                              ==========    ========     =======     ==========

FIXED MATURITIES HELD TO MATURITY

Corporate Securities                                          $       --    $     --     $    --     $       --

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

Total Fixed Maturities Held To Maturity                       $       --    $     --     $    --     $       --

                                                              ==========    ========     =======     ==========

EQUITY SECURITIES AVAILABLE FOR SALE                          $      173    $    220     $    18     $      375

                                                              ==========    ========     =======     ==========

</Table>
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<Table>

<Caption>

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

<Caption>

                                                                                    2000

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

                                                                             GROSS        GROSS

                                                              AMORTIZED    UNREALIZED   UNREALIZED   ESTIMATED

                                                                 COST        GAINS        LOSSES     FAIR VALUE

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

                                                                               (IN THOUSANDS)

<S>                                                           <C>          <C>          <C>          <C>

<S>                                                           <C>          <C>          <C>          <C>

FIXED MATURITIES AVAILABLE FOR SALE

U.S. Treasury Securities and Obligations of U.S. Government

  Corporations and Agencies                                   $  309,609    $ 7,888      $    17     $  317,480

Foreign Government Bonds                                         136,133      8,093          520        143,706

Corporate Securities                                           3,075,023     43,041       49,538      3,068,526

Mortgage-backed Securities                                        31,479        330            0         31,809

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

Total Fixed Maturities Available For Sale                     $3,552,244    $59,352      $50,075     $3,561,521

                                                              ==========    =======      =======     ==========

FIXED MATURITIES HELD TO MATURITY

Corporate Securities                                          $  324,546    $ 1,500      $ 5,412     $  320,634

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

Total Fixed Maturities Held To Maturity                       $  324,546    $ 1,500      $ 5,412     $  320,634

                                                              ==========    =======      =======     ==========

EQUITY SECURITIES AVAILABLE FOR SALE                          $   13,446    $   197      $ 2,839     $   10,804

                                                              ==========    =======      =======     ==========

</Table>

   The amortized cost and estimated fair value of fixed maturities, by

contractual maturities at December 31, 2001 is shown below:

<Table>

<Caption>

                                                                  AVAILABLE FOR SALE

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

                                                              AMORTIZED    ESTIMATED FAIR

                                                                 COST          VALUE

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

                                                                    (IN THOUSANDS)

<S>                                                           <C>          <C>

Due in one year or less                                       $  802,235     $  821,790

Due after one year through five years                          1,841,097      1,885,535

Due after five years through ten years                         1,026,709      1,045,693

Due after ten years                                              255,283        261,628

Mortgage-backed securities                                        10,148         10,247

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

Total                                                         $3,935,472     $4,024,893

                                                              ==========     ==========

</Table>

   Actual maturities may differ from contractual maturities because issuers have

the right to call or prepay obligations.

   Proceeds from the sale of fixed maturities available for sale during 2001,

2000, and 1999, were $2,380.4 million, $2,103.6 million, and $2,950.4 million,

respectively. Gross gains of $40.3 million, $15.3 million, $13.1 million, and

gross losses of $47.7 million, $33.9 million, and $31.1 million, were realized

on those sales during 2001, 2000, and 1999, respectively.
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   Proceeds from the maturity of fixed maturities available for sale during

2001, 2000, and 1999, were $273.4 million, $170.2 million, and $126.5 million,

respectively.

   Writedowns for impairments which were deemed to be other than temporary for

fixed maturities were $53.5 million, $12.3 million, and $11.2 million, for the

years 2001, 2000 and 1999, respectively.

   Due to the adoption of FAS 133, "Accounting for Derivative Instruments and

Hedging Activities", on January 1, 2001, the entire portfolio of fixed

maturities classified as held to maturity were transferred to the available for

sale category. The aggregate amortized cost of the securities was $324.5

million. Unrealized investment losses of $2.5 million, net of tax were recorded

in "Accumulated Other Comprehensive income (loss)" at the time of transfer.

   During 2000, certain securities classified as held to maturity were

transferred to the available for sale portfolio. These actions were taken as a

result of a significant deterioration in credit worthiness. The aggregate

amortized cost of the securities transferred was $6.6 million. Gross unrealized

investment losses of $0.3 million were recorded in "Accumulated Other

Comprehensive income (loss)" at the time of transfer. Prior to transfer,

impairments related to these securities, if any, were included in "realized

investment losses, net". During the year ended December 31, 1999, there were no

securities classified as held to maturity that were transferred. During the

years ended December 31, 2001, 2000, and 1999, there were no securities

classified as held to maturity that were sold.

COMMERCIAL LOANS ON REAL ESTATE

The Company's commercial loans on real estate were collateralized by the

following property types at December 31:

<Table>

<Caption>

                                                                   2001            2000

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

                                                                      (IN THOUSANDS)

<S>                                                           <C>     <C>     <C>     <C>

Retail Stores                                                 $4,623   56.4%  $5,615   60.2%

Industrial Buildings                                           3,567   43.6%   3,712   39.8%

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

  Net Carrying Value                                          $8,190  100.0%  $9,327  100.0%

                                                              ==============  ==============

</Table>

   The concentration of commercial loans are in the states of Washington (47%),

New Jersey (44%), and North Dakota (9%).

SPECIAL DEPOSITS AND RESTRICTED ASSETS

Fixed maturities of $2.9 million and $8.0 million at December 31, 2001 and 2000,

respectively, were on deposit with governmental authorities or trustees as

required by certain insurance laws. Equity securities restricted as to sale were

$.2 million at December 31, 2001 and 2000, respectively.

OTHER LONG-TERM INVESTMENTS

The Company's "Other long-term investments" of $84.3 million and $83.7 million

as of December 31, 2001 and 2000, respectively, are comprised of joint ventures

and limited partnerships, the Company's investment in the Separate Accounts and

certain derivatives for other than trading. Joint ventures and limited

partnerships totaled
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$35.8 million and $34.3 million at December 31, 2001 and 2000, respectively. The

Company's share of net income from the joint ventures was $1.6 million, $.9

million, and $.3 million, for the years ended December 31, 2001, 2000 and 1999,

respectively, and is reported in "Net investment income." The Company's

investment in the Separate Accounts was $44.0 million and $46.9 million at

December 31, 2001 and 2000, respectively.

INVESTMENT INCOME AND INVESTMENT GAINS AND LOSSES

Net investment income arose from the following sources for the years ended

December 31:

<Table>

<Caption>

                                                                2001        2000        1999

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

                                                                       (IN THOUSANDS)

<S>                                                           <C>         <C>         <C>

Fixed Maturities -- Available For Sale                        $279,477    $237,042    $188,236

Fixed Maturities -- Held To Maturity                                --      26,283      29,245

Equity Securities -- Available For Sale                             71          18          --

Commercial Loans On Real Estate                                    905       1,010       2,825

Policy Loans                                                    48,149      45,792      42,422

Short-Term Investments and Cash Equivalents                     24,253      29,582      19,208

Other                                                            6,021      16,539       4,432

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

Gross Investment Income                                        358,876     356,266     286,368

  Less: Investment Expenses                                    (15,238)    (18,347)     (9,547)

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

Net Investment Income                                         $343,638    $337,919    $276,821

                                                              ========    ========    ========

</Table>

REALIZED INVESTMENT LOSSES, NET including charges for other than temporary

reductions in value, for the years ended December 31, were from the following

sources:

<Table>

<Caption>

                                                                2001        2000        1999

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

                                                                       (IN THOUSANDS)

<S>                                                           <C>         <C>         <C>

Fixed Maturities -- Available For Sale                        $(60,924)   $(34,600)   $(29,192)

Fixed Maturities -- Held To Maturity                                --        (212)        102

Equity Securities -- Available For Sale                            (56)        271         392

Derivatives                                                     (1,396)     15,039      (1,557)

Other                                                            1,900      (1,177)     (2,290)

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

Realized Investment Losses, Net                               $(60,476)   $(20,679)   $(32,545)

                                                              ========    ========    ========

</Table>

SECURITIES PLEDGED TO CREDITORS

The Company pledges investment securities it owns to unaffiliated parties

through certain transactions including securities lending, securities sold under

agreements to repurchase, and futures contracts. At December 31, 2001 and 2000,

the carrying value of fixed maturities available for sale pledged to third

parties as reported in the Consolidated Statements of Financial Position were

$265.2 million and $287.8 million, respectively.
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NET UNREALIZED INVESTMENT GAINS (LOSSES)

Net unrealized investment gains (losses) on securities available for sale are

included in the Consolidated Statements of Financial Position as a component of

"Accumulated other comprehensive income (loss)." 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

also had been part of "Other Comprehensive income (loss)" in earlier periods.

The amounts for the years ended December 31, net of tax, are as follows:

<Table>

<Caption>

                                                                                                                

ACCUMULATED

                                                                                                                   OTHER

                                                                                                               

COMPREHENSIVE

                                                                                                               INCOME 

(LOSS)

                                                                DEFERRED                         DEFERRED      RELATED 

TO NET

                                               UNREALIZED        POLICY       POLICYHOLDERS'    INCOME TAX       

UNREALIZED

                                             GAINS (LOSSES)    ACQUISITION       ACCOUNT        (LIABILITY)      

INVESTMENT

                                             ON INVESTMENTS       COSTS          BALANCES         BENEFIT      GAINS 

(LOSSES)

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

-----

                                                                              (IN THOUSANDS)

<S>                                          <C>               <C>            <C>               <C>            <C>        

<C>

BALANCE, JANUARY 1, 1999                       $  25,169        $(13,115)        $ 2,680         $ (4,832)        $  

9,902

Net investment gains (losses) on

  investments arising during the period         (138,268)             --              --           47,785          

(90,483)

Reclassification adjustment for gains

  (losses) included in net income                 28,698              --              --           (9,970)          

18,728

Impact of net unrealized investment gains

  (losses) on deferred policy acquisition

  costs                                               --          53,407              --          (16,283)          

37,124

Impact of net unrealized investment gains

  (losses) on policyholders' account

  balances                                            --              --          (5,712)           2,077           

(3,635)

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

--

BALANCE, DECEMBER 31, 1999                       (84,401)         40,292          (3,032)          18,777          

(28,364)

Net investment gains (losses) on

  investments arising during the period           56,707              --              --          (21,539)          

35,168

Reclassification adjustment for gains

  (losses) included in net income                 34,329              --              --          (13,039)          

21,290

Impact of net unrealized investment gains

  (losses) on deferred policy acquisition

  costs                                               --         (39,382)             --           14,177          

(25,205)

Impact of net unrealized investment gains

  (losses) on policyholders' account

  balances                                            --              --           2,877           (1,036)           

1,841

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

--

</Table>
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<Table>

<Caption>

                                                                                                                

ACCUMULATED

                                                                                                                   OTHER

                                                                                                               

COMPREHENSIVE

                                                                                                               INCOME 

(LOSS)

                                                                DEFERRED                         DEFERRED      RELATED 

TO NET

                                               UNREALIZED        POLICY       POLICYHOLDERS'    INCOME TAX       

UNREALIZED

                                             GAINS (LOSSES)    ACQUISITION       ACCOUNT        (LIABILITY)      

INVESTMENT

                                             ON INVESTMENTS       COSTS          BALANCES         BENEFIT      GAINS 

(LOSSES)

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

-----

                                                                              (IN THOUSANDS)

<S>                                          <C>               <C>            <C>               <C>            <C>        

<C>

BALANCE, DECEMBER 31, 2000                         6,635             910            (155)          (2,660)           

4,730

Net investment gains (losses) on

  investments arising during the period           22,007              --              --           (7,922)          

14,085

Reclassification adjustment for gains

  (losses) included in net income                 60,980              --              --          (21,953)          

39,027

Impact of net unrealized investment gains

  (losses) on deferred policy acquisition

  costs                                               --         (41,223)             --           14,840          

(26,383)

Impact of net unrealized investment gains

  (losses) on policyholders' account

  balances                                            --              --           5,092           (1,833)           

3,259

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

--

BALANCE, DECEMBER 31, 2001                     $  89,622        $(40,313)        $ 4,937         $(19,528)        $ 

34,718

                                               =========        ========         =======         ========         

========

</Table>

4. 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:

<Table>

<Caption>

                                                                 2001          2000          1999

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

                                                                          (IN THOUSANDS)

<S>                                                           <C>           <C>           <C>

Balance, Beginning of Year                                    $1,132,653    $1,062,785    $  861,713

Capitalization of Commissions, Sales and Issue Expenses          295,823       242,322       242,373

Amortization                                                    (156,092)     (129,049)      (96,451)

Change In Unrealized Investment (Gains) Losses                   (41,223)      (39,382)       53,407

Foreign Currency Translation                                       1,773        (4,023)        1,743

Transfer of Taiwan branch balance to an affiliated company       (73,104)           --            --

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

BALANCE, END OF YEAR                                          $1,159,830    $1,132,653    $1,062,785

                                                              ==========    ==========    ==========

</Table>
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Future policy benefits and other policyholder liabilities at December 31, are as

follows:

<Table>

<Caption>

                                                                2001        2000

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

                                                                 (IN THOUSANDS)

<S>                                                           <C>         <C>

Life Insurance -- Domestic                                    $500,974    $429,825

Life Insurance -- Taiwan                                       260,632     226,272

Individual Annuities                                            32,423      31,817

Group Annuities                                                 14,201      14,948

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

                                                              $808,230    $702,862

                                                              ========    ========

</Table>

   Life insurance liabilities include reserves for death benefits. Annuity

liabilities include reserves for annuities that are in payout status.

   The following table highlights the key assumptions generally utilized in

calculating these reserves:

<Table>

<Caption>

PRODUCT                                         MORTALITY                  INTEREST RATE              ESTIMATION METHOD

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

-----------

<S>                               <C>                                     <C>               <C>

Life Insurance -- Domestic        Generally rates guaranteed in           2.5% to 11.25%    Net level premium based on

Variable and Interest-Sensitive   calculating cash surrender values                         non-forfeiture interest rate

Life Insurance -- Domestic Term   Best estimate plus a provision for       6.5% to 6.75%    Net level premium plus a 

provision

Insurance                         adverse deviation                                         for adverse deviation

Life Insurance -- International   Generally the Taiwan standard table      6.25% to 7.5%    Net level premium plus a 

provision

                                  plus a provision for adverse                              for adverse deviation

                                  deviation

Individual Annuities              Mortality table varies based on the     6.25% to 11.0%    Present value of expected 

future

                                  issue year of the contract. Current                       payments based on historical

                                  table (for 1998 & later issues) is                        experience

                                  the Annuity 2000 Mortality Table with

                                  certain modifications

Group Annuities                   1950 & 1971 Group Annuity Mortality         14.75%        Present value of expected 

future

                                  Table with certain modifications                          payments based on historical

                                                                                            experience

</Table>

   Policyholders' account balances at December 31, are as follows:

<Table>

<Caption>

                                                                 2001         2000

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

                                                                  (IN THOUSANDS)

<S>                                                           <C>          <C>

Interest-Sensitive Life Contracts                             $1,976,710   $1,886,714

Individual Annuities                                             976,237      859,996

Guaranteed Investment Contracts                                  994,743      899,958

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

                                                              $3,947,690   $3,646,668

                                                              ==========   ==========

</Table>
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5. POLICYHOLDERS' LIABILITIES (CONTINUED)

   Policyholders' account balances for interest-sensitive life, individual

annuities, and guaranteed investment contracts are equal to policy account

values plus unearned premiums. The policy account values represent an

accumulation of gross premium payments plus credited interest less withdrawals,

expenses and mortality charges.

   Certain contract provisions that determine the policyholder account balances

are as follows:

<Table>

<Caption>

PRODUCT                           INTEREST RATE                   WITHDRAWAL/SURRENDER CHARGES

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

<S>                              <C>              <C>

Interest Sensitive Life           3.0% to 6.75%   Various up to 10 years

Contracts

Individual Annuities              3.0% to 16.0%   0% to 7% for up to 9 years

Guaranteed Investment Contracts  4.32% to 8.03%   Subject to market value withdrawal provisions for any funds

                                                  withdrawn other than for benefit responsive and contractual

                                                  payments

</Table>

6. REINSURANCE

The Company participates in reinsurance, with Prudential and other companies, in

order to provide greater diversification of business, provide additional

capacity for future growth and limit the maximum net loss potential arising from

large risks. Reinsurance ceded arrangements do not discharge the Company or the

insurance subsidiary 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. The

likelihood of a material reinsurance liability reassumed by the Company is

considered to be remote. The affiliated reinsurance agreements, including the

Company's reinsurance of all its Taiwanese business, are described further in

Note 14.

   Reinsurance amounts included in the Consolidated Statements of Operations and

Comprehensive Income for the year ended December 31, are as follows:

<Table>

<Caption>

                                                                2001      2000      1999

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

                                                                     (IN THOUSANDS)

<S>                                                           <C>        <C>       <C>

Domestic:

Reinsurance premiums ceded -- affiliated                      $ (9,890)  $(7,641)  $(5,630)

Reinsurance premiums ceded -- unaffiliated                     (13,399)   (2,475)       --

Policyholders' benefits ceded                                   10,803     3,558     3,140

Taiwan after the transfer:

Reinsurance premiums ceded -- affiliated                       (82,433)       --        --

Policyholders' benefits ceded -- affiliated                     12,859        --        --

Taiwan before the transfer:

Reinsurance premiums ceded -- affiliated                          (107)   (1,573)   (1,252)

Reinsurance premiums ceded -- unaffiliated                        (167)   (2,830)   (1,745)

Policyholders' benefits ceded                                       71     1,914     1,088

Reinsurance premiums assumed                                       162     1,671     1,778

</Table>

                                                                              71

        9:

OTHER INFORMATION CONTINUED

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

                                                                         PART II

STRATEGIC PARTNERS HORIZON ANNUITY PROSPECTUS  SECTIONS 1-9

PRUCO LIFE INSURANCE COMPANY AND SUBSIDIARY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

6. REINSURANCE (CONTINUED)

   Reinsurance recoverables, included in the Company's Consolidated Statements

of Financial Position at December 31, were as follows:



<Table>

<Caption>

                                                                2001      2000

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

                                                                (IN THOUSANDS)

<S>                                                           <C>        <C>

Domestic Life Insurance -- affiliated                         $ 11,014   $ 8,765

Domestic Life Insurance -- unaffiliated                         14,850     2,037

Other Reinsurance -- affiliated                                 14,201    14,948

Taiwan Life Insurance -- affiliated                            260,632        --

Taiwan Life Insurance -- unaffiliated                               --     5,818

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

                                                              $300,697   $31,568

                                                              ========   =======

</Table>

   The gross and net amounts of life insurance in force at December 31, were as

follows:

<Table>

<Caption>

                                                                  2001           2000           1999

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

                                                                            (IN THOUSANDS)

<S>                                                           <C>            <C>            <C>

Life Insurance Face Amount In Force                           $ 84,317,628   $ 66,327,999   $ 54,954,680

Ceded To Other Companies                                       (25,166,264)    (7,544,363)    (2,762,319)

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

Net Amount of Life Insurance In Force                         $ 59,151,364   $ 58,783,636   $ 52,192,361

                                                              ============   ============   ============

</Table>

7. EMPLOYEE BENEFIT PLANS

PENSION AND OTHER POSTRETIREMENT PLANS

The Company had a non-contributory defined benefit pension plan that covered

substantially all of its Taiwanese employees. The pension plan was transferred

to an affiliate on January 31, 2001 as described in Note 14. This plan was

established as of September 30, 1998 and the projected benefit obligation and

related expenses at December 31, 2000 were not material to the Consolidated

Statements of Financial Position or results of operations for the years

presented. All other employee benefit costs are allocated to the Company by

Prudential in accordance with the service agreement described in Footnote 14.
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8. INCOME TAXES

The components of income taxes for the years ended December 31, are as follows:

<Table>

<Caption>

                                                                2001       2000       1999

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

                                                                      (IN THOUSANDS)

<S>                                                           <C>         <C>       <C>

Current Tax Expense (Benefit):

  U.S.                                                        $(100,946)  $ 8,588   $(14,093)

  State and Local                                                 1,866        38        378

  Foreign                                                           124        35         15

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

  Total                                                         (98,956)    8,661    (13,700)

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

Deferred Tax Expense (Benefit):

  U.S.                                                           76,155    43,567     42,320

  State and Local                                                (2,454)    2,204      1,316

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

  Total                                                          73,701    45,771     43,636

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

Total Income Tax Expense                                      $ (25,255)  $54,432   $ 29,936

                                                              =========   =======   ========

</Table>

   The income tax expense for the years ended December 31, differs from the



amount computed by applying the expected federal income tax rate of 35% to

income from operations before income taxes for the following reasons:

<Table>

<Caption>

                                                                2001      2000      1999

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

                                                                     (IN THOUSANDS)

<S>                                                           <C>        <C>       <C>

Expected Federal Income Tax Expense                           $ 14,814   $55,275   $29,936

  State and Local Income Taxes                                    (382)    1,457     1,101

  Non taxable investment income                                (38,693)   (6,443)   (1,010)

  Incorporation of Taiwan Branch                                (1,774)       --        --

  Other                                                            780     4,143       (91)

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

Total Income Tax Expense                                      $(25,255)  $54,432   $29,936

                                                              ========   =======   =======

</Table>
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8. INCOME TAXES (CONTINUED)

   Deferred tax assets and liabilities at December 31, resulted from the items

listed in the following table:

<Table>

<Caption>

                                                                2001       2000

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

                                                                (IN THOUSANDS)

<S>                                                           <C>        <C>

Deferred Tax Assets

  Insurance Reserves                                          $ 43,317   $100,502

  State Net Operating Losses                                     5,642      1,400

  Other                                                          9,309      8,610

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

  Deferred Tax Assets                                           58,268    110,512

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

  Deferred Tax Liabilities

  Deferred Acquisition Costs                                   324,082    324,023

  Net Unrealized Gains on Securities                            32,264      2,389

  Investments                                                   20,644     19,577

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

  Deferred Tax Liabilities                                     376,990    345,989

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

Net Deferred Tax Liability                                    $318,722   $235,477

                                                              ========   ========

</Table>

   Management believes that based on its historical pattern of taxable income,

the Company and its subsidiary will produce sufficient income in the future to

realize its deferred tax assets. Adjustments to the valuation allowance will be

made if there is a change in management's assessment of the amount of the

deferred tax asset that is realizable. At December 31, 2001 and 2000, the

Company and its subsidiary had no federal operating loss carryforwards for tax

purposes. At December 31, 2001 and December 31, 2000, the Company had state

operating loss carryforwards for tax purposes of $369 million and $91 million,

which expire by 2021 and 2020, respectively.

   The Internal Revenue Service (the "Service") has completed all examinations

of the consolidated federal income tax returns through 1992. The Service has

examined the years 1993 through 1995. Discussions are being held with the

Service with respect to proposed adjustments. Management, however, believes

there are adequate defenses against, or sufficient reserves to provide for such

adjustments. The Service has completed its examination of 1996 and has begun its

examination of 1997 through 2000.

9. STATUTORY NET INCOME AND SURPLUS



The Company is required to prepare statutory financial statements in accordance

with accounting practices prescribed or permitted by the Arizona Department of

Insurance and the New Jersey Department of Banking and Insurance. Statutory

accounting practices primarily differ from GAAP by charging policy acquisition

costs to expense as incurred, establishing future policy benefit liabilities

using different actuarial assumptions and valuing investments, deferred taxes,

and certain assets on a different basis.

   Statutory net income (loss) of the Company amounted to $71.5 million, $(50.5)

million, and $(82.3) million for the years ended December 31, 2001, 2000, and

1999, respectively. Statutory surplus of the Company amounted to $728.7 million

and $849.6 million at December 31, 2001 and 2000, respectively.
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9. STATUTORY NET INCOME AND SURPLUS (CONTINUED)

   In March 1998, the NAIC adopted the Codification of Statutory Accounting

Principles guidance ("Codification"), which replaces the current Accounting

Practices and Procedures manual as the NAIC's primary guidance on statutory

accounting as of January 1, 2001. Codification provides guidance for areas where

statutory accounting has been silent and changes current statutory accounting in

certain areas. The Company has adopted the Codification guidance effective

January 1, 2001. As a result of these changes, the Company reported an increase

to statutory surplus of $88 million, primarily relating to the recognition of

deferred tax assets.

10. FAIR VALUE OF FINANCIAL INSTRUMENTS

The estimated fair values presented below have been determined using available

market information and by applying valuation methodologies. Considerable

judgment is applied in interpreting data to develop the estimates of fair value.

Estimated fair values may not be realized in a current market exchange. The use

of different market assumptions and/or estimation methodologies could have a

material effect on the estimated fair values. The following methods and

assumptions were used in calculating the estimated fair values (for all other

financial instruments presented in the table, the carrying value approximates

estimated fair value).

FIXED MATURITIES AND EQUITY SECURITIES

Estimated fair values for fixed maturities and equity securities, other than

private placement securities, are based on quoted market prices or estimates

from independent pricing services. Generally, fair values for private placement

securities are estimated using a discounted cash flow model which considers the

current market spreads between the U.S. Treasury yield curve and corporate bond

yield curve, adjusted for the type of issue, its current credit quality and its

remaining average life. The estimated fair value of certain non-performing

private placement securities is based on amounts estimated by management.

COMMERCIAL LOANS ON REAL ESTATE

The estimated fair value of the portfolio of commercial loans on real estate is

primarily based upon the present value of the expected future cash flows

discounted at the appropriate U.S. Treasury rate, adjusted for the current

market spread for a similar quality loan.

POLICY LOANS

The estimated fair value of policy loans is calculated using a discounted cash

flow model based upon current U.S. Treasury rates and historical loan repayment

patterns.

INVESTMENT CONTRACTS

For guaranteed investment contracts, estimated fair values are derived using

discounted projected cash flows, based on interest rates being offered for

similar contracts with maturities consistent with those remaining for the

contracts being valued. For individual deferred annuities and other deposit

liabilities, fair value approximates carrying value.
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DERIVATIVE FINANCIAL INSTRUMENTS

Refer to Note 11 for the disclosure of fair values on these instruments.

The following table discloses the carrying amounts and estimated fair values of

the Company's financial instruments at December 31:

<Table>

<Caption>

                                                                       2001                      2000

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

                                                               CARRYING    ESTIMATED     CARRYING    ESTIMATED

                                                                VALUE      FAIR VALUE     VALUE      FAIR VALUE

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

                                                                               (IN THOUSANDS)

<S>                                                           <C>          <C>          <C>          <C>

Financial Assets:

  Fixed Maturities: Available For Sale                        $4,024,893   $4,024,893   $3,561,521   $3,561,521

  Fixed Maturities: Held To Maturity                                  --           --      324,546      320,634

  Equity Securities                                                  375          375       10,804       10,804

  Commercial Loans on Real Estate                                  8,190       10,272        9,327       10,863

  Policy Loans                                                   874,065      934,203      855,374      883,460

  Short-Term Investments                                         215,610      215,610      202,815      202,815

  Cash and Cash Equivalents                                      374,185      374,185      453,071      453,071

  Separate Account Assets                                     14,920,584   14,920,584   16,230,264   16,230,264

Financial Liabilities:

  Investment Contracts                                         2,003,265    2,053,259    1,762,794    1,784,767

  Cash Collateral for Loaned Securities                          190,022      190,022      185,849      185,849

  Securities Sold Under Repurchase Agreements                     80,715       80,715      104,098      104,098

  Separate Account Liabilities                                14,920,584   14,920,584   16,230,264   16,230,264

</Table>

11. DERIVATIVE AND OFF-BALANCE SHEET CREDIT-RELATED INSTRUMENTS

ADOPTION OF STATEMENT OF FINANCIAL ACCOUNTING STANDARDS NO. 133

The Company adopted SFAS No. 133, "Accounting for Derivative Instruments and

Hedging Activities" as amended, on January 1, 2001. The adoption of this

statement did not have a material impact on the results of operations of the

Company.

ACCOUNTING FOR DERIVATIVES AND HEDGING ACTIVITIES

Derivatives are financial instruments whose values are derived from interest

rates, foreign exchange rates, financial indices, or the value of securities or

commodities. Derivative financial instruments used by the Company include swaps,

futures, forwards and option contracts and may be exchange-traded or contracted

in the over-the-counter market. Derivatives may be held for trading purposes or

held for purposes other than trading. All of the Company's derivatives are held

for purposes other than trading.

Derivatives held for purposes other than trading are used to seek to reduce

exposure to interest rates and foreign currency risks associated with assets

held or expected to be purchased or sold, and liabilities incurred or expected

to
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11. DERIVATIVE AND OFF-BALANCE SHEET CREDIT-RELATED INSTRUMENTS (CONTINUED)

be incurred. Other than trading derivatives are also used to manage the

characteristics of the Company's asset/liability mix, and to manage the interest

rate and currency characteristics of invested assets.

   Derivatives held for purposes other than trading are recognized on the

Consolidated Statements of Financial Position at their fair value. On the date

the derivative contract is entered into, the Company designates the derivative

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 the variability of cash flows to be received or paid related to a

recognized asset or liability ("cash flow" hedge), (3) a foreign currency 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. As of December 31, 2001, none of the Company's derivatives qualify

for hedge accounting treatment.

If a derivative does not qualify for hedge accounting, it is recorded at fair

value in "Other long-term investments" or "Other liabilities" in the

Consolidated Statements of Financial Position, and changes in fair value are

included in earnings without considering changes in fair value of the hedged

assets or liabilities. See "Types of Derivative Instruments" for further

discussion of the classification of derivative activity in current earnings.

TYPES OF DERIVATIVE INSTRUMENTS

INTEREST RATE SWAPS

The Company uses interest rate swaps to reduce market risk from changes in

interest rates and to manage interest rate exposures arising from mismatches

between assets and liabilities. 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 notional principal amount. Generally, no cash is exchanged at the outset

of the contract and no principal payments are made by either party. Cash is paid

or received based on the terms of the swap. 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. The fair value of swap agreements is

estimated based on proprietary pricing models or market quotes.

   If the criteria for hedge accounting are not met, the swap agreements are

accounted for at fair value with changes in fair value reported in "Realized

investment losses, net" in the Consolidated Statement of Operations. During the

period that interest rate swaps are outstanding, net receipts or payments are

include in" Net investment income" in the Consolidated Statement of Operations.

FUTURES AND OPTIONS

The Company uses exchange-traded Treasury futures and options to reduce market

risk from changes in interest rates, and to manage the duration of assets and

the duration of liabilities supported by those assets. In exchange-traded

futures transactions, the Company agrees to purchase or sell a specified number

of contracts, the value of which are determined by the value of designated

classes of Treasury securities, 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 commissions merchants who are members of a trading exchange. The fair

value of futures and options is based on market quotes.
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   Treasury futures move substantially in value as interest rates change and can

be used to either modify or hedge existing interest rate risk. This strategy

protects against the risk that cash flow requirements may necessitate



liquidation of investments at unfavorable prices resulting from increases in

interest rates. This strategy can be a more cost effective way of temporarily

reducing the Company's exposure to a market decline than selling fixed income

securities and purchasing a similar portfolio when such a decline is believed to

be over.

   If futures meet hedge accounting criteria, changes in their fair value are

deferred and recognized as an adjustment to the carrying value of the hedged

item. Deferred gains or losses from the hedges for interest-bearing financial

instruments are amortized as a yield adjustment over the remaining lives of the

hedged item. Futures that do not qualify as hedges are carried at fair value

with changes in value reported in "Realized investment losses, net."

   When the Company anticipates a significant decline in the stock market which

will correspondingly affect its diversified portfolio, it may purchase put index

options where the basket of securities in the index is appropriate to provide a

hedge against a decrease in the value of the equity portfolio or a portion

thereof. This strategy effects an orderly sale of hedged securities. When the

Company has large cash flows which it has allocated for investment in equity

securities, it may purchase call index options as a temporary hedge against an

increase in the price of the securities it intends to purchase. This hedge

permits such investment transactions to be executed with the least possible

adverse market impact.

   Option premium paid or received is reported as an asset or liability and

amortized into income over the life of the option. If options meet the criteria

for hedge accounting, changes in their fair value are deferred and recognized as

an adjustment to the hedged item. Deferred gains or losses from the hedges for

interest-bearing financial instruments are recognized as an adjustment to

interest income or expense of the hedged item. If the options do not meet the

criteria for hedge accounting, they are fair valued, with changes in fair value

reported in current period earnings.

CURRENCY DERIVATIVES

The Company uses currency swaps to reduce market risk from changes in currency

values of investments denominated in foreign currencies that the Company either

holds or intends to acquire and to manage the currency exposures arising from

mismatches between such foreign currencies and the US Dollar.

   Under currency swaps, the Company agrees with other parties to exchange, at

specified intervals, the difference between one currency and another at a

forward 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.

   If currency swaps are effective as hedges of foreign currency translation and

transaction exposures, gains or losses are recorded in a manner similar to the

hedged item. If currency swaps do not meet hedge accounting criteria, gains or

losses from those derivatives are recognized in "Realized investment (losses)

gains, net."
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The table below summarizes the Company's outstanding positions by derivative

instrument types as of December 31, 2001 and 2000. All amounts presented have

been classified as other than trading based on management's intent at the time

of contract and throughout the life of the contract.

                         OTHER THAN TRADING DERIVATIVES

                           DECEMBER 31, 2001 AND 2000

                                 (IN THOUSANDS)

<Table>

<Caption>

                                                                            2001                               2000

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



---------

                                                                         ESTIMATED    CARRYING              ESTIMATED    

CARRYING

                                                              NOTIONAL   FAIR VALUE    VALUE     NOTIONAL   FAIR VALUE    

VALUE

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

--------

<S>                                                           <C>        <C>          <C>        <C>        <C>          

<C>

NON-HEDGE ACCOUNTING

SWAP INSTRUMENTS

Interest Rate

  Asset                                                       $ 9,470      $  638      $  638    $  9,470     $  327      

$  327

  Liability                                                        --          --          --          --         --      

--

Currency

  Asset                                                        24,785       3,858       3,858          --         --      

--

  Liability                                                        --          --          --          --         --      

--

FUTURE CONTRACTS

US Treasury Futures

  Asset                                                        76,800         394         394     139,800      3,530      

3,530

  Liability                                                    64,500         238         238      61,900      1,067      

1,067

HEDGE ACCOUNTING

SWAP INSTRUMENTS

Currency

  Asset                                                            --          --          --      28,326      1,633      

2,155

  Liability                                                        --          --          --          --         --      

--

</Table>

CREDIT RISK

The current credit exposure of the Company's derivative contracts is limited to

the fair value at the reporting date. Credit risk is managed by entering into

transactions with creditworthy counterparties and obtaining collateral where

appropriate and customary. The Company also attempts to minimize its exposure to

credit risk through the use of various credit monitoring techniques. All of the

net credit exposure for the Company from derivative contracts are with

investment grade counterparties. As of December 31, 2001, 86% of notional

consisted of interest rate derivatives, and 14% of notional consisted of foreign

currency derivatives.
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12. CONTINGENCIES AND LITIGATION

Prudential and the Company are subject to legal and regulatory actions in the

ordinary course of their businesses, including class actions. Pending legal and

regulatory actions include proceedings relating to aspects of the businesses and

operations that are specific to the Company and Prudential and that are typical

of the businesses in which the Company and Prudential operate. 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.

   Beginning in 1995, regulatory authorities and customers brought significant

regulatory actions and civil litigation against the Company and Prudential

involving individual life insurance sales practices. In 1996, Prudential, on

behalf of itself and many of its life insurance subsidiaries including the

Company entered into settlement agreements with relevant insurance regulatory

authorities and plaintiffs in the principal life insurance sales practices class

action lawsuit covering policyholders of individual permanent life insurance

policies issued in the United States from 1982 to 1995. Pursuant to the

settlements, the companies agreed to various changes to their sales and business



practices controls, to a series of fines, and to provide specific forms of

relief to eligible class members. Virtually all claims by class members filed in

connection with the settlements have been resolved and virtually all aspects of

the remediation program have been satisfied. While the approval of the class

action settlement is now final, Prudential and the Company remain subject to

oversight and review by insurance regulators and other regulatory authorities

with respect to its sales practices and the conduct of the remediation program.

The U.S. District Court has also retained jurisdiction as to all matters

relating to the administration, consummation, enforcement and interpretation of

the settlements.

   As of December 31, 2001, Prudential and/or the Company remained a party to

approximately 44 individual sales practices actions filed by policyholders who

"opted out" of the class action settlement relating to permanent life insurance

policies issued in the United States between 1982 and 1995. In addition, there

were 19 sales practices actions pending that were filed by policyholders who

were members of the class and who failed to "opt out" of the class action

settlement. Prudential and the Company believe that those actions are governed

by the class settlement release and expects them to be enjoined and/or

dismissed. Additional suits may be filed by class members who "opted out" of the

class settlements or who failed to "opt out" but nevertheless seek to proceed

against Prudential and/or the Company. A number of the plaintiffs in these cases

seek large and/or indeterminate amounts, including punitive or exemplary

damages. Some of these actions are brought on behalf of multiple plaintiffs. It

is possible that substantial punitive damages might be awarded in any of these

actions and particularly in an action involving multiple plaintiffs.

   Prudential has indemnified the Company for any liabilities incurred in

connection with sales practices litigation covering policyholders of individual

permanent life insurance policies issued in the United States from 1982 to 1995.

   The Company's litigation is subject to many uncertainties, and given the

complexity and scope, the outcomes cannot be predicted. 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 by an ultimate unfavorable

resolution of pending litigation
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and regulatory matters. Management believes, however, that the ultimate outcome

of all pending litigation and regulatory matters should not have a material

adverse effect on the Company's financial position.

13. DIVIDENDS

The Company is subject to Arizona law which limits the amount of dividends that

insurance companies can pay to stockholders. The maximum dividend which may be

paid in any twelve month period without notification or approval is limited to

the lesser of 10% of statutory surplus as of December 31 of the preceding year

or the net gain from operations of the preceding calendar year. Cash dividends

may only be paid out of surplus derived from realized net profits. Based on

these limitations, the Company would not be permitted a dividend distribution

until December 29, 2002.

   During 2001, the Company received approval from the Arizona Department of

Insurance to pay an extraordinary dividend to Prudential of $108 million.

14. RELATED PARTY TRANSACTIONS

The Company has extensive transactions and relationships with Prudential and

other affiliates. It is possible that the terms of these transactions are not

the same as those that would result from transactions among wholly unrelated

parties.

EXPENSE CHARGES AND ALLOCATIONS

All of the Company's expenses are allocations or charges from Prudential or

other affiliates. These expenses can be grouped into the following categories:

general and administrative expenses, retail distribution expenses and asset

management fees.

   The Company's general and administrative expenses are charged to the Company



using allocation methodologies based on business processes. Management believes

that the methodology is reasonable and reflects costs incurred by Prudential to

process transactions on behalf of the Company. Prudential and the Company

operate under service and lease agreements whereby services of officers and

employees (except for those agents employed directly by the Company in Taiwan),

supplies, use of equipment and office space are provided by Prudential. The

Company is allocated estimated distribution expenses from Prudential's retail

agency network for both its domestic life and annuity products. The Company has

capitalized the majority of these distribution expenses as deferred policy

acquisition costs. Beginning April 1, 2000, Prudential and the Company agreed to

revise the estimate of allocated distribution expenses to reflect a market based

pricing arrangement.

   In accordance with a profit sharing agreement with Prudential that was in

effect through December 31, 2000, the Company received fee income from

policyholder account balances invested in the Prudential Series Funds ("PSF").

These revenues were recorded as "Asset management fees" in the Consolidated

Statements of Operations and Comprehensive Income. The Company was charged an

asset management fee by Prudential Global Asset Management ("PGAM") and Jennison

Associates LLC ("Jennison") for managing the PSF portfolio. These fees are a

component of "general, administrative and other expenses."
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   On September 29, 2000, the Board of Directors for the Prudential Series Fund,

Inc. ("PSFI") adopted resolutions to terminate the existing management agreement

between PSFI and Prudential, and has appointed another subsidiary of Prudential

as the fund manager for the PSF. The change was approved by the shareholders of

PSF during early 2001 and effective January 1, 2001. The Company no longer

receives fees associated with the PSF. In addition, the Company will no longer

incur the asset management expense from PGAM and Jennison associated with the

PSF.

CORPORATE OWNED LIFE INSURANCE

The Company has sold three Corporate Owned Life Insurance ("COLI") policies to

Prudential. The cash surrender value included in Separate Accounts was $647.2

million and $685.9 million at December 31, 2001 and December 31, 2000,

respectively. The fees received related to the COLI policies were $7.0 million

and $9.6 million for the years ending December 31, 2001 and 2000.

REINSURANCE

The Company currently has four reinsurance agreements in place with Prudential

and affiliates. Specifically, the Company has a reinsurance Group Annuity

Contract, whereby the reinsurer, in consideration for a single premium payment

by the Company, provides reinsurance equal to 100% of all payments due under the

contract. In addition, there are two yearly renewable term agreements in which

the Company may offer and the reinsurer may accept reinsurance on any life in

excess of the Company's maximum limit of retention. The Company is not relieved

of its primary obligation to the policyholder as a result of these reinsurance

transactions. These agreements had no material effect on net income for the

periods ended December 31, 2001 or 2000. The fourth agreement, which is new for

2001, is described in the following paragraphs.

   On January 31, 2001, the Company transferred all of its assets and

liabilities associated with the Company's Taiwan branch including Taiwan's

insurance book of business to an affiliated Company, Prudential Life Insurance

Company of Taiwan Inc. ("Prudential of Taiwan"), a wholly owned subsidiary of

the Holding Company.

   The mechanism used to transfer this block of business in Taiwan is referred

to as a "full acquisition and assumption" transaction. Under this mechanism, the

Company is jointly liable with Prudential of Taiwan for two years from the

giving of notice to all obligees for all matured obligations and for two years

after the maturity date of not-yet-matured obligations. Prudential of Taiwan is

also contractually liable, under indemnification provisions of the transaction,



for any liabilities that may be asserted against the Company. The transfer of

the insurance related assets and liabilities was accounted for as a

long-duration coinsurance transaction under accounting principles generally

accepted in the United States. Under this accounting treatment, the insurance

related liabilities remain on the books of the Company and an offsetting

reinsurance recoverable is established.

   As part of this transaction, the Company made a capital contribution to

Prudential of Taiwan in the amount of the net equity of the Company's Taiwan

branch as of the date of transfer. In July 2001, the Company dividended its

interest in Prudential of Taiwan to Prudential.
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   Premiums and benefits ceded for the period ending December 31, 2001 from the

Taiwan coinsurance agreement were $82.4 million and $12.9 million, respectively.

DEBT AGREEMENTS

In July 1998, the Company established a revolving line of credit facility of up

to $500 million with Prudential Funding LLC, a wholly owned subsidiary of

Prudential. There is no outstanding debt relating to this credit facility as of

December 31, 2001 or December 31, 2000.
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TO THE BOARD OF DIRECTORS AND STOCKHOLDER OF

PRUCO LIFE INSURANCE COMPANY

In our opinion, the consolidated financial statements listed in the accompanying

index present fairly, in all material respects, the financial position of Pruco

Life Insurance Company (a wholly-owned subsidiary of The Prudential Insurance

Company of America) and its subsidiary at December 31, 2001 and 2000, and the

results of their operations and their cash flows for each of the three years in

the period ended December 31, 2001, in conformity with accounting principles

generally accepted in the United States of America. These financial statements

are the responsibility of the Company's management; our responsibility is to

express an opinion on these financial statements based on our audits. We

conducted our audits of these statements in accordance with auditing standards

generally accepted in the United States of America, which 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 provide a reasonable basis for our opinion.

PricewaterhouseCoopers LLP

New York, New York

February 21, 2002
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<Table>

<Caption>

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

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

                                                               JUNE 30,    DECEMBER 31,

                                                                 2002          2001

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

<S>                                                           <C>          <C>

ASSETS

Fixed maturities

  Available for sale, at fair value (amortized cost, 2002:

    $4,304,687; 2001: $3,935,472)                             $ 4,414,108  $  4,024,893

Equity securities -- available for sale, at fair value

  (cost, 2002: $5,138; 2001: $173)                                  5,331           375

Commercial loans on real estate                                     7,582         8,190

Policy loans                                                      878,540       874,065

Short-term investments                                            125,059       215,610

Other long-term investments                                        87,594        84,342

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

        Total investments                                       5,518,214     5,207,475

Cash and cash equivalents                                         525,136       374,185

Deferred policy acquisition costs                               1,210,029     1,159,830

Accrued investment income                                          80,960        77,433

Reinsurance recoverable                                           381,512       300,697

Receivables from affiliates                                        45,054        33,074

Other assets                                                       39,140        20,134

Separate Account assets                                        13,723,881    14,920,584

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

TOTAL ASSETS                                                  $21,523,926  $ 22,093,412

                                                              ===========  ============

LIABILITIES AND STOCKHOLDER'S EQUITY

LIABILITIES

Policyholders' account balances                               $ 4,363,024  $  3,947,690

Future policy benefits and other policyholder liabilities         851,693       808,230

Cash collateral for loaned securities                             220,278       190,022

Securities sold under agreement to repurchase                     268,055        80,715

Income taxes payable                                              273,526       266,096

Other liabilities                                                 157,782       228,596

Separate Account liabilities                                   13,723,881    14,920,584

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

TOTAL LIABILITIES                                              19,858,239    20,441,933

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

CONTINGENCIES (SEE FOOTNOTE 2)

STOCKHOLDER'S EQUITY

Common stock, $10 par value;

    1,000,000 shares, authorized; 250,000 shares, issued and

     outstanding                                                    2,500         2,500

Paid-in-capital                                                   466,748       466,748

Retained earnings                                               1,149,867     1,147,665

Accumulated other comprehensive income:

    Net unrealized investment gains                                46,500        34,718

    Foreign currency translation adjustments                           72         (152)

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

Accumulated other comprehensive income                             46,572        34,566

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

TOTAL STOCKHOLDER'S EQUITY                                      1,665,687     1,651,479

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

TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY                    $21,523,926  $ 22,093,412

                                                              ===========  ============

</Table>

                 See Notes to Consolidated Financial Statements
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PRUCO LIFE INSURANCE COMPANY AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME (UNAUDITED)

THREE AND SIX MONTHS ENDED JUNE 30, 2002 AND 2001 (IN THOUSANDS)

<Table>

<Caption>

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

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

                                                               SIX MONTHS ENDED     THREE MONTHS ENDED

                                                                   JUNE 30,              JUNE 30,

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

                                                                2002       2001       2002       2001

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

<S>                                                           <C>        <C>        <C>        <C>

REVENUES

Premiums                                                      $ 41,266   $ 47,354   $ 22,968   $ 23,936

Policy charges and fee income                                  258,748    240,330    131,715    121,226

Net investment income                                          163,796    174,803     82,325     84,493

Realized investment (losses) gains, net                        (32,306)       307    (26,080)   (10,570)

Asset management fees                                            5,132      3,869      2,880      1,716

Other income                                                     7,633        740      6,425         70

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

TOTAL REVENUES                                                 444,269    467,403    220,233    220,871

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

BENEFITS AND EXPENSES

Policyholders' benefits                                        116,929    115,490     59,116     58,585

Interest credited to policyholders' account balances            96,672     98,033     49,486     49,225

General, administrative and other expenses                     231,577    201,061    137,221     97,522

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

TOTAL BENEFITS AND EXPENSES                                    445,178    414,584    245,823    205,332

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

(Loss) Income from operations before income taxes                 (909)    52,819    (25,590)    15,539

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

Income tax (benefit) provision                                  (3,116)    11,286     (8,326)     2,645

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

NET INCOME (LOSS)                                                2,207     41,533    (17,264)    12,894

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

Other comprehensive income, net of tax:

Unrealized gains (losses) on securities, net of

  reclassification adjustment                                   11,782      9,396     30,928     (7,215)

Foreign currency translation adjustments                           224      3,320        219         --

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

Other comprehensive income (loss)                               12,006     12,716     31,147     (7,215)

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

TOTAL COMPREHENSIVE INCOME                                    $ 14,213   $ 54,249   $ 13,883   $  5,679

                                                              ========   ========   ========   ========

</Table>

                 See Notes to Consolidated Financial Statements
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PRUCO LIFE INSURANCE COMPANY AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDER'S EQUITY (UNAUDITED)

PERIODS ENDED JUNE 30, 2002 AND DECEMBER 31, 2001 AND 2000 (IN THOUSANDS)



<Table>

<Caption>

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

------

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

------

                                                                                                ACCUMULATED

                                                                                                   OTHER           TOTAL

                                                              COMMON   PAID-IN-    RETAINED    COMPREHENSIVE   

STOCKHOLDER'S

                                                              STOCK    CAPITAL     EARNINGS    INCOME (LOSS)      EQUITY

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

----

<S>                                                           <C>      <C>        <C>          <C>             <C>

BALANCE, JANUARY 1, 2000                                      $2,500   $439,582   $1,258,428     $(30,691)      

$1,669,819

Net income                                                       --          --      103,496           --          

103,496

Contribution from Parent                                         --      27,166           --           --           

27,166

Change in foreign currency translation adjustments, net of

  taxes                                                          --          --           --         (993)            

(993)

Change in net unrealized investment losses, net of

  reclassification adjustment and taxes                          --          --           --       33,094           

33,094

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

--

BALANCE, DECEMBER 31, 2000                                    2,500     466,748    1,361,924        1,410        

1,832,582

Net income                                                       --          --       67,582           --           

67,582

Dividends to Parent                                              --          --     (153,816)          --         

(153,816)

Policy credits to eligible Policyholders                         --          --     (128,025)          --         

(128,025)

Change in foreign currency translation adjustments, net of

  taxes                                                          --          --           --        3,168            

3,168

Change in net unrealized investment gains, net of

  reclassification adjustment and taxes                          --          --           --       29,988           

29,988

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

--

BALANCE, DECEMBER 31, 2001                                    2,500     466,748    1,147,665       34,566        

1,651,479

Net income                                                       --          --        2,207           --            

2,207

Policy credits to eligible Policyholders                         --          --           (5)          --               

(5)

Change in foreign currency translation adjustments, net of

  taxes                                                          --          --           --          224              

224

Change in net unrealized investment losses, net of

  reclassification adjustment and taxes                          --          --           --       11,782           

11,782

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

--

BALANCE, JUNE 30, 2002                                        $2,500   $466,748   $1,149,867      $46,572       

$1,665,687

                                                              ======   ========   ==========     ========       

==========

</Table>

                 See Notes to Consolidated Financial Statements
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PRUCO LIFE INSURANCE COMPANY AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

SIX MONTHS ENDED JUNE 30, 2002 AND 2001 (IN THOUSANDS)

<Table>

<Caption>

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

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

                                                                 2002          2001

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

<S>                                                           <C>           <C>

CASH FLOWS FROM OPERATING ACTIVITIES:

Net income                                                    $     2,207   $    41,533

Adjustments to reconcile net income to net cash (used in)

  provided by operating activities:

  Policy charges and fee income                                   (34,645)      (39,033)

  Interest credited to policyholders' account balances             96,672        98,033

  Realized investment (gains) losses, net                          32,306          (307)

  Amortization and other non-cash items                            (5,284)      (12,227)

  Change in:

    Future policy benefits and other policyholders'

     liabilities                                                   43,463        33,903

    Accrued investment income                                      (3,527)        5,434

    Receivables from affiliates                                   (11,980)       24,651

    Policy loans                                                   (4,475)      (25,851)

    Deferred policy acquisition costs                             (50,199)       19,863

    Income taxes payable/receivable                                 7,430        38,364

    Other, net                                                    (54,661)      (54,544)

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

CASH FLOWS FROM OPERATING ACTIVITIES                               17,307       129,819

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

CASH FLOWS USED IN INVESTING ACTIVITIES:

  Proceeds from the sale/maturity of:

    Fixed maturities:

      Available for sale                                          932,838     1,767,648

    Equity securities                                                  --           274

    Commercial loans on real estate                                   608           536

  Payments for the purchase of:

    Fixed maturities:

      Available for sale                                       (1,332,737)   (1,980,148)

    Equity securities                                                  (4)         (176)

  Cash collateral for loaned securities, net                       30,256        44,630

  Securities sold under agreement to repurchase, net              187,340       (39,988)

  Other long-term investments                                     (11,787)       (2,717)

  Short-term investments, net                                      90,536       103,855

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

CASH FLOWS USED IN INVESTING ACTIVITIES                          (102,950)     (106,086)

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

CASH FLOWS FROM FINANCING ACTIVITIES:

  Policyholders' account balances:

    Deposits                                                      936,679       731,505

    Withdrawals                                                  (584,106)     (647,426)

  Cash payments to eligible policyholders                        (115,979)           --

  Cash provided to affiliate                                           --       (65,636)

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

CASH FLOWS FROM FINANCING ACTIVITIES                              236,594        18,443

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

  Net increase in Cash and cash equivalents                       150,951        42,176

  Cash and cash equivalents, beginning of year                    374,185       453,071

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

CASH AND CASH EQUIVALENTS, END OF PERIOD                      $   525,136   $   495,247

                                                              ===========   ===========

</Table>

                   Notes to Consolidated Financial Statements
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PRUCO LIFE INSURANCE COMPANY AND SUBSIDIARY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

1. BASIS OF PRESENTATION

The accompanying interim consolidated financial statements have been prepared

pursuant to the rules and regulations for reporting on Form 10-Q on the basis of

accounting principles generally accepted in the United States. These interim

financial statements are unaudited but reflect all adjustments which, in the

opinion of management, are necessary to provide a fair presentation of the

consolidated results of operations and financial condition of the Pruco Life

Insurance Company ("the Company"), for the interim periods presented. The

Company is a wholly owned subsidiary of the Prudential Life Insurance Company of

America ("Prudential"), which in turn is a wholly owned subsidiary of Prudential

Financial, Inc. All such adjustments are of a normal recurring nature. The

results of operations for any interim period are not necessarily indicative of

results for a full year. Certain amounts in the Company's prior year

consolidated financial statements have been reclassified to conform with the

current year presentation. These financial statements should be read in

conjunction with the consolidated financial statements and notes thereto

contained in the Company's Annual Report on Form 10-K for the year ended

December 31, 2001.

2. CONTINGENCIES AND LITIGATION

CONTINGENCIES

On an ongoing basis, our internal supervisory and control functions review the

quality of our sales, marketing and other customer interface procedures and

practices and may recommend modifications or enhancements. In certain cases, if

appropriate, we may offer customers remediation and may incur charges, including

the cost of such remediation, administrative costs and regulatory fines.

   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 depending, in

part, upon the results of operations or cash flow for such period. Management

believes, however, that the ultimate payments in connection with these matters

should not have a material adverse effect on the Company's financial position.

LITIGATION

Prudential and the Company are subject to legal and regulatory actions in the

ordinary course of their businesses, including class actions. Pending legal and

regulatory actions include proceedings relating to aspects of the businesses and

operations that are specific to the Company and Prudential and that are typical

of the businesses in which the Company and Prudential operate. Some of these

proceedings have been brought on behalf of various alleged classes of

complaintants. In certain of these matters, the plaintiffs are seeking large

and/or indeterminate amounts, including punitive or exemplary damages.

   Beginning in 1995, regulatory authorities and customers brought significant

regulatory actions and civil litigation against the Company and Prudential

involving individual life insurance sales practices. In 1996, Prudential, on

behalf of itself and many of its life insurance subsidiaries including the

Company entered into settlement agreements with relevant insurance regulatory

authorities and plaintiffs in the principal life insurance sales practices class

action
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PRUCO LIFE INSURANCE COMPANY AND SUBSIDIARY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

2. CONTINGENCIES AND LITIGATION (CONTINUED)

lawsuit covering policyholders of individual permanent life insurance policies

issued in the United States from 1982 to 1995. Pursuant to the settlements, the

companies agreed to various changes to their sales and business practices

controls, to a series of fines, and to provide specific forms of relief to

eligible class members. Virtually all claims by class members filed in

connection with the settlements have been resolved and virtually all aspects of

the remediation program have been satisfied. While the approval of the class

action settlement is now final, Prudential and the Company remain subject to

oversight and review by insurance regulators and other regulatory authorities

with respect to its sales practices and the conduct of the remediation program.

The U.S. District Court has also retained jurisdiction as to all matters

relating to the administration, consummation, enforcement and interpretation of

the settlements.

   As of June 30, 2002, Prudential and/or the Company remained a party to

approximately 40 individual sales practices actions filed by policyholders who

"opted out" of the class action settlement relating to permanent life insurance

policies issued in the United States between 1982 and 1995. In addition, there

were 17 sales practices actions pending that were filed by policyholders who

were members of the class and who failed to "opt out" of the class action

settlement. Prudential and the Company believe that those actions are governed

by the class settlement release and expects them to be enjoined and/or

dismissed. Additional suits may be filed by class members who "opted out" of the

class settlements or who failed to "opt out" but nevertheless seek to proceed

against Prudential and/or the Company. A number of the plaintiffs in these cases

seek large and/or indeterminate amounts, including punitive or exemplary

damages. Some of these actions are brought on behalf of multiple plaintiffs. It

is possible that substantial punitive damages might be awarded in any of these

actions and particularly in an action involving multiple plaintiffs.

   Prudential has indemnified the Company for any liabilities incurred in

connection with sales practices litigation covering policyholders of individual

permanent life insurance policies issued in the United States from 1982 to 1995.

   The Company's litigation is subject to many uncertainties, and given the

complexity and scope, the outcomes cannot be predicted. 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 effected by an ultimate unfavorable

resolution of pending litigation and regulatory matters. Management believes,

however, that the ultimate outcome of all pending litigation and regulatory

matters should not have a material adverse effect on the Company's financial

position.

3. RELATED PARTY TRANSACTIONS

The Company has extensive transactions and relationships with Prudential and

other affiliates. It is possible that the terms of these transactions are not

the same as those that would result from transactions among wholly unrelated

parties.

EXPENSE CHARGES AND ALLOCATIONS



All of the Company's expenses are allocations or charges from Prudential or

other affiliates. These expenses can be grouped into the following categories:

general and administrative expenses, retail distribution expenses and asset

management fees.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

3. RELATED PARTY TRANSACTIONS (CONTINUED)

   The Company's general and administrative expenses are charged to the Company

using allocation methodologies based on business processes. Management believes

that the methodology is reasonable and reflects costs incurred by Prudential to

process transactions on behalf of the Company. Prudential and the Company

operate under service and lease agreements whereby services of officers and

employees, supplies, use of equipment and office space are provided by

Prudential.

   The Company is allocated estimated distribution expenses from Prudential's

retail agency network for both its domestic life and annuity products. The

estimate of allocated distribution expenses is intended to reflect a market

based pricing arrangement. The Company has capitalized the majority of these

distribution expenses as deferred policy acquisition costs.

   In accordance with a revenue sharing agreement with Prudential Investments

LLC, which began on February 1, 2002, the Company receives fee income from

policyholder account balances invested in the Prudential Series Funds ("PSF").

These revenues were recorded as "Asset management fees" in the Consolidated

Statements of Operations and Comprehensive Income.

CORPORATE OWNED LIFE INSURANCE

The Company has sold three Corporate Owned Life Insurance ("COLI") policies to

Prudential. The cash surrender value included in Separate Accounts was $626.7

million and $647.2 million at June 30, 2002 and December 31, 2001, respectively.

The fees received related to the COLI policies were $4.4 million for both the

periods ending June 30, 2002 and 2001.

REINSURANCE

The Company currently has four reinsurance agreements in place with Prudential

and affiliates. Specifically, the Company has a reinsurance Group Annuity

Contract, whereby the reinsurer, in consideration for a single premium payment

by the Company, provides reinsurance equal to 100% of all payments due under the

contract. In addition there are two yearly renewable term agreements in which

the Company may offer and the reinsurer may accept reinsurance on any life in

excess of the Company's maximum limit of retention. The Company is not relieved

of its primary obligation to the policyholder as a result of these reinsurance

transactions. These agreements had no material effect on net income for the

periods ended June 30, 2002 or 2001. The fourth agreement is described below.

   On January 31, 2001, the Company transferred all of its assets and

liabilities associated with the Company's Taiwan branch including Taiwan's

insurance book of business to an affiliated Company, Prudential Life Insurance

Company of Taiwan Inc. ("Prudential of Taiwan"), a wholly owned subsidiary of

Prudential Financial, Inc.



   The mechanism used to transfer this block of business in Taiwan is referred

to as a "full acquisition and assumption" transaction. Under this mechanism, the

Company is jointly liable with Prudential of Taiwan for two years from the

giving of notice to all obligees for all matured obligations and for two years

after the maturity date of not-yet-matured obligations. Prudential of Taiwan is

also contractually liable, under indemnification provisions of the transaction,

for any liabilities that may be asserted against the Company. The transfer of

the insurance related assets
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

3. RELATED PARTY TRANSACTIONS (CONTINUED)

and liabilities was accounted for as a long-duration coinsurance transaction

under accounting principles generally accepted in the United States. Under this

accounting treatment, the insurance related liabilities remain on the books of

the Company and an offsetting reinsurance recoverable is established.

   As part of this transaction, the Company made a capital contribution to

Prudential of Taiwan in the amount of the net equity of the Company's Taiwan

branch as of the date of transfer. In July 2001, the Company dividended its

interest in Prudential of Taiwan to Prudential.

   Premiums ceded for the periods ending June 30, 2002 and 2001 from the Taiwan

coinsurance agreement were $37.6 million and $41.3 million, respectively.

Benefits ceded for the periods ending June 30, 2002 and 2001 from the Taiwan

coinsurance agreement were $7.1 million and $6.0 million, respectively.

   Included in the reinsurance recoverable balances were affiliated reinsurance

recoverables of $322.6 million and $285.8 million at June 30, 2002 and December

31, 2001, respectively. Of these affiliated amounts, the reinsurance recoverable

related to the Taiwan coinsurance agreement was $297.5 million and $ 260.6

million at June 30, 2002 and December 31, 2001, respectively.

DEBT AGREEMENTS

In July 1998, the Company established a revolving line of credit facility of up

to $500 million with Prudential Funding LLC, a wholly owned subsidiary of

Prudential. There was no outstanding debt relating to this credit facility as of

June 30, 2002 or December 31, 2001.
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EXPERTS

The consolidated financial statements of Pruco Life and its subsidiary as of



December 31, 2001 and 2000 and for each of the three years in the period ended

December 31, 2001 have been so included in reliance on the reports of

PricewaterhouseCoopers LLP, independent accountants given on the authority of

said firm as experts in auditing and accounting. PricewaterhouseCoopers LLP's

principal business address is 1177 Avenue of the Americas, New York, New York

10036.

INDEMNIFICATION

Pruco Life, in conjunction with certain affiliates, maintains insurance on

behalf of any person who is or was a trustee, director, officer, employee, or

agent of Pruco Life, or who is or was serving at the request of Pruco Life as a

trustee, director, officer, employee or agent of such other affiliated trust or

corporation, against any liability asserted against and incurred by him or her

arising out of his or her position with such trust or corporation.

   Arizona, being the state of organization of Pruco Life, permits entities

organized under its jurisdiction to indemnify directors and officers with

certain limitations. The relevant provisions of Arizona law permitting

indemnification can be found in Section 10-850 et. seq. of the Arizona Statutes

Annotated. The text of Pruco Life's By-law, Article VIII, which relates to

indemnification of officers and directors, is incorporated by reference to

Exhibit 3(ii) to its form 10-Q filed August 15, 1997.

   Insofar as indemnification for liabilities arising under the Securities Act

of 1933 may be permitted to directors, officers and controlling persons of Pruco

Life pursuant to the foregoing provisions or otherwise, Pruco Life has been

advised that in the opinion of the Securities and Exchange Commission such

indemnification is against public policy as expressed in the Act and is,

therefore, unenforceable. In the event that a claim for indemnification against

such liabilities (other than the payment by Pruco Life of expenses incurred or

paid by a director, officer or controlling person of Pruco Life in the

successful defense of any action, suit or proceeding) is asserted by such

director, officer or controlling person in connection with the securities being

registered, Pruco Life will, unless in the opinion of its counsel the matter has

been settled by controlling precedent, submit to a court of appropriate

jurisdiction the question whether such indemnification by it is against public

policy as expressed in the Act and will be governed by the final adjudication of

such issue.
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MARKET-VALUE ADJUSTMENT FORMULA

With respect to residents of states, other than Pennsylvania, in which Strategic

Partners Horizon Annuity is being offered.

The formula under which Pruco Life calculates the market value adjustment

applicable to a full or partial surrender, annuitization, or settlement under

Strategic Partners Horizon Annuity is set forth below. The market value

adjustment is expressed as a multiplier factor. That is, the Contract Value

after the market value adjustment ("MVA"), but before any surrender charge, is

as follows: Contract Value (after MVA) = Contract Value (before MVA) X (1 +

MVA). The MVA itself is calculated as follows:

                            1 + I

                   MVA = [(-----------)to the N/12 power] -1

                           1 + J + .0025

<Table>

<S>    <C>  <C>  <C>

where:  I   =    the guaranteed credited interest rate

                 (annual effective) for the given

                 contract at the time of withdrawal or

                 annuitization or settlement.

        J   =    the current credited interest rate

                 offered on new money at the time of

                 withdrawal or annuitization or

                 settlement for a guarantee period of

                 equal length to the number of whole

                 years remaining in the Contract's



                 current guarantee period plus one

                 year.

        N   =    equals the remaining number of months

                 in the contract's current guarantee

                 period (rounded up) at the time of

                 withdrawal or annuitization or

                 settlement.

</Table>

We use the same MVA formula with respect to contracts issued in Pennsylvania,

except that "J" in the formula above uses an interpolated rate as the current

credited interest rate. Specifically, "J" is the interpolated current credited

interest rate offered on new money at the time of withdrawal, annuitization, or

settlement. The interpolated value is calculated using the following formula:

            m/365 X (n + 1) year rate + (365 - m)/365 X n year rate,

where "n" equals the number of whole years remaining in the Contract's current

guarantee period, and "m" equals the number of days remaining in year "n" of the

current guarantee period.

MARKET VALUE ADJUSTMENT EXAMPLE

(ALL STATES EXCEPT PENNSYLVANIA)

The following will illustrate the application of the Market-Value Adjustment.

For simplicity, surrender charges are ignored in these hypothetical examples.

Positive market value adjustment

- -  Suppose a contract owner made an invested purchase payment of $10,000 on July

   1, 2000 and received a guaranteed interest rate of 6% for 5 years. A request

   to surrender the contract is made on May 1, 2002. At the time, the Contract

   Value has accumulated to $11,127.11. The number of whole years remaining in

   the guarantee period is 3.

- -  On May 1, 2002 the interest rate declared by Pruco Life for a guarantee

   period of 4 years (the number of whole years remaining plus 1) is 5%.

The following computations would be made:

1) Calculate the Charge Free Amount. The Charge Free Amount is the interest

   credited in the contract in the previous contract year. This amount is

   $600.00. It is not subject to a Market Value Adjustment.

2) Subtract the Charge Free Amount from the Contract Value. The result is the

   amount subject to a Market Value Adjustment (MVA).

                         $11,127.11 - $600.00 = $10,527.11

3) Determine the Market Value Adjustment factor.

<Table>

<S> <C>  <C>

    N =  38

    I =  6% (0.06)

    J =  5% (0.05)

</Table>

    The MVA factor calculation would be: [(1.06)/(1.05 + .0025)] to the (38/12)

    power -1 = 0.02274
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4) Multiply the amount subject to a Market Value Adjustment by the factor

   calculated in Step 3.

                          $10,527.11 X 0.02274 = $239.39

5) Add together the Market Value Adjustment and the amount subject to the MVA.

                         $10,527.11 + $239.39 = $10,766.50

6) Add back the Charge Free Amount to get the total Contract Surrender Value.

                         $10,766.50 + $600.00 = $11,366.50



The MVA may not always be positive. Here is an example where it is negative.

- -  Suppose a contract owner made an invested purchase payment of $10,000 on July

   1, 2000 and received a guaranteed interest rate of 6% for 5 years. A request

   to surrender the contract is made on May 1, 2002. At the time, the Contract

   Value has accumulated to $11,127.11. The number of whole years remaining in

   the guarantee period is 3.

- -  On May 1, 2002 the interest rate declared by Pruco Life for a guarantee

   period of 4 years (the number of whole years remaining plus 1) is 7%.

The following computations would be made:

1) Calculate the Charge Free Amount. The Charge Free Amount is the interest

   credited in the contract in the previous contract year. This amount is

   $600.00. It is not subject to a Market Value Adjustment.

2) Subtract the Charge Free Amount from the Contract Value. The result is the

   amount subject to a Market Value Adjustment (MVA).

                         $11,127.11 - $600.00 = $10,527.11

3) Determine the Market Value Adjustment factor.

<Table>

<S> <C>  <C>

    N =  38

    I =  6% (0.06)

    J =  7% (0.07)

</Table>

   The MVA factor calculation would be: [(1.06)/(1.07+.0025)] to the (38/12)

   power -1 = -0.03644

4) Multiply the amount subject to a Market Value Adjustment by the factor

   calculated in Step 3.

                         $10,527.11 X -0.03644 = -$383.61

5) Add together the Market Value Adjustment and the amount subject to the MVA.

                         $10,527.11 - $383.61 = $10,143.50

6) Add back the Charge Free Amount to get the total Contract Surrender Value.

                         $10,143.50 + $600.00 = $10,743.50

MARKET VALUE ADJUSTMENT EXAMPLE

(PENNSYLVANIA)

The following will illustrate the application of the Market-Value Adjustment.

For simplicity, surrender charges are ignored in these hypothetical examples.

Positive market value adjustment

- -  Suppose a contract owner made an invested purchase payment of $10,000 on July

   1, 2000 and received a guaranteed interest rate of 6% for 5 years. A request

   to surrender the contract is made on May 1, 2002. At the time, the Contract

   Value has accumulated to $11,127.11. The number of whole years remaining in

   the guarantee period is 3.

- -  On May 1, 2002 the interest rate declared by Pruco Life for a guarantee

   period of 3 years (the number of whole years remaining) is 4%, and for a

   guarantee period of 4 years (the number of whole years remaining plus 1) is

   5%.

    The following computations would be made:

1) Calculate the Charge Free Amount. The Charge Free Amount is the interest

   credited in the contract in the previous contract year. This amount is

   $600.00. It is not subject to a Market Value Adjustment.

2) Subtract the Charge Free Amount from the Contract Value. The result is the

   amount subject to a Market Value Adjustment (MVA).

                         $11,127.11 - $600.00 = $10,527.11

3) Determine the Market Value Adjustment factor.

<Table>

<S> <C>  <C>

    N =  38

    I =  6% (0.06)



    J =  [(60/365) X 0.05] + [((365-60)/365) X 0.04] =

         0.0416

</Table>

   The MVA factor calculation would be: [(1.06)/(1.0416 + .0025)] to the (38/12)

power-1 = 0.04902
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4) Multiply the amount subject to a Market Value Adjustment by the factor

   calculated in Step 3.

                          $10,527.11 X 0.04902 = $516.04

5) Add together the Market Value Adjustment and the amount subject to the MVA.

                        $10,527.11 + $ 516.04 = $11,043.15

6) Add back the Charge Free Amount to get the total Contract Surrender Value.

                         $11,043.15 + $600.00 = $11,643.15

The MVA may not always be positive. Here is an example where it is negative.

- -  Suppose a contract owner made an invested purchase payment of $10,000 on July

   1, 2000 and received a guaranteed interest rate of 6% for 5 years. A request

   to surrender the contract is made on May 1, 2002. At the time, the Contract

   Value has accumulated to $11,127.11. The number of whole years remaining in

   the guarantee period is 3.

- -  On May 1, 2002 the interest rate declared by Pruco Life for a guarantee

   period of 3 years (the number of whole years remaining) is 7%, and for a

   guarantee period of 4 years (the number of whole years remaining plus 1) is

   8%.

The following computations would be made:

1) Calculate the Charge Free Amount. The Charge Free Amount is the interest

   credited in the contract in the previous contract year. This amount is

   $600.00. It is not subject to a Market Value Adjustment.

2) Subtract the Charge Free Amount from the Contract Value. The result is the

   amount subject to a Market Value Adjustment (MVA).

                         $11,127.11 - $600.00 = $10,527.11

3) Determine the Market Value Adjustment Factor.

<Table>

<S> <C>  <C>

    N =  38

    I =  6% (0.06)

    J =  [(60/365) X 0.08] + [((365 - 60)/365) X 0.07] =

         0.0716

</Table>

   The MVA Factor calculation would be: [(1.06)/(1.0716 + .0025)] to the (38/12)

power-1 = -0.04098

4) Multiply the amount subject to a Market Value Adjustment by the factor

   calculated in Step 3.

                         $10,527.11 X -0.04098 = -$431.40

5) Add together the Market Value Adjustment and the amount subject to the MVA.

                         $10,527.11 - $431.40 = $10,095.71

6) Add back the Charge Free Amount to get the total Contract Surrender Value.

                         $10,095.71 + $600.00 = $10,695.71
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IRA DISCLOSURE STATEMENT

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

This statement is designed to help you understand the requirements of federal

tax law which apply to your individual retirement annuity (IRA), your Roth IRA,

your simplified employee pension IRA (SEP) for employer contributions, your

Savings Incentive Match Plan for Employees (SIMPLE) IRA, or to one you purchase

for your spouse. You can obtain more information regarding your IRA either from

your sales representative or from any district office of the Internal Revenue

Service. Those are federal tax law rules; state tax laws may vary.

FREE LOOK PERIOD

The annuity contract offered by this prospectus gives you the opportunity to

return the contract for a full refund within 10 days (or whatever period is

required by applicable state law) after it is delivered. This is a more liberal

provision than is required in connection with IRAs. To exercise this "free-look"

provision, return the contract to the representative who sold it to you or to

the Prudential Annuity Service Center at the address shown on the first page of

this prospectus.

ELIGIBILITY REQUIREMENTS

IRAs are intended for all persons with earned compensation whether or not they

are covered under other retirement programs. Additionally, if you have a

non-working spouse (and you file a joint tax return), you may establish an IRA

on behalf of your non-working spouse. A working spouse may establish his or her

own IRA. A divorced spouse receiving taxable alimony (and no other income) may

also establish an IRA.

CONTRIBUTIONS AND DEDUCTIONS

Contributions to your IRA will be deductible if you are not an "active

participant" in an employer maintained qualified retirement plan or you have

"Adjusted Gross Income" (as defined under Federal tax laws) which does not

exceed the "applicable dollar limit." IRA (or SEP) contributions must be made by

no later than the due date for filing your income tax return for that year,

excluding extensions (generally by April 15th). For a single taxpayer, the

applicable dollar limitation is $34,000 in 2002, with the amount of IRA

contribution which may be deducted reduced proportionately for Adjusted Gross

Income between $34,000 -- $44,000. For married couples filing jointly, the

applicable dollar limitation is $54,000, with the amount of IRA contribution

which may be deducted reduced proportionately for Adjusted Gross Income between

$54,000-$64,000. There is no deduction allowed for IRA contributions when

Adjusted Gross Income reaches $44,000 for individuals and $64,000 for married

couples filing jointly. Income limits are scheduled to increase until 2006 for

single taxpayers and 2007 for married taxpayers.

   Contributions made by your employer to your SEP are excludable from your

gross income for tax purposes in the calendar year for which the amount is

contributed. Certain employees who participate in a SEP will be entitled to

elect to have their employer make contributions to their SEP on their behalf or

to receive the contributions in cash. If the employee elects to have

contributions made on the employee's behalf to the SEP, those funds are not

treated as current taxable income to the employee. Elective deferrals under a

SEP are limited to $11,000 in 2002 with a permitted catch-up contribution of

$1,000 for individuals age 50 and above. Contribution and catch-up contribution

limits are scheduled to increase through 2006 and are indexed for inflation

thereafter. Salary-reduction SEPs (also called "SARSEPs") are available only if

at least 50% of the employees elect to have amounts contributed to the SARSEP

and if the employer has 25 or fewer employees at all times during the preceding

year. New SARSEPs may not be established after 1996.

   The IRA maximum annual contribution and your tax deduction is limited to the

lesser of: (1) the maximum amount allowed by law, including catch-up

contributions if applicable, or (2) 100% of your earned compensation.

Contributions in excess of these limits may be subject to penalty. See below.

   Under a SEP agreement, the maximum annual contribution which your employer

may make on your behalf to a SEP contract that is excludable from your income is

the lesser of 25% of your salary or $40,000 in 2002. An employee who is a

participant in a SEP

                                                                              97

IRA DISCLOSURE STATEMENT CONTINUED

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

                                                                         PART II



STRATEGIC PARTNERS HORIZON ANNUITY PROSPECTUS  SECTIONS 1-9

agreement may make after-tax contributions to the SEP contract, subject to the

contribution limits applicable to IRAs in general. Those employee contributions

will be deductible subject to the deductibility rules described above.

   The maximum tax deductible annual contribution that a divorced spouse with no

other income may make to an IRA is the lesser of (1) the maximum amount allowed

by law, including catch-up contributions if applicable or (2) 100% of taxable

alimony.

   If you or your employer should contribute more than the maximum contribution

amount to your IRA or SEP, the excess amount will be considered an "excess

contribution." You are permitted to withdraw an excess contribution from your

IRA or SEP before your tax filing date without adverse tax consequences. If,

however, you fail to withdraw any such excess contribution before your tax

filing date, a 6% excise tax will be imposed on the excess for the tax year of

contribution.

   Once the 6% excise tax has been imposed, an additional 6% penalty for the

following tax year can be avoided if the excess is (1) withdrawn before the end

of the following year, or (2) treated as a current contribution for the

following year. (See PREMATURE DISTRIBUTIONS below for penalties imposed on

withdrawal when the contribution exceeds the maximum amount allowed by law,

including catch-up contributions if applicable.)

IRA FOR NON-WORKING SPOUSE

If you establish an IRA for yourself, you may also be eligible to establish an

IRA for your "non-working" spouse. In order to be eligible to establish such a

spousal IRA, you must file a joint tax return with your spouse and, if your

non-working spouse has compensation, his/her compensation must be less than your

compensation for the year. Contributions of up to the maximum amount allowed by

law, including catch-up contributions if applicable may be made to your IRA and

the spousal IRA if the combined compensation of you and your spouse is at least

equal to the amount contributed. If requirements for deductibility (including

income levels) are met, you will be able to deduct an amount equal to the least

of (i) the amount contributed to the IRAs; (ii) twice the maximum amount allowed

by law, including catch-up contributions if applicable; or (iii) 100% of your

combined gross income.

   Contributions in excess of the contribution limits may be subject to penalty.

See above under "Contributions and Deductions." If you contribute more than the

allowable amount, the excess portion will be considered an excess contribution.

The rules for correcting it are the same as discussed above for regular IRAs.

   Other than the items mentioned in this section, all of the requirements

generally applicable to IRAs are also applicable to IRAs established for

non-working spouses.

ROLLOVER CONTRIBUTION

Once every year, you are permitted to withdraw any portion of the value of your

IRA or SEP and reinvest it in another IRA or bond. Withdrawals may also be made

from other IRAs and contributed to this contract. This transfer of funds from

one IRA to another is called a "rollover" IRA. To qualify as a rollover

contribution, the entire portion of the withdrawal must be reinvested in another

IRA within 60 days after the date it is received. You will not be allowed a

tax-deduction for the amount of any rollover contribution.

   A similar type of rollover to an IRA can be made with the proceeds of a

qualified distribution from a qualified retirement plan or tax-sheltered

annuity. Properly made, such a distribution will not be taxable until you

receive payments from the IRA created with it. Unless you were a self-employed

participant in the distributing plan, you may later roll over such a

contribution to another qualified retirement plan as long as you have not mixed

it with IRA (or SEP) contributions you have deducted from your income. (You may

roll less than all of a qualified distribution into an IRA, but any part of it

not rolled over will be currently includable in your income without any capital

gains treatment.) Beginning in 2002, the rollover options increase. Funds can be

rolled over from an IRA or SEP to another IRA or SEP or to another qualified

retirement plan or 457
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government plan even if additional contributions have been made to the account.



DISTRIBUTIONS

(a) PREMATURE DISTRIBUTIONS

At no time can your interest in your IRA or SEP be forfeited. To insure that

your contributions will be used for retirement, the federal tax law does not

permit you to use your IRA or SEP as security for a loan. Furthermore, as a

general rule, you may not sell or assign your interest in your IRA or SEP to

anyone. Use of an IRA (or SEP) as security or assignment of it to another will

invalidate the entire annuity. It then will be includable in your income in the

year it is invalidated and will be subject to a 10% tax penalty if you are not

at least age 59 1/2 or totally disabled. (You may, however, assign your IRA or

SEP without penalty to your former spouse in accordance with the terms of a

divorce decree.)

   You may surrender any portion of the value of your IRA (or SEP). In the case

of a partial surrender which does not qualify as a rollover, the amount

withdrawn will be includable in your income and subject to the 10% penalty if

you are not at least age 59 1/2 or totally disabled unless you comply with

special rules requiring distributions to be made at least annually over your

life expectancy.

   The 10% penalty tax does not apply to the withdrawal of an excess

contribution as long as the excess is withdrawn before the due date of your tax

return. Withdrawals of excess contributions after the due date of your tax

return will generally be subject to the 10% penalty unless the excess

contribution results from erroneous information from a plan trustee making an

excess rollover contribution or unless you are over age 59 1/2 or are disabled.

(b) DISTRIBUTION AFTER AGE 59 1/2

Once you have attained age 59 1/2 (or have become totally disabled), you may

elect to receive a distribution of your IRA (or SEP) regardless of when you

actually retire. In addition, you must commence distributions from your IRA by

April 1 following the year you attain age 70 1/2. You may elect to receive the

distribution under any one of the periodic payment options available under the

contract. The distributions from your IRA under any one of the periodic payment

options or in one sum will be treated as ordinary income as you receive them to

the degree that you have made deductible contributions. If you have made both

deductible and nondeductible contributions, the portion of the distribution

attributable to the nondeductible contribution will be tax-free.

(c) INADEQUATE DISTRIBUTIONS--50% TAX

Your IRA or SEP is intended to provide retirement benefits over your lifetime.

Thus, federal tax law requires that you either (1) receive a lump-sum

distribution of your IRA by April 1 of the year following the year in which you

attain age 70 1/2 or (2) start to receive periodic payments by that date. If you

elect to receive periodic payments, those payments must be sufficient to pay out

the entire value of your IRA during your life expectancy (or over the joint life

expectancies of you and your spouse/beneficiary.) The calculation is revised

under the IRS final regulations for distributions beginning in 2003 and are

optional for distributions in 2002. If the payments are not sufficient to meet

these requirements, an excise tax of 50% will be imposed on the amount of any

underpayment.

(d) DEATH BENEFITS

If you, (or your surviving spouse) die before receiving the entire value of your

IRA (or SEP), the remaining interest must be distributed to your beneficiary (or

your surviving spouse's beneficiary) in one lump-sum by December 31st of the

fifth year after your (or your surviving spouse's death, or applied to purchase

an immediate annuity for the beneficiary. This annuity must be payable over the

life expectancy of the beneficiary beginning by December 31 of the year

following the year after your or your spouse's death. If your spouse is the

designated beneficiary, he or she is treated as the owner of the IRA. If minimum

required distributions have begun and no designated beneficiary is identified by

September 30 of the year following the year of death, the entire amount must be

distributed
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based on the life expectancy of the owner using the owner's age prior to death.

A distribution of the balance of your IRA upon your death will not be considered

a gift for federal tax purposes, but will be included in your gross estate for

purposes of federal estate taxes.



ROTH IRAS

Section 408A of the Code permits eligible individuals to contribute to a type of

IRA known as a "Roth IRA." Contributions may be made to a Roth IRA by taxpayers

with adjusted gross incomes of less than $160,000 for married individuals filing

jointly and less than $110,000 for single individuals. Married individuals

filing separately are not eligible to contribute to a Roth IRA. The maximum

amount of contributions allowable for any taxable year to all Roth IRAs

maintained by an individual is generally the lesser of the maximum amount

allowed by law and 100% of compensation for that year (the maximum amount

allowed by law is phased out for incomes between $150,000 and $160,000 for

married and between $95,000 and $110,000 for singles). The contribution limit is

reduced by the amount of any contributions made to a non-Roth IRA. Contributions

to a Roth IRA are not deductible.

   For taxpayers with adjusted gross income of $100,000 or less, all or part of

amounts in a non-Roth IRA may be converted, transferred or rolled over to a Roth

IRA. Some or all of the IRA value will typically be includable in the taxpayer's

gross income. If such a rollover, transfer or conversion occurred before January

1, 1999, the portion of the amount includable in gross income must be included

in income ratably over the next four years beginning with the year in which the

transaction occurred. Provided a rollover contribution meets the requirements of

IRAs under Section 408(d)(3) of the Code, a rollover may be made from a Roth IRA

to another Roth IRA.

   UNDER SOME CIRCUMSTANCES, IT MAY NOT BE ADVISABLE TO ROLL OVER, TRANSFER OR

CONVERT ALL OR PART OF A NON-ROTH IRA TO A ROTH IRA. PERSONS CONSIDERING A

ROLLOVER, TRANSFER OR CONVERSION SHOULD CONSULT THEIR OWN TAX ADVISOR.

   "Qualified distributions" from a Roth IRA are excludable from gross income. A

"qualified distribution" is a distribution that satisfies two requirements: (1)

the distribution must be made (a) after the owner of the IRA attains age 59 1/2;

(b) after the owner's death; (c) due to the owner's disability; or (d) for a

qualified first time homebuyer distribution within the meaning of Section

72(t)(2)(F) of the Code; and (2) the distribution must be made in the year that

is at least five tax years after the first year for which a contribution was

made to any Roth IRA established for the owner or five years after a rollover,

transfer, or conversion was made from a non-Roth IRA to a Roth IRA.

Distributions from a Roth IRA that are not qualified distributions will be

treated as made first from contributions and then from earnings, and taxed

generally in the same manner as distributions from a non-Roth IRA.

   Distributions from a Roth IRA need not commence at age 70 1/2. However, if

the owner dies before the entire interest in a Roth IRA is distributed, any

remaining interest in the contract must be distributed under the same rules

applied to traditional IRAs where death occurs before the required beginning

date.

REPORTING TO THE IRS

Whenever you are liable for one of the penalty taxes discussed above (6% for

excess contributions, 10% for premature distributions or 50% for underpayments),

you must file Form 5329 with the Internal Revenue Service. The form is to be

attached to your federal income tax return for the tax year in which the penalty

applies. Normal contributions and distributions must be shown on your income tax

return for the year to which they relate.
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ITEM 13. OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION

REGISTRATION FEES

Pruco Life is registering $500 million of interests in the market value adjusted

annuity contracts described in this registration statement. Pruco Life has paid

$46,000 to the SEC for the registration fees required under the Securities Act

of 1933.

FEDERAL TAXES

Pruco Life Insurance Company estimates the federal tax effect associated with

the deferred acquisition costs attributable to receipt of $500 million of

purchase payments over a two year period to be approximately $4 million.

STATE TAXES

Pruco Life estimates that approximately $14,000 in premium taxes will be owed



upon receipt of purchase payments under the contracts, and that additional

premium taxes in the approximate amount of $773,000 would be owed if the full

$500 million of purchase payments were applied to annuity options.

PRINTING COSTS

Pruco Life estimates that the cost of printing prospectuses for the amount of

securities registered herein will be approximately $30,000.

LEGAL COSTS

This registration statement was prepared by Prudential attorneys whose time is

allocated to Pruco Life.

ACCOUNTING COSTS

PricewaterhouseCoopers LLC, the independent public accountant that audits Pruco

Life's financial statements, charges approximately $4,000 in connection with

each filing of this registration statement with the Commission.

PREMIUM PAID TO INDEMNIFY OFFICERS

Officers and Directors of Pruco Life Insurance Company are indemnified under a

policy that also covers officers and directors of other entities controlled by

Prudential Financial, Inc. A portion of the cost of that policy is attributed to

Pruco Life.

ITEM 14. INDEMNIFICATION OF DIRECTORS AND OFFICERS

The Registrant, in connection with certain affiliates, maintains various

insurance coverages under which the underwriter and certain affiliated persons

may be insured against liability which may be incurred in such capacity, subject

to the terms, conditions and exclusions of the insurance policies.

Arizona, being the state of organization of Pruco Life Insurance Company

("Pruco"), permits entities organized under its jurisdiction to indemnify

directors and officers with certain limitations. The relevant provisions of

Arizona law permitting indemnification can be found in Section 10-850, et seq.

of the
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Arizona Statutes Annotated. The text of Pruco's By-law, Article VIII which

relates to indemnification of officers and directors, is incorporated by

reference to Exhibit 3(ii) to its Form 10-Q, filed August 15, 1997.

Insofar as indemnification for liabilities arising under the Securities Act of

1933 may be permitted to directors, officers and controlling persons of the

Registrant pursuant to the foregoing provisions or otherwise, the Registrant has

been advised that in the opinion of the Securities and Exchange Commission such

indemnification is against public policy as expressed in the Act and is

therefore, unenforceable. In the event that a claim for indemnification against

such liabilities (other than the payment by the Registrant of expenses incurred

or paid by a director, officer or controlling person of the Registrant in the

successful defense of any action, suit or proceeding) is asserted by such

director, officer or controlling person in connection with the securities being

registered, the Registrant will, unless in the opinion of its counsel the matter

has been settled by controlling precedent, submit to a court of appropriate

jurisdiction the question whether such indemnification by it is against public

policy as expressed in the Act and will be governed by the final adjudication of

such issue.

ITEM 15.  RECENT SALES OF UNREGISTERED SECURITIES

Not Applicable

ITEM 16. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(a) EXHIBITS

(1)    Form of a Distribution Agreement between Prudential Investment

         Management Services, Inc., ("PIMS") (Principal Underwriter) and Pruco

         Life Insurance Company (Depositor). (Note 2)

(1A)   Amendment No. 1 to Distribution Agreement between PIMS and Pruco Life

       Insurance Company. (Note 1)

(3A)   Articles of Incorporation of Pruco Life Insurance Company, as amended

       October 19, 1993. (Note 6)

(3B)   By-Laws of Pruco Life Insurance Company, as amended May 6, 1997. (Note

       7)



(4)    Form of Contract (Note 1)

(4)(a) Form of Application (Note 1)

23(A)  Written consent of PricewaterhouseCoopers LLP, independent accountants.

       (Note 1)

23(B)  Opinion of Counsel as to the legality of the securities being

       registered. (Note 1)

(24)   Powers of Attorney:

       (a)      Vivian L. Banta, Richard J. Carbone, Helen M. Galt

                (Note 3)

       (b)      James J. Avery, Jr. (Note 4)

       (c)      David R. Odenath, Jr., William J. Eckert and Ronald P. Joelson

                (Note 5)

(Note 1) Filed herewith.

(Note 2) Incorporated by reference to Post Effective Amendment No. 4 on Form

S-1, Registration No. 33-61143, filed April 15, 1999, on behalf the Pruco Life

Insurance Company.
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(Note 3) Incorporated by reference to Post-Effective Amendment No. 5 to Form

S-6, Registration No. 333-85115, filed on or about June 28, 2001 on behalf of

the Pruco Life Variable Universal Account.

(Note 4) Incorporated by reference to Post-Effective Amendment No. 2 to Form

S-6, Registration No. 333-07451, filed June 25, 1997 on behalf of the Pruco Life

Variable Appreciable Account.

(Note 5) Incorporated by reference to initial Registration on Form N-4,

Registration No. 333-52754, filed December 26, 2000 on behalf of the Pruco Life

Flexible Premium Variable Annuity Account.

(Note 6) Incorporated by reference to Form S-6, Registration No. 333-07451,

filed July 2, 1996, on behalf of the Pruco Life Variable Appreciable Account.

(Note 7) Incorporated by reference to Form 10-Q, Registration No. 033-37587,

filed August 15, 1997, on behalf of the Pruco Life Insurance Company.

ITEM 17. UNDERTAKINGS

The undersigned registrant hereby undertakes:

(1) To file, during any period in which offers or sales are being made, a

post-effective amendment to this registration statement:

         (i)      To include any prospectus required by section 10 (a)(3) of the

                  Securities Act of 1933;

         (ii)     To reflect in the prospectus any facts or events arising after

                  the effective date of the registration statement (or the most

                  recent post-effective amendment thereof) which, individually

                  or in the aggregate, represent a fundamental change in the

                  information in the registration statement

         (iii)    To include any material information with respect to the plan

                  of distribution not previously disclosed in the registration

                  statement or any material change to such information in the

                  registration statement;

(2)      That, for the purpose of determining any liability under the Securities

         Act of 1933, each such post-effective amendment shall be deemed to be a

         new registration statement relating to the securities offered therein,

         and the offering of such securities at that time shall be deemed to be

         the initial bona fide offering thereof.

(3)      To remove from registration by means of a post-effective amendment any

         of the securities being registered which remain unsold at the

         termination of the offering.

(4)      Insofar as indemnification for liabilities arising under the Securities

         Act of 1933 may be permitted to directors, officers and controlling

         persons of the registrant pursuant to the foregoing provisions, or

         otherwise, the registrant has been advised that in the opinion of the



         Securities and Exchange Commission such indemnification is against

         public policy as expressed in the Act and is, therefore, unenforceable.

         In the event that a claim for indemnification against such liabilities

         (other than the payment by the registrant of expenses incurred or paid

         by a director, officer or controlling person of the registrant in the

         successful defense of any action, suit or proceeding) is asserted by

         such director, officer or controlling person in connection with the

         securities being registered, the registrant will, unless in the opinion

         of its counsel the matter has been settled by controlling precedent,

         submit to a court of appropriate jurisdiction the question whether such

         indemnification by it is against public policy as expressed in the Act

         and will be governed by the final adjudication of such issue.
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                                   SIGNATURES

     Pursuant to the requirements of the Securities Act of 1933, the Registrant

has duly caused this Registration Statement to be signed on its behalf by the

undersigned, thereunto duly authorized, in the City of Newark, State of New

Jersey, on this 20 day of September 2002.

                                                  PRUCO LIFE INSURANCE COMPANY

                                                  (Registrant)

                                                  By: /s/ ANDREW J. MAKO

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

                                                  ANDREW J. MAKO

                                                  EXECUTIVE VICE PRESIDENT

     Pursuant to the requirements of the Securities Act of 1933, this

Registration Statement has been signed by the following persons in the

capacities and on the date indicated.

                               SIGNATURE AND TITLE

<TABLE>

<CAPTION>

<S>                                                              <C>

             /s/*                                                September 20, 2002

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

                 VIVIAN L. BANTA

                 PRESIDENT AND CHAIRMAN

             /s/*                                                *By: /s/ C. CHRISTOPHER SPRAGUE

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

                 WILLIAM J. ECKERT, IV                           C. CHRISTOPHER SPRAGUE

                 VICE PRESIDENT AND CHIEF                        (ATTORNEY-IN-FACT)

                 ACCOUNTING OFFICER,(PRINCIPAL

                 FINANCIAL OFFICER

             /s/*

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

                 RONALD P. JOELSON

                 DIRECTOR

             /s/*

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

                 RICHARD J. CARBONE

                 DIRECTOR
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                                                                      EXHIBIT 1a

                    AMENDMENT No. 1 TO DISTRIBUTION AGREEMENT

This is an amendment, dated _________, 2002, to the Distribution Agreement,

dated May 28, 1999 (the "Original Agreement") between Pruco Life Insurance

Company ("Pruco Life") and Prudential Investment Management Services LLC

("PIMS").

WHEREAS, the Original Agreement sets forth the terms and conditions under which

PIMS distributes certain annuity contracts issued by Pruco Life; and

WHEREAS, Pruco Life issues certain market value adjusted annuity contracts

("MVAs") that are registered under the Securities Act of 1933, and may in the

future issue one or more other classes of MVA; and

WHEREAS, Pruco Life and PIMS wish to clarify that the terms and conditions of

the Original Agreement apply not only to variable annuity contracts registered

on SEC Form N-4, but also to MVAs registered on either SEC Form S-1 or SEC Form

S-3; and

NOW, THEREFORE, for good and valuable consideration, the sufficiency of which is

hereby acknowledged, Pruco Life and PIMS agree as follows:

      1. SCOPE OF ORIGINAL AGREEMENT

The Original Agreement is hereby amended, so that its terms and conditions apply

to both variable annuities issued by Pruco Life and to MVAs issued by Pruco

Life. In all other respects, the terms of the Original Agreement remain intact.

The parties have caused this amendment to be executed as of the day and year

first above written.

PRUCO LIFE INSURANCE COMPANY

By:  _________________________________

Name:  Andrew J. Mako

Title: Executive Vice President

PRUDENTIAL INVESTMENT MANAGEMENT SERVICES LLC

By:  _________________________________

Name:  Robert F. Gunia

Title: President



                                                                       EXHIBIT 4

[PRUDENTIAL FINANCIAL LOGO]

                                        [PRUDENTIAL FINANCIAL LOGO]

                                        Pruco Life Insurance Company

                                        Phoenix, Arizona 85014

                                        a Prudential Company

This is an annuity contract. Subject to the provisions of the Contract, and in

consideration of the Purchase Payments you make and we accept, we will make

Annuity Payments starting on the Annuity Date shown on the Contract Data pages.

A death benefit is payable before the Annuity Date.

PAYMENTS AND VALUES PROVIDED UNDER THIS CONTRACT ARE SUBJECT TO A MARKET VALUE

ADJUSTMENT FORMULA, THE OPERATION OF WHICH MAY RESULT IN UPWARD AND DOWNWARD

ADJUSTMENTS IN AMOUNTS PAYABLE AND ARE NOT GUARANTEED. THE MARKET VALUE

ADJUSTMENT APPLIES TO WITHDRAWALS AND AMOUNTS APPLIED TO PURCHASE AN ANNUITY.

HOWEVER, SUCH PAYMENTS MADE BY US WITHIN THE 30 DAYS PRIOR TO THE END OF A

GUARANTEED INTEREST RATE PERIOD, PAYMENT OF THE CHARGE-FREE AMOUNT, AND DEATH

BENEFIT PAID DURING THE ACCUMULATION PHASE ARE NOT SUBJECT TO A MARKET VALUE

ADJUSTMENT. SEE PAGE 10 FOR MARKET VALUE ADJUSTMENT PROVISION.

Please read the Contract carefully; it is a legal contract between you and Pruco

Life Insurance Company. If you have a question about the Contract, or a claim,

see your representative or contact the Annuity Service Center at

[1-888-PRU-2888.]

RIGHT TO CANCEL CONTRACT

This Contract may be returned within 10 days (15 days in Colorado; 20 days in

Idaho and North Dakota; and, if you are 60 years of age or older, 30 days in

California) after you receive it. The Contract may be mailed or delivered to the

Annuity Service Center, or to the representative who sold it to you. Return of

this Contract by mail is effective on being postmarked, properly addressed and

postage prepaid. The returned Contract will be canceled upon our receipt, and we

will return your money in accordance with applicable law. A Market Value

Adjustment will not be applied to the amount paid during the Right to Cancel

period.

                          READ YOUR CONTRACT CAREFULLY

Signed for Pruco Life Insurance Company,

an Arizona Corporation.

/s/ CLIFFORD E. KIRSCH

        Secretary                                           President

            INDIVIDUAL MULTIPLE PURCHASE PAYMENT MODIFIED GUARANTEED

                            DEFERRED ANNUITY CONTRACT

                                NONPARTICIPATING

MVA-2002

                                TABLE OF CONTENTS

<TABLE>

<S>                                                                         <C>

CONTRACT DATA PAGES...........................................................3

DEFINITIONS...................................................................5

PURCHASE PAYMENTS.............................................................8

CONTRACT VALUE................................................................8

SUBSEQUENT GUARANTEED INTEREST RATE PERIODS...................................9

MARKET VALUE ADJUSTMENT......................................................10



WITHDRAWALS..................................................................11

BENEFICIARY..................................................................12

DEATH BENEFIT................................................................13

GENERAL PROVISIONS...........................................................14

VALUES AND BENEFITS..........................................................15

ANNUITY AND SETTLEMENT OPTIONS...............................................16

ANNUITY SETTLEMENT TABLES....................................................17

</TABLE>

                                       2

                                  CONTRACT DATA

OWNER:           [John Doe]                   SEX: [M]      AGE AT ISSUE:   [35]

JOINT OWNER:     [Mary Doe]                   SEX: [F]      AGE AT ISSUE:   [35]

ANNUITANT:       [Jack Doe]                   SEX: [M]      AGE AT ISSUE:   [35]

CO-ANNUITANT:    [Mary Doe]                   SEX: [F]      AGE AT ISSUE:   [35]

CONTRACT NUMBER: [12345]                      CONTRACT DATE: [September 1, 2002]

PLAN TYPE:       [Non-Qualified]              ANNUITY DATE:  [September 1, 2062]

INITIAL PURCHASE PAYMENT: [$5,000.00]

INITIAL PURCHASE PAYMENT LIMIT: The initial Purchase Payment made into this

Contract may not exceed [$5,000,000]. Purchase Payments of greater value may be

allowed with our prior approval.

MINIMUM SUBSEQUENT PURCHASE PAYMENT: [$1,000]

AGGREGATE PURCHASE PAYMENT LIMIT: The total of all Purchase Payments made into

this Contract may not exceed [$10,000,000]. Purchase Payments of greater value

may be allowed with our prior approval.

INITIAL GUARANTEED INTEREST RATE PERIOD: [1-10] Contract Years

INITIAL GUARANTEED INTEREST RATE: [xxxxx]% annually for the first [1-10]

Contract Years

GUARANTEED MINIMUM INTEREST RATE: [3%]

[ ADDITIONAL INTEREST RATE CREDIT

In the first Contract Year, we will increase the initial Guaranteed Interest

Rate based on the amount of the initial Purchase Payment. [ An Additional

Interest Rate Credit is not available for a one-year or three-year Guaranteed

Interest Rate Period. ] The Additional Interest Rate Credit is based on the

initial Purchase Payment, and is equal to the corresponding percentage listed

below. ]

                  [INITIAL PURCHASE     ADDITIONAL INTEREST RATE

                   PAYMENT AMOUNT           CREDIT PERCENTAGE

                    $0 - $24,999                  0.0%

                  $25,000 - $74,999               0.5%

                      $75,000 +                  1.0% ]

BENEFICIARY:

     As designated by Owner at Contract Date unless changed in accordance with

     the Contract provisions.
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WITHDRAWALS:

     WITHDRAWAL CHARGE: The Withdrawal Charge is a percentage of the amount

     withdrawn that is subject to a charge. For the initial Guaranteed Interest

     Rate Period, the Withdrawal Charge Period is [equal in duration to the



     number of years in the initial Guaranteed Interest Rate Period and the

     Withdrawal Charge Percentage depends on the number of Contract

     Anniversaries that have elapsed since the initial Purchase Payment was

     made.] After the initial Guaranteed Interest Rate Period, the first

     subsequent Guaranteed Interest Rate Period will begin a new Withdrawal

     Charge Period equal to the number of years in the new Guaranteed Interest

     Rate Period. No Withdrawal Charge will apply beginning with the second

     subsequent Guaranteed Interest Rate Period. The Withdrawal Charge schedule

     is shown below.

<TABLE>

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

<S>                                           <C>  <C>   <C>  <C>   <C>  <C>  <C>   <C>  <C>   <C>  <C>

 [Number of Contract Anniversaries Since

       Initial Purchase Payment or             0    1     2    3     4    5    6     7    8     9   10+

 Start of the First Subsequent GIR Period

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

  Withdrawal Charge Percentage if

             Annuitant                         7%    7%   7%    6%   5%   5%    4%   3%    2%   1%   0%

 Is Age 84 or less on Contract Date

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

  Withdrawal Charge Percentage if

             Annuitant                         7%    7%   7%    6%   5%   4%    3%   2%    1%   0%   0%]

     Is Age 85 on Contract Date

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

</TABLE>

     CHARGE-FREE AMOUNT: After the first Contract Year, you may withdraw an

     amount equal to the interest credited in the prior Contract Year without

     incurring a Withdrawal Charge or Market Value Adjustment.

     MINIMUM AMOUNT WHICH MAY BE WITHDRAWN: The minimum amount that may be

     withdrawn is [$250]. The minimum amount that may be withdrawn under an

     automated withdrawal plan is [$100].

     MINIMUM CONTRACT VALUE THAT MUST REMAIN IN THE CONTRACT AFTER A WITHDRAWAL:

     The minimum Contract Value that must remain in the Contract in order to

     keep the Contract inforce after a withdrawal is [$2,000].

ENDORSEMENTS:

     [Individual Retirement Annuity Endorsement]

     ANNUITY SERVICE CENTER:

     [Annuity Service Center

     P.O. Box 7960

     Philadelphia, PA 19101]
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                                   DEFINITIONS

ACCUMULATION PERIOD: The period before the Annuity Date and during the lifetime

of the Owner or Joint Owner, if applicable.

ADDITIONAL INTEREST RATE CREDIT: An increase to your Guaranteed Interest Rate

that is credited in the first Contract Year, or in the first year of the first

subsequent GIR Period. The Additional Interest Rate Credit applicable in the

first Contract Year is shown on the Contract Data pages and is based on the

value of your initial Purchase Payment. We will notify you before the end of the

initial GIR period of the Additional Interest Rate Credit applicable for the

first subsequent GIR Period.

ADJUSTED CONTRACT VALUE: The Contract Value as of the Annuity Date less any

applicable Premium Tax Charge, Withdrawal Charge, and Market Value Adjustment.

This amount is applied to the applicable annuity table to determine the initial

Annuity Payment.

ANNUITANT: The person named on the Contract Data pages, unless subsequently

changed, upon whose continuation of life an Annuity Payment involving life

contingencies depends. If the Annuitant dies before the Annuity Date, the

Co-Annuitant, if applicable, becomes the Annuitant, if the requirements for

changing the Annuity Date are met (see definition of Annuity Date). If there is

no surviving or eligible Co-Annuitant, and the Annuitant is not the Owner, the

Owner becomes the Annuitant upon the death of the Annuitant. You then have 60

days from the date we receive Due Proof of Death of the Annuitant or

Co-Annuitant to name a new Annuitant. If no new Annuitant is named during that

60-day period, the Owner will remain the Annuitant. With our prior approval, you

may change, add or remove an Annuitant or Co-Annuitant.



ANNUITY DATE: The date the first Annuity or Settlement Payment to the Payee is

due. The Annuity Date is shown on the Contract Data pages. You must have our

permission to change the Annuity Date. If there is a new Annuitant due to the

death of the prior Annuitant or assignment of the Contract, and the new

Annuitant is older than the prior Annuitant, the Annuity Date will be based on

the age of the new Annuitant. If the new Annuitant is younger than the prior

Annuitant, the Annuity Date will not change. Any such changed Annuity Date

cannot be earlier than the second Contract anniversary, or later than the

Contract Anniversary next following the new Annuitant's 95th birthday and must

be consistent with applicable law at the time.

ANNUITY OR SETTLEMENT PAYMENTS: The series of payments made to you or any named

Payee after the Annuity Date as described under the Annuity or Settlement option

selected.

ANNUITY PERIOD: The period of time, beginning on the Annuity Date, during which

Annuity or Settlement Payments are made.

ANNUITY SERVICE CENTER: The office indicated on the Contract Data pages to which

notices, requests and Purchase Payments must be sent. The Annuity Service Center

address may be changed at any time. You will be notified in advance and in

writing of any change in address.

BENEFICIARY: The person(s) or entity(ies) who has the right to receive the death

benefit when the Owner or Joint Owner dies. The Owner must be the primary

Beneficiary of the Joint Owner, and the Joint Owner must be the primary

Beneficiary of the Owner.

BUSINESS DAY: Any day the Company is open for business.

CHARGE-FREE AMOUNT: The Charge-Free Amount is a portion of the Contract Value

that may be withdrawn without incurring a Withdrawal Charge or Market Value

Adjustment.

CO-ANNUITANT: The person shown on the Contract Data pages who becomes the

Annuitant upon the death of the Annuitant before the Annuity Date. No

Co-Annuitant may be designated if the Owner is a non-natural person.

COMPANY: Pruco Life Insurance Company, an Arizona corporation.
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CONTRACT ANNIVERSARY: The same day and month as the Contract Date in each later

year.

CONTRACT DATE: The date shown on the Contract Data pages on which the first

Contract Year begins.

CONTRACT SURRENDER VALUE: The Contract Value less any applicable Premium Tax

Charge, Withdrawal Charge, and Market Value Adjustment.

CONTRACT VALUE: The dollar value prior to the Annuity Date of all amounts

accumulated under this Contract.

CONTRACT YEAR: A year that starts on the Contract Date or on a Contract

Anniversary.

DUE PROOF OF DEATH: An original certified copy of an official death certificate,

an original certified copy of a decree of a court of competent jurisdiction as

to the finding of death, and/or any other proof of death satisfactory to us.

EARNINGS: The excess of the Contract Value over the sum of the Purchase Payments

made and not yet withdrawn.

ELIGIBLE HOSPITAL: An institution that meets either of the following

requirements:

          1.   is accredited as a hospital under the Hospital Accreditation

               Program of the Joint Commission on Accreditation of Healthcare

               Organizations; or

          2.   is legally operated, has 24-hour a day supervision by a staff of

               doctors, has 24-hour a day nursing service by registered graduate

               nurses, and either:

               (a)  mainly provides general inpatient medical care and treatment

                    of sick and injured persons by the use of medical,

                    diagnostic and major surgical facilities. All such

                    facilities are located in it or are under its control; or

               (b)  mainly provides specialized inpatient medical care and

                    treatment of sick or injured persons by the use of medical

                    and diagnostic facilities (including x-ray and laboratory).



                    All such facilities are located in it, are under its

                    control, or are available to it under a written agreement

                    with a hospital (as defined above) or with a specialized

                    provider of these facilities.

     An Eligible Hospital is not an institution, or part of one, that: (a)

     furnishes mainly homelike or custodial care, or training in the routines of

     daily living; or (b) is mainly a school.

ELIGIBLE NURSING HOME: An institution or special nursing unit of a hospital that

meets at least one of the following requirements:

     1.   is Medicare approved as a provider of skilled nursing care services;

          or

     2.   operates pursuant to law as a skilled nursing home or as an

          intermediate care facility by the state in which it is located; or

     3.   meets all the following requirements:

               (a)  is licensed as a nursing home by the state in which it is

                    located; and

               (b)  its main function is to provide skilled, intermediate, or

                    custodial nursing care; and

               (c)  is engaged in providing continuous room and board

                    accommodations to 3 or more persons; and

               (d)  is under the supervision of a registered nurse (RN) or

                    licensed practical nurse (LPN); and

               (e)  maintains a daily medical record of each patient; and

               (f)  maintains control and records for all medications dispensed.
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FIRST TO DIE: "First to Die" as referenced in this Contract means the first

person to die of the Owner or Joint Owner, if applicable.

GUARANTEED INTEREST RATE OR GIR: Is the rate of interest guaranteed for a GIR

Period. The GIR is shown on the Contract Data pages for the initial GIR Period.

We will notify you at your last known address of the subsequent GIR Period

options and the corresponding Guaranteed Interest Rates offered by us at that

time. The declared rate may be higher or lower than the GIR for the preceding

GIR Period, but will never be less than the Guaranteed Minimum Interest Rate

shown on the Contract Data pages.

GUARANTEED INTEREST RATE PERIOD OR GIR PERIOD: Is the period of years during

which the GIR applies. The initial GIR Period is shown on the Contract Data

pages and begins on the Contract Date. Any subsequent GIR Period will begin on

the first day following the expiration date of the GIR Period then in effect.

GOOD ORDER: An instruction received at the Annuity Service Center, utilizing

such forms, signatures and datings as we require, that is sufficiently complete

and clear that we do not need to exercise any discretion to follow such

instructions. We will notify you if an instruction is not in Good Order.

JOINT OWNER: The Joint Owner, if any, is named on the Contract Data pages as the

Joint Owner, who shares ownership rights with the Owner as defined under this

Contract. You may add, change or remove a Joint Owner, subject to our

underwriting rules. The Contract may never have more than one Joint Owner. No

Joint Owner is permitted for IRAs or other qualified contracts.

MARKET VALUE ADJUSTMENT OR MVA: Is the amount by which any portion of the

Contract Value, in excess of the Charge-Free Amount, is adjusted if withdrawn or

annuitized more than 30 days prior to the end of the Guaranteed Interest Rate

Period. A Market Value Adjustment can be a positive or negative adjustment.

OWNER: The person or entity named on the Contract Data pages who has ownership

rights as defined under the Contract provided that, if a Joint Owner is named,

the Owner shares ownership rights with the Joint Owner. You may change the Owner

subject to our underwriting rules. Any change of an Owner will be effective when

we process the request.

PAYEE: The person who has a right to receive Annuity or Settlement Payments

under the Annuity and Settlement Options provision of this Contract. The Payee

can be designated as revocable or irrevocable at your discretion. If you do not

designate a Payee at least 5 Business Days before the Annuity Date, the Owner

will become the Payee.

PREMIUM TAX CHARGE: A charge that may be deducted from the Purchase Payment or

Contract Value for premium taxes owed by us to any governmental entity.



PURCHASE PAYMENT: The payment you make to this Contract that is accepted by us.

The initial Purchase Payment is made on the Contract Date. Subsequent Purchase

Payments may be made during the 30 day period prior to the end of a GIR Period.

TERMINALLY ILL: We consider someone terminally ill who has a life expectancy of

twelve months or less. Proof of Terminal Illness must include a certification by

a licensed physician.

WE, OUR AND US: Pruco Life Insurance Company.

WITHDRAWAL CHARGE: A charge assessed on partial or full withdrawals or upon the

Annuity Date (depending on the payout option chosen) during the Withdrawal

Charge Period. The Withdrawal Charge equals a percentage of the amount withdrawn

that is subject to a charge. The Withdrawal Charges are shown on the Contract

Data pages.
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WITHDRAWAL CHARGE PERIOD: The period of time during the Accumulation Period,

during which we may impose a Withdrawal Charge. Withdrawal Charges are applied

to withdrawals of amounts in the Contract. The Withdrawal Charge Period is shown

on the Contract Data pages.

YOU AND YOUR: The Owner of the Contract if there is no Joint Owner. If there is

a Joint Owner, the Owner and Joint Owner acting together. If we receive written

authorization in Good Order from both the Owner and Joint Owner, upon our

consent we will allow either to represent the entire ownership interest in the

Contract, until either party has revoked that authorization. This Contract will

treat the Owner as having contributed 100% of the Purchase Payments. Therefore,

we will treat the Owner as the taxpayer with respect to all distributions made

under the Contract while he or she is the Owner, whether or not a Joint Owner is

also named.

                                PURCHASE PAYMENTS

PURCHASE PAYMENTS: The initial Purchase Payment must be paid on the Contract

Date. Subsequent Purchase Payments may be made during the 30 day period prior to

the end of a GIR Period. We reserve the right to decline any Purchase Payment.

ALLOCATION OF PURCHASE PAYMENTS: The initial Purchase Payment may be allocated

to only one Guaranteed Interest Rate Period at a time. Subsequent Purchase

Payments will be combined with the existing Contract Value and allocated to a

single Guaranteed Interest Rate Period.

                                 CONTRACT VALUE

Your Contract Value is the total of all amounts credited to your Contract as of

any Business Day as a result of your Purchase Payments and the increases and

decreases described below.

On the Contract Date, the Contract Value is equal to the initial Purchase

Payment less any Premium Tax charge. The Contract Value is increased by interest

credited and subsequent Purchase Payments.

Withdrawals and Withdrawal Charges and any Premium Tax Charge or other tax

charge decrease the Contract Value.

Application of an MVA may increase or decrease the Contract Value.
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                   SUBSEQUENT GUARANTEED INTEREST RATE PERIODS

SUBSEQUENT GUARANTEED INTEREST RATE PERIODS: Prior to the end of a GIR Period,

we will notify you at your last known address of the subsequent GIR Period

options and the corresponding Guaranteed Interest Rates offered by us at that

time. You have 30 days prior to the end of the current GIR Period to provide us

a written request in Good Order to elect one of the following options.

     1.   Continue the Contract and elect a subsequent GIR Period. The

          subsequent GIR Period can be of the same or different length of time

          offered by us at the time of election. The new GIR Period elected must

          end prior to the Annuity Date. If we do not offer a subsequent GIR

          Period that ends prior to the Annuity Date, the Contract can be

          continued with a one-year, or series of one-year GIR Periods until the

          Annuity Date. You may also at this time make a subsequent Purchase

          Payment which will be consolidated with your Contract Value and

          allocated to the single GIR Period you elect.

     2.   Elect an Annuity or Settlement option.



     3.   Withdraw part of the Contract Value without incurring a Withdrawal

          Charge or Market Value Adjustment and elect a GIR Period of the same

          or different length as the current GIR Period for the remaining

          Contract Value. The remaining Contract Value cannot be less than the

          minimum amount shown on the Contract Data pages. If we do not offer a

          subsequent GIR Period that ends prior to the Annuity Date, the

          Contract can be continued with a one-year, or series of one-year GIR

          Periods until the Annuity Date.

     4.   Withdraw the full Contract Value without incurring a Withdrawal Charge

          or Market Value Adjustment and this Contract will terminate.

If we do not receive a written request in Good Order during the 30 day period

preceding the end of the current GIR Period, the new GIR Period will be the same

length as the GIR Period expiring with a new GIR equal to or greater than the

Guaranteed Minimum Interest Rate. If we do not offer such period, or if the

length of the new GIR Period would expire on or after the Annuity Date, the new

GIR Period will be one year. If the Annuitant is attained age 91 or older at the

end of the current GIR Period, all subsequent GIR periods will be one year.

WITHDRAWAL CHARGES: After the Initial GIR Period, the first subsequent GIR

Period will begin a new Withdrawal Charge Period equal to the number of years in

the new GIR Period. Reduced Withdrawal Charges will apply to withdrawals made

during the first subsequent GIR Period if the Annuitant is age 85 or older on

the first day of that first subsequent GIR Period. No Withdrawal Charges will

apply beginning with the second subsequent GIR Period.

No Withdrawal Charges will apply if any subsequent GIR Period is equal to one

year.
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                             MARKET VALUE ADJUSTMENT

MARKET VALUE ADJUSTMENT: Amounts withdrawn or annuitized prior to the end of a

GIR Period may be subject to a Market Value Adjustment. The MVA is applied as a

positive or negative adjustment to the applicable portion of the Contract Value

by multiplying the withdrawal amount before deduction of any applicable

Withdrawal Charge by the MVA factor.

The MVA factor is equal to:

                                   (n/12)

                        (    1+i  )

                        (---------)      - 1

                        (1+j+.0025)

          where:  i = is the Guaranteed Interest Rate currently credited to this

                      Contract at the time of the withdrawal, annuitization or

                      settlement.

                  j = is the current credited interest rate at the time of the

                      withdrawal, annuitization or settlement for a new issue of

                      this policy form with a GIR Period equal to the number of

                      whole years remaining in this Contract's GIR Period, plus

                      one. If such a GIR Period is not offered by us, the rate

                      will be determined using linear interpolation of the

                      nearest offered rates.

                  n = is the number of months remaining in this Contract's GIR

                      Period (rounded up).

A higher current interest rate for new issues of this policy form with a GIR

Period equal to the number of years remaining in the current GIR Period may

result in a negative MVA and thus a lower Contract Surrender Value. A lower

current interest rate for new issues of this policy form with a GIR Period equal

to the number of years remaining in the current GIR Period may result in a

positive MVA and thus a higher Contract Surrender Value.

A Market Value Adjustment will not be applied when the death benefit is payable,

for a Charge-Free Amount withdrawal or within 30 days prior to the end of the

current GIR Period.
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                                   WITHDRAWALS

WITHDRAWALS: During the Accumulation Period you may, upon a request in Good

Order, make a total or partial withdrawal of the Contract Surrender Value. Any

applicable Withdrawal Charge will be applied after any Market Value Adjustment.

We have the right to defer payment of any withdrawal for a period not to exceed

six months from the date your request is received in Good Order.



Each partial withdrawal must be for an amount that is not less than the minimum

amount shown on the Contract Data pages. The minimum Contract Value that must

remain in the Contract after a partial withdrawal in order to keep the Contract

inforce is shown on the Contract Data pages. If the amount of the withdrawal

requested would reduce the Contract Value below this minimum, we will give you

the maximum amount available that, with the Withdrawal Charge and Market Value

Adjustment, would not reduce the Contract Value below such minimum. Special

rules may apply for IRAs.

WITHDRAWAL CHARGE: A Withdrawal Charge may apply if you make a withdrawal during

the Withdrawal Charge Period. The Withdrawal Charge is a percentage of the

amount withdrawn that is subject to a charge. For the initial Guaranteed

Interest Rate Period, the Withdrawal Charge depends on the number of Contract

Anniversaries that have elapsed since the initial Purchase Payment was made.

After the initial Guaranteed Interest Rate Period, the first subsequent

Guaranteed Interest Rate Period will begin a new Withdrawal Charge Period equal

to the number of years in the new Guaranteed Interest Rate Period. No Withdrawal

Charge will apply beginning with the second subsequent GIR Period.

If a withdrawal is effective on the day before a Contract Anniversary, the

Withdrawal Charge percentage used will be the one as of the following Contract

Anniversary. If you request a partial withdrawal, we will deduct an amount from

the Contract Value that is sufficient to pay the Withdrawal Charge and any

applicable Market Value Adjustment, and provide you the amount requested. The

Withdrawal Charge schedule is shown on the Contract Data pages.

For purposes of determining the Withdrawal Charge, withdrawals of the

Charge-Free Amount will be taken first. Withdrawals in excess of the Charge-Free

Amount may be subject to a Withdrawal Charge.

We will waive all Withdrawal Charges upon receipt of due proof that the Owner or

Joint Owner is Terminally Ill, or has been confined to an Eligible Nursing Home

or Eligible Hospital continuously for at least three months, subsequent to the

Contract Date. This waiver is not available if the Contract has been assigned.

Withdrawal Charges will not be greater than that permitted by any applicable law

or regulation. Withdrawal Charges may be assessed upon the Annuity Date.
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                                   BENEFICIARY

BENEFICIARY: The Beneficiary designation in effect on the Contract Date will

remain in effect until changed. The Beneficiary is entitled to receive the

benefits to be paid at the death of the First to Die, during the Accumulation

Period. The Owner must be the primary Beneficiary of the Joint Owner, and the

Joint Owner must be the primary Beneficiary of the Owner. Other than primary

Beneficiaries, Beneficiaries must be the same for both the Owner and Joint

Owner.

When a Beneficiary is designated, any relationship shown is to the Owner unless

otherwise specified.

To show priority among Beneficiaries, we will label the classes, so that the

class with first priority is called the primary class, the class with next

priority is called the secondary class, and so on. The following statements

apply to Beneficiaries unless the Contract Data pages, Contract endorsement or

any change request that we have processed specifies otherwise:

One who survives the First to Die will have the right to be paid only if no one

in a prior class survives the First to Die.

One who has the right to be paid will be the only one paid if no one else in the

same class survives the First to Die.

Two or more in the same class who have the right to be paid will be paid in

equal shares. If no one survives the sole Owner, we will pay in one sum to the

Owner's estate.

When there is insufficient evidence to determine the order of death then, unless

state law prohibits, we will deem the Owner to be the last survivor and make

payment to the Owner's Beneficiary.

Before we make a payment, we have the right to decide what proof we need of the

identity, age or any other facts about any persons designated as Beneficiaries.

If Beneficiaries are not designated by name and we make payment(s) based on that

proof, we will not have to make the payment(s) again.

CHANGE OF BENEFICIARY: To initiate a change of Beneficiary, call the toll-free

number listed on your statement or contact the representative who sold you the

Contract. We may also ask you to send us the Contract. The change will take

effect only when we process the request. Once changed any previous Beneficiary's

interest will end as of the date we receive the request in Good Order, even if

the Owner or Joint Owner is not living when we process the request. We will not



be liable for any payment made or action taken before we record the change.
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                                  DEATH BENEFIT

During the Accumulation Period, we will pay a death benefit to the Beneficiary

upon the death of the First to Die. The death benefit is payable as of the date

we receive Due Proof of Death, and any other documentation we request in Good

Order. No payment made prior to the date we receive Due Proof of Death will be

considered part of the death benefit payable to the Beneficiary.

The death benefit is equal to the Contract Value as of the date that Due Proof

of Death is received in Good Order at the Prudential Annuity Service Center,

less any applicable Premium Tax.

The Beneficiary may, within 60 calendar days of providing Due Proof of Death,

elect to take the death benefit under one of the death benefit payout options

listed below, provided that any payout option shall not include a period certain

that exceeds the life expectancy of the Beneficiary. The Beneficiary will be the

sole measuring life in determining the amount of any such payout option. If no

payout option is selected within the 60 days, the death benefit will be payable

as a lump sum.

If the Owner and Joint Owner are spouses at the time of death, the Contract will

continue and the surviving spouse will become the Owner. The surviving spouse

may, within 60 calendar days of providing Due Proof of Death, elect to take the

death benefit under any of the payout options available under this Contract. If

the Contract continues, and there is a new Annuitant who is older than the prior

Annuitant, the Annuity Date will be based on the age of the new Annuitant.

If the Owner and Joint Owner are not spouses at the time of the Owner or Joint

Owner's death, the Contract will not continue, the death benefit becomes

payable, and the Beneficiary will be required to choose one of the death benefit

payout options described below. In that event, the payout described in Choice 2

and the beginning of the distribution described in Choice 3 will be based on the

date of death of the First to Die.

The death benefit payout options are:

Choice 1 -- lump sum payment of the death benefit. We will not impose any

            Withdrawal Charges or MVA on amounts paid as a lump sum payment; or

Choice 2 -- the payment of the entire death benefit within 5 years of the date

            of death of the First to Die. We will impose an MVA on any

            withdrawal made during the 5 year period unless taken within the 30

            day period prior to the end of the GIR Period; or

Choice 3 -- payment of the death benefit under an Annuity or Settlement Option

            over the lifetime of the Beneficiary or over a period not extending

            beyond the life expectancy of the Beneficiary. Distribution must

            begin within one year of the date of death of the First to Die.

Any portion of the death benefit not applied under Choice 3 within one year of

the date of death of the First to Die must be distributed within 5 years of the

date of death of the First to Die.

Once a death benefit becomes payable, the Payee's interest in any Annuity

Benefit under the Contract will cease. We have the right to defer payment of any

death benefit for a period not to exceed six months from the date of our receipt

of Due Proof of Death.

                                       13

DEATH OF ANNUITANT DURING THE ACCUMULATION PERIOD: If the Annuitant dies before

the Annuity Date, the Co-Annuitant, if applicable, becomes the Annuitant. If

there is no surviving Co-Annuitant, and the Annuitant was not the Owner, the

Owner becomes the Annuitant. If the Owner becomes the Annuitant as a result of

the death of the Annuitant or Co-Annuitant, if any, the Owner has the right to

name a new Annuitant within 60 days from the date we receive Due Proof of Death

of the Annuitant or Co-Annuitant. If no new Annuitant is named during that

60-day period, the Owner will remain the Annuitant. If the Owner is a

non-natural person, the death of the Annuitant will be treated as the death of

the Owner, a new Annuitant may not be designated, and the Annuitant will be

deemed to be the Owner for purposes of determining the death benefit.

DEATH OF ANNUITANT DURING THE ANNUITY PERIOD: If the Annuitant dies on or after

the Annuity Date, the Annuity or Settlement Option then in effect will govern

whether or not we will continue to make any payments. The death of a

non-Annuitant Owner or Joint Owner has no effect on the payout during the

Annuity Period.

PAYMENT OF DEATH BENEFIT: We will require Due Proof of Death and any other



documentation we request in Good Order before any death benefit is paid. All

death benefits will be paid in accordance with applicable law or regulations

governing death benefit payments. We have the right to defer payment of any

death benefit for a period not to exceed six months from the date of our receipt

of Due Proof of death.

SPECIAL TAX CONSIDERATIONS: There are special tax rules that apply to IRA and

other qualified contracts during both the Accumulation Period and Annuity Period

governing distributions upon the death of the Owner. These rules are contained

in provisions in the attached endorsements and supersede any other distribution

rules contained in the Contract.

The preceding provisions regarding the death of the Owner are intended to

satisfy the distribution at death requirements of section 72(s) of the Internal

Revenue Code of 1986, as amended. We reserve the right to amend this Contract by

subsequent endorsement as necessary to comply with applicable tax requirements,

if any, which are subject to change from time to time. Such additional

endorsements if necessary to comply with amended tax requirements, will be

mailed to you and become effective within 30 days of mailing, unless you notify

us in writing within that time frame that you reject the endorsement.

GENERAL PROVISIONS

THE CONTRACT: The entire Contract consists of this Contract, and any attached

endorsements or riders. This Contract may be changed or altered only by our

President or Secretary. No agent may change this Contract. Any change,

modification or waiver must be made in writing. This Contract may not be

modified by us without your consent except as may be required by applicable law,

such as changes necessary to comply with IRS requirements for annuity contracts,

or as set forth in this Contract.

ASSIGNMENT OF A CONTRACT: A request in Good Order specifying the terms of an

assignment of a Contract must be provided to the Annuity Service Center. We are

under no obligation to verify the assignment's validity or sufficiency. We will

not be liable for any payment made or action taken before we record the

assignment. If any Owner is living on the Annuity Date and an assignment is in

effect on that date, we have the right to pay the Contract Surrender Value in

one lump sum to the assignee where notice in Good Order is received. Partial

assignments, collateral or otherwise, are not allowed without our approval. We

reserve the right to restrict or refuse any assignment.

We will not be responsible for the validity or tax consequences of any

assignment. Any assignment made after the death benefit has become payable will

be valid only with our consent. If the Contract is assigned, your rights may

only be exercised with the consent of the assignee of record.

NON-PARTICIPATING IN SURPLUS: This Contract does not share in any distribution

of our profits or surplus.
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INCONTESTABILITY: We will not contest this Contract. We consider all statements

made in the application for this Contract to be representations, not warranties.

MISSTATEMENT OF AGE OR SEX: We may require proof of age of the Annuitant before

making any life contingent Annuity Payment provided for by this Contract. If the

age or sex of the Annuitant has been misstated, the amount payable will be the

amount that the Adjusted Contract Value would have provided at the true age or

sex.

Once Annuity Payments have begun, any underpayments including 5% interest, will

be made up in one sum with the next Annuity Payment. Overpayments including 5%

interest, will be deducted from the future Annuity Payments until the total is

repaid.

CONTRACT SETTLEMENT: This Contract must be returned to us upon any settlement.

REPORTS: We will send you a quarterly statement showing your Contract Value and

other relevant information about your Contract. This report will be sent to your

last known address.

TAXES: Any taxes, including any Premium Taxes and any other type of tax (or

component thereof) measured by or based upon any portion of the Purchase

Payments we receive or the Contract Value at the time of annuitization, paid to

any governmental entity will be charged against the Contract Value. We will, in

our sole discretion, determine when taxes have resulted from receipt by us of

the Purchase Payments or upon annuitization. At our discretion, we may pay taxes

when due and deduct that amount from the Contract Value at a later date. Payment

at an earlier date does not waive any right we may have to deduct amounts at a

later date. We will deduct any withholding taxes required by applicable law.

EVIDENCE OF SURVIVAL: Before we make a payment, we have the right to require

proof of continued life and any other documentation we need to make a payment.



We can require this proof for any person whose life or death determines whether

or to whom we must make the payment.

PROTECTION OF PROCEEDS: No Beneficiary may commute, encumber, alienate or assign

any payments under this Contract before they are due. To the extent permitted by

law, no payments will be subject to the debts, contracts or engagements of any

Beneficiary or to any judicial process to levy upon or attach the same for

payment thereof.

                               VALUES AND BENEFITS

Any cash values, paid up annuities and death benefits that may be available

under this Contract are not less than the minimum benefits required by the law

of any state in which this Contract is delivered.
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                         ANNUITY AND SETTLEMENT OPTIONS

GENERAL: On the Annuity Date, the Adjusted Contract Value will be applied under

the Annuity or Settlement Option you have selected. If the payment under any

option selected would be less than $20 per month, we reserve the right to pay

out the Adjusted Contract Value in a lump sum. We guarantee that the dollar

amount of each payment, once determined, will not be affected by variations in

mortality or expense experience.

SELECTION OF AN ANNUITY OR SETTLEMENT OPTION: You may select an Annuity or

Settlement Option by notifying us of the selected option in Good Order. If no

Annuity or Settlement Option is selected or if the chosen Option is not received

in Good Order, Option 2, Life Income Annuity Option, will automatically be

applied, unless prohibited by applicable law. You may send us a request in Good

Order at least 30 days in advance of the Annuity Date, to select or change the

Annuity or Settlement Option.

ANNUITY AND SETTLEMENT OPTIONS: This Contract provides for payments under one of

the Annuity or Settlement Options described below. Any other Annuity or

Settlement Option acceptable to us may be selected.

OPTION 1 - FIXED PERIOD ANNUITY OPTION. We will make equal payments for a period

you choose up to 25 years based on the Adjusted Contract Value on the Annuity

Date. At your choice, we will make such payments annually, semi-annually,

quarterly or monthly. Table 1 shows the minimum amounts we will pay.

OPTION 2 - LIFE INCOME ANNUITY OPTION. We will make payments for as long as the

Annuitant lives, with payments certain for 120 months. At your choice, we will

make such payments annually, semi-annually, quarterly or monthly. Table 2 shows

the minimum amounts we will pay.

OPTION 3 - INTEREST PAYMENT SETTLEMENT OPTION. We will credit interest on the

Adjusted Contract Value at the rate of at least 1.50% until you request payment

of all or part of the Adjusted Contract Value. At your choice, we will pay

interest on the Adjusted Contract Value not yet withdrawn annually,

semi-annually, quarterly or monthly. You may request full or partial payment of

the Adjusted Contract Value provided, however, that if a partial payment is

requested, the amount of any Adjusted Contract Value remaining after such

requested amount is paid must be at least $2,000. This option is not available

for qualified contracts.

OTHER ANNUITY OR SETTLEMENT OPTIONS: We may offer or consent to other settlement

options, including life income annuity options with payments certain for periods

other than 120 months. Contact the representative who sold you the Contract or

call the toll-free number listed on your quarterly statement for information.

ANNUITY: Unless you designate another Payee, you will be the Payee of the

Annuity Payments. The Adjusted Contract Value will be applied to the applicable

Annuity Table contained in this Contract based upon the annuity option you have

selected. The amount of the first payment for each $1,000 of Adjusted Contract

Value is shown in the Annuity Tables. If when Annuity Payments begin we are

using tables of annuity rates for these Contracts that result in larger Annuity

Payments, we will use those tables instead. Annuity Payments will depend on the

age and sex of the Annuitant, where permitted.

WITHDRAWAL CHARGES: If you begin Annuity Payments or take a Settlement option at

a time other than the 30-day period prior to the end of a GIR Period, then we

will adjust your Contract Value by an MVA, and for any applicable Withdrawal

Charges, and Premium Taxes. Any amount used to provide income under Option 1 for

a period of 10 years or more, or under Option 2, will be applied without a

Withdrawal Charge. If you choose any other method of payment not described in

this Contract, prior to implementing your request, we will notify you if it is

subject to a Withdrawal Charge or Market Value Adjustment.
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                            ANNUITY SETTLEMENT TABLES

Tables 1 and 2 below are applied to the Adjusted Contract Value to compute the

minimum amount of the annuity payment. Table 1 is used to compute the minimum

annuity payment under Option 1 (Fixed Period Annuity Option). Table 2 is used to

compute the minimum annuity payment under Option 2 (Life Income Annuity Option).

The rates in Tables 1 and 2 are applied per $1000 of Adjusted Contract Value as

applicable.

The annuity payments in Table 2 are based on the Annuitant's Adjusted Age and

sex. The Adjusted Age is the Annuitant's age last birthday prior to the date on

which the first Annuity payment is due, adjusted as shown in the "Translation of

Adjusted Age" Table.

When we computed the amounts shown in Table 2 we adjusted the Annuity 2000

Mortality Table to an age last birthday basis, less two years, with projected

mortality improvements (modified Scale G).

We will calculate annuity payments for other certain periods using the same

interest and mortality assumptions as in Table 2.

<TABLE>

<CAPTION>

                              TABLE 1

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

                Multiply the monthly amount by 2.993

                for quarterly, 5.963 for semi-annual or

                11.839 for annual payments.

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

                 Number of Years   Monthly Payment

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

                <S>                <C>

                        1              $84.47

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

                        2               42.86

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

                        3               28.99

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

                        4               22.06

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

                        5               17.91

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

                        6               15.14

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

                        7               13.16

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

                        8               11.68

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

                        9               10.53

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

                       10               9.61

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

                       11               8.86

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

                       12               8.24

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

                       13               7.71

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

                       14               7.26

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

                       15               6.87

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

                       16               6.53

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

                       17               6.23

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

                       18               5.96

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

                       19               5.73

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

                       20               5.51

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

                       21               5.32

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

                       22               5.15

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

                       23               4.99

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

                       24               4.84

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

                       25               4.71

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



</TABLE>
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<TABLE>

<CAPTION>

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

               TABLE 2

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

Multiply the monthly amount by 2.993 for

quarterly, 5.963 for semi-annual or

11.839 for annual payments.

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

  Adjusted

    Age          Male       Female

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

<S>            <C>         <C>

     41         $3.40       $3.25

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

     42          3.44        3.29

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

     43          3.48        3.32

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

     44          3.53        3.35

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

     45          3.57        3.39

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

     46          3.62        3.43

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

     47          3.67        3.47

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

     48          3.72        3.51

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

     49          3.77        3.56

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

     50          3.83        3.61

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

     51          3.88        3.66

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

     52          3.95        3.71

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

     53          4.01        3.76

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

     54          4.08        3.82

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

     55          4.15        3.88

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

     56          4.22        3.94

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

     57          4.30        4.01

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

     58          4.38        4.08

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

     59          4.47        4.16

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

     60          4.56        4.24

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

     61          4.66        4.32

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

     62          4.76        4.41

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

     63          4.87        4.50

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

     64          4.98        4.60

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

     65          5.10        4.71

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

     66          5.23        4.82

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

     67          5.36        4.94

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

     68          5.49        5.06

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

     69          5.64        5.19

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

     71          5.94        5.48

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

     72          6.10        5.63

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

     73          6.26        5.79

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

     74          6.43        5.96

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



     75          6.60        6.14

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

     76          6.78        6.33

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

     77          6.95        6.52

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

     78          7.13        6.71

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

     79          7.31        6.92

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

     80          7.49        7.12

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

</TABLE>

<TABLE>

<CAPTION>

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

           TRANSLATION OF ADJUSTED AGE

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

   Calendar Year in Which         Adjusted Age

    First Payment is Due

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

<S>                            <C>

       Prior to 2010               Actual Age

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

     2010 Through 2019         Actual Age minus 1

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

     2020 Through 2029         Actual Age minus 2

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

     2030 Through 2039         Actual Age minus 3

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

     2040 Through 2049         Actual Age minus 4

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

     2050 Through 2059         Actual Age minus 5

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

     2060 Through 2069         Actual Age minus 6

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

     2070 Through 2079         Actual Age minus 7

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

     2080 Through 2089         Actual Age minus 8

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

     2090 Through 2099         Actual Age minus 9

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

</TABLE>
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                                                                    Exhibit 4(a)

Pruco Life Insurance Company,                             Strategic Partners(SM)

a Prudential Financial company               Guaranteed Rate Annuity Application

            On these pages, I, you, and your refer to the contract owner(s).

            We,us, and our refer to the Pruco Life Insurance Company.

[1]CONTRACT

   OWNER

   INFORMATION

              Contract number (if any)

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

              [ ] Individual [ ] Corporation [ ] UGMA/UTMA [ ] Other

              TRUST: [ ] Grantor [ ] Revocable [ ] Irrevocable

              TRUST DATE (mo., day, yr.)

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

              If a corporation or trust is indicated above, please check the

              following as it applies. If neither box is checked, we will

              provide annual tax reporting for the increasing value of the

              contract.

              [ ] Tax-exempt entity under IRS Code 501

              [ ] Trust acting as agent for an individual under IRS Code 72(u)

              Name of owner (first, middle initial, last name)

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

              Street                                                        Apt.

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

              City                                  State  ZIP code

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

              Social Security number/EIN        Date of birth  (mo., day, year)

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

              Telephone number

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

              A.  [ ] Female  B.   [ ] U.S. citizen

                  [ ] Male         [ ]Resident alien

                                   [ ] I am not a U.S. person (including

                                       resident alien). I am a citizen of

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

                      Attach the applicable IRS Form W-8(BEN, ECI, EXP, IMY).

[2]JOINT

   OWNER

   INFORMATION

   (if any)

   Do not

   complete if

   you are

   opening

   an IRA.

              Unmarried persons who wish to own the contract jointly should

              consult with their tax adviser.

              Name of joint owner, if any (first, middle initial, last name)

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

              Street (Leave address blank if same as owner.)                Apt.

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

              City   State  ZIP code

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

              Social Security number/EIN     Date of birth     (mo., day, year)

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



              Telephone number

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

              A.   [ ] Female  B.   [ ] U.S. citizen

                   [ ] Male         [ ]Resident alien

                                    [ ] I am not a U.S. person (including

                                        resident alien). I am a citizen of

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

[3]ANNUITANT

   INFORMATION

   Do not

   complete this

   section if you

   are opening

   an IRA.

              This section must be completed only if the annuitant is not

              the owner or if the owner is a trust or a corporation.

              Name of annuitant (first, middle initial, last name)

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

              Street (Leave address blank if same as owner.)            Apt.

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

              City                                  State  ZIP code

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

              Social Security number  Date of birth (mo., day, year)

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

              Telephone number

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

              A. [ ] Female  B. [ ] U.S. citizen

                 [ ] Male       [ ] Resident alien

                                [ ] I am not a U.S. person (including

                                    resident alien). I am a citizen of

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

Pruco Corporate Office: Pruco Life Insurance Company, Phoenix, AZ 85014
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[4] CO-ANNUITANT

    INFORMATION

    (if any)

    Do not

    complete

    if you are

    opening an IRA

    or if the

    contract

    will be owned

    by a

    corporation

    or trust.

              Name of co-annuitant (first, middle initial, last name)

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

              Social Security number  Date of birth (mo., day, year)

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

              Telephone number

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

              A. [ ] Female  B. [ ] U.S. citizen

                 [ ] Male       [ ] Resident alien

                                [ ] I am not a U.S. person (including resident

                                    alien). I am a citizen of

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

[5] BENEFICIARY

    INFORMATION



              If joint owners, do not designate a Primary Beneficiary. The

              joint owners will be each other's sole Primary beneficiary.

              [X]PRIMARY CLASS

              Name of beneficiary (first, middle initial, last name) If trust,

              include name of trust and trustee's name.

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

              TRUST:   [ ] Revocable [ ]Irrevocable

              Trust date (mo., day, year)

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

              Beneficiary's relationship to owner

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

              CHECK ONLY ONE: [ ] Primary class [ ]Secondary class

              Name of beneficiary (first, middle initial, last name) If trust,

              include name of trust and trustee's name.

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

              TRUST: [ ] Revocable [ ] Irrevocable

              Trust date (mo., day, year)

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

              Beneficiary's relationship to owner

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

              PLEASE ADD ADDITIONAL BENEFICIARIES IN SECTION 12.

[6]TYPE OF

   PLAN AND

   SOURCE OF

   FUNDS

   Contract

   minimum of

   $5,000.

              PLAN TYPE. Check only one:

              [ ] Non-qualified [ ] Traditional IRA [ ] Roth IRA/Custodial

                                [ ] Custodial account (PSI only)

              SOURCE OF FUNDS. Check all that apply:

              [ ] Total amount of the check(s) included with this

                  application. (Make checks payable to Prudential.)

                                                   $        ,         ,    .

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

              [ ] IRA Rollover                     $       ,        ,         .

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

              If Traditional IRA or Roth IRA new contribution(s) for the

              current and/or previous year, complete the following:

              $   ,      .       Year           $   ,      .       Year

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

              [ ] 1035 Exchange (non-qualified only), estimated amount:

              $         ,    ,     .

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

              [ ] IRA Transfer (qualified), estimated amount:

              $        ,         ,    .

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

              [ ] Direct Rollover (qualified), estimated amount:

              $        ,         ,    .

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

              [ ] Roth Conversion IRA, establishment date:*

              month   day  year

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

                *This is the date you originally converted from a traditional

                 IRA to a Roth Conversion IRA. (If omitted, the current tax year

                 will be used.) This is required for the IRA five-tax year,



                 holding period requirement.

              A CONVERSION FROM A TRADITIONAL IRA TO A ROTH CONVERSION IRA WILL

              RESULT IN A TAXABLE EVENT WHICH WILL BE REPORTED TO THE INTERNAL

              REVENUE SERVICE.

[7] GUARANTEE  Please choose only one:

    PERIOD

              [ ]3 years        [ ] 7 years

              [ ]5 years        [ ] 10 years
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[8]REPLACEMENT

   QUESTIONS AND

   DISCLOSURE

   STATEMENT

              THIS DISCLOSURE STATEMENT SECTION MUST BE COMPLETED IF STATE

              REPLACEMENT REGULATIONS REQUIRE. (Check one):

              [ ] I do have existing life insurance policies or annuity

                  contracts. (You must complete the Important Notice Regarding

                  Replacement form (COMB 89216), whether or not this transaction

                  is considered a replacement.)

              [ ] I do not have existing life insurance policies or annuity

                  contracts.

              Will the proposed annuity contract replace any existing insurance

              policy(ies) or annuity contract(s)?

              [ ] Yes [ ] No

              If "Yes," provide the following information for each policy or

              contract and attach all applicable Prudential disclosure and state

              replacement forms.

              Company name

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

              Policy or contract number

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

              Year of issue (mo., day, year)    Name of plan (if applicable)

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

              FOR VIRGINIA ONLY:

              X

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

              Contract owner's signature and date          month   day    year

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

REPRESEN-     THIS QUESTION MUST BE COMPLETED BY THE REPRESENTATIVE.

TATIVE'S

QUESTION      Do you have, from any source, facts that any person named as the

              owner or joint owner above is replacing or changing any current

              insurance or annuity in any company?

              [ ] Yes  [ ] No

              FOR VIRGINIA ONLY:

              X

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

              Representative's signature and date           month    day    year

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

[9]SIGNATURE(S)

              If applying for an IRA or Roth IRA, I acknowledge receiving an IRA

              disclosure statement and understand that I will be given a

              financial disclosure statement with the contract. I understand

              that tax deferral is provided by the IRA, and acknowledge that I

              am purchasing this contract for its features other than tax

              deferral, including the lifetime income payout option, the Death

              Benefit protection, and other features as described in the

              prospectus.



              No representative has the authority to make or change a contract

              or waive any of the contract rights.

              I understand that if I have purchased another non-qualified

              annuity from Prudential or an affiliated company this calendar

              year that they will be considered as one contract for tax

              purposes.

              I believe that this contract meets my needs and financial

              objectives.

              [ ] If this contract has a joint owner, please check this box to

                  authorize Prudential to act on the instruction(s) of either

                  the owner or joint owner with regard to transactions under the

                  contract.

              [ ] If this application is being signed at the time the contract

                  is delivered, I acknowledge receipt of the contract.

              [ ] Check here to request a Statement of Additional Information.

              MINIMUM DISTRIBUTION UNDER AN IRA: IF YOU HAVE NOT MET THE

              REQUIRED MINIMUM DISTRIBUTION FOR THE YEAR IN WHICH THE FUNDS ARE

              PAID TO PRUDENTIAL:

              I understand it is my responsibility to remove the minimum

              distribution from the purchase payment PRIOR TO sending money to

              Prudential with this application. Unless we are notified

              otherwise, Prudential will assume that the owner has satisfied the

              required minimum distributions from other IRA funds.

              By signing this form, the trustee(s)/officer(s) hereby represents

              that the trustee(s)/officer(s) possess(es) the authority, on

              behalf of the non-natural person, to purchase the annuity contract

              and to exercise all rights of ownership and control over the

              contract.

                                                                     (continued)
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[9] SIGNATURE(S)

   (continued)

              I UNDERSTAND THAT THE PURCHASE PAYMENT WILL BE SUBJECT TO A MARKET

              VALUE ADJUSTMENT IF THERE IS A WITHDRAWAL, ANNUITIZATION, OR

              SETTLEMENT ON ANY DATE OTHER THAN WITHIN THE 30 DAY PERIOD

              IMMEDIATELY PRECEDING THE END OF THE GUARANTEE PERIOD. A MARKET

              VALUE ADJUSTMENT CAN BE A POSITIVE OR NEGATIVE ADJUSTMENT. THERE

              IS NO MARKET VALUE ADJUSTMENT AT DEATH.

              I hereby represent that my answers to the questions on this

              application are correct and true to the best of my knowledge and

              belief. I have read the applicable fraud warning for my state

              listed in section 11.

              I acknowledge receipt of the current prospectus.

                SIGNED BY THE CONTRACT OWNER AT: (City, State)

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

              X

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

                Contract owner's signature and date

              month    day    year

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

              X

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

                Joint owner's signature (if applicable) and date

              month    day    year

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

              X

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

                Annuitant's signature (if applicable) and date

              month    day    year

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

              X

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

                Co-annuitant's signature (if applicable) and date



              month    day    year

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

              OWNER'S TAX CERTIFICATION

              Under penalty of perjury, I certify that the taxpayer

              identification number (TIN) I have listed on this form is my

              correct TIN. I further certify that the citizenship/residency

              status I have listed on this form is my correct

              citizenship/residency status. I [ ] HAVE/[ ] HAVE NOT (select one)

              been notified by the Internal Revenue Service that I am subject to

              backup withholding due to underreporting of interest or dividends.

              X

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

                Contract owner's signature and date

              month    day    year

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

[10]REPRESEN-

    TATIVE'S

    SIGNATURE(S)

              This application is submitted in the belief that the purchase of

              this contract is appropriate for the applicant based on the

              information provided and as reviewed with the applicant.

              Reasonable inquiry has been made of the owner concerning the

              owner's overall financial situation, needs, and investment

              objectives.

              The representative hereby certifies that all information contained

              in this application (including the representative's replacement

              question in section 8) is true to the best of his or her

              knowledge.

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

                Representative's name (Please print)

                Agency code      Rep's contract/FA number

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

              X

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

                Representative's signature and date

                month      day       year

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

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

                Second representative's name (Please print)

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

                Rep's contract/FA number

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

              X

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

                Second representative's signature and date

                month      day       year

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

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

                Branch/field office name and code

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

                Representative's telephone number

                FOR FLORIDA ONLY:

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

              Rep's Florida license number   Second rep's Florida license number
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[11] FRAUD

    WARNINGS



              CONNECTICUT: Any person who knowingly gives false or deceptive

              information when completing this form for the purpose of

              defrauding the company may be guilty of insurance fraud. This is

              to be determined by a court of competent jurisdiction.

              COLORADO: It is unlawful to knowingly provide false, incomplete,

              or misleading facts or information to an insurance company for the

              purpose of defrauding or attempting to defraud the company.

              Penalties may include imprisonment, fines, denial of insurance,

              and civil damages. Any insurance company or agent of an insurance

              company who knowingly provides false, incomplete, or misleading

              facts or information to a policy holder or claimant for the

              purpose of defrauding or attempting to defraud the policy holder

              or claimant with regard to a settlement or award payable from

              insurance proceeds shall be reported to the Colorado Division of

              Insurance within the Department of Regulatory Agencies.

              FLORIDA: Any person who knowingly and with intent to injure,

              defraud, or deceive any insurer, files a statement of claim or an

              application containing any false, incomplete, or misleading

              information, is guilty of a felony of the third degree.

              NEW JERSEY: Any person who includes any false or misleading

              information on an application for an insurance policy is subject

              to criminal and civil penalties.

              NEW MEXICO: Any person who knowingly presents a false or

              fraudulent claim for payment of a loss or benefit or knowingly

              presents false information in an application for insurance is

              guilty of a crime and may be subject to civil fines and criminal

              penalties.

              OKLAHOMA: WARNING - Any person who knowingly, and with intent to

              injure, defraud or deceive any insurer, makes any claim for the

              proceeds of an insurance policy containing any false, incomplete

              or misleading information is guilty of a felony.

              PENNSYLVANIA: Any person who knowingly and with intent to defraud

              any insurance company or other person files an application for

              insurance or statement of claim containing any materially false

              information or conceals for the purpose of misleading, information

              concerning any fact material thereto commits a fraudulent

              insurance act, which is a crime and subjects such person to

              criminal and civil penalties.

              VIRGINIA: Any person who, with the intent to defraud or knowing

              that he is facilitating a fraud against an insurer, submits an

              application or files a claim containing a false or deceptive

              statement may have violated state law.

              ALL OTHER STATES: Any person who knowingly gives false or

              deceptive information when completing this form for the purpose of

              defrauding the company may be guilty of insurance fraud.

[11] ADDITIONAL

     REMARKS

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

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

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

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

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

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

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

<TABLE>

<S>                                                                 <C>

              STANDARD   PRUDENTIAL ANNUITY SERVICE CENTER     OVERNIGHT  PRUDENTIAL ANNUITY SERVICE CENTER

              MAIL TO:   PO BOX 7590                           MAIL TO:   2101 WELSH ROAD

                         PHILADELPHIA, PA 19101                           DRESHER, PA 19025

</TABLE>

              If you have any questions, please call the Prudential Annuity

              Service Center at (888) 778-2888, Monday through Friday between

              8:00 a.m. and 8:00 p.m. Eastern time.
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                                                                   Exhibit (23A)

                       Consent of Independent Accountants

We hereby consent to the use in this Registration Statement on Form S-1 (the

"Registration Statement") of our report dated February 21, 2002, relating to the

financial statements of Pruco Life Insurance Company and its subsidiaries, which

appears in such Registration Statement. We also consent to the reference to us

under the heading "Experts" in such Registration Statement.

PricewaterhouseCoopers LLP

New York, New York

September 27, 2002


