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PRUCO LIFE FLEXIBLE PREMIUM VARIABLE ANNUITY ACCOUNT

VARIABLE ANNUITY CONTRACTS

PRUCO LIFE MARKET-VALUE ADJUSTMENT ANNUITY CONTRACTS

DISCOVERY PREFERRED
This prospectus describes the Discovery Preferred

SM Annuity Contract* (the ‘‘Contract’’), an individual variable
annuity contract offered by Pruco Life Insurance Company (‘‘Pruco Life’’, ‘‘we’’ or ‘‘us’’), a stock life insurance
company that is a wholly-owned subsidiary of The Prudential Insurance Company of America (‘‘Prudential’’).

The Contract is purchased by making an initial payment of $10,000 or more. Additional payments of $1,000 or
more may also be made. Pruco Life expects that during the second quarter of 1998 it will end the offering of new
Contracts. Owners of existing Contracts will continue to be able to make additional purchase payments. Following
the deduction for any applicable taxes, the purchase payments may be allocated as you direct in one or more of
the following ways.
● They may be allocated to one or more of twelve subaccounts, each of which invests in a corresponding

portfolio of The Prudential Series Fund, Inc. (the ‘‘Series Fund’’).
● They may be allocated to a fixed-rate option which guarantees a stipulated rate of interest for a one year

period.
● They may be allocated to a market-value adjustment option which guarantees a stipulated rate of interest if

held for a seven year period. The market-value adjustment option is not available to residents of Maryland,
Oregon and Washington.

The value allocated to the subaccounts will vary daily with the investment performance of those accounts. If
amounts allocated to a market-value adjustment option are withdrawn or transferred prior to the expiration of the
interest rate period, the contract value will be subject to a Market-Value Adjustment, which could result in receipt
of more or less than the original amount allocated to that option. On the annuity date, the amount credited under
the Contract will be applied to effect a fixed-dollar annuity. Upon annuitization, your participation in the
investment options ceases. Prior to that annuity date, you may withdraw in whole or in part the cash value of the
Contract.

This prospectus provides information a prospective investor should know before investing. Additional
information about the Contract has been filed with the U.S. Securities and Exchange Commission in a Statement
of Additional Information, dated May 1, 1998, which information is incorporated herein by reference, and is
available without charge upon written request to Pruco Life Insurance Company, 213 Washington Street, Newark,
New Jersey 07102-2992, or by telephoning (888) PRU-2888.

The attached prospectus for the Series Fund and its statement of additional information describe the investment
objectives and risks of investing in the portfolios. Additional portfolios and subaccounts may be offered in the
future.

The Contents of the Statement of Additional Information appear on page 22 of this prospectus.

PLEASE READ THIS PROSPECTUS AND KEEP IT FOR FUTURE REFERENCE. IT IS ATTACHED TO A CURRENT

PROSPECTUS FOR THE PRUDENTIAL SERIES FUND, INC.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE U.S. SECURITIES AND EXCHANGE

COMMISSION NOR HAS THE COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS

PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

Pruco Life Insurance Company Prudential Annuity Service Center

213 Washington Street P.O. Box 14205
Newark, New Jersey 07102-2992 New Brunswick, NJ 08906-4205
Telephone: (888) PRU-2888 Telephone: (888) PRU-2888

*Discovery Preferred is a service mark of Prudential.
DISCOP-1 Ed 5-98
Cat. No. 64M630L



PROSPECTUS CONTENTS

Page

DEFINITIONS OF SPECIAL TERMS USED IN THIS PROSPECTUS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1

FEE TABLE . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2

GENERAL INFORMATION ABOUT PRUCO LIFE, THE PRUCO LIFE FLEXIBLE PREMIUM VARIABLE

ANNUITY ACCOUNT, AND THE INVESTMENT OPTIONS AVAILABLE UNDER THE CONTRACT . . . . . . . 5

Pruco Life Insurance Company . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5

Pruco Life Flexible Premium Variable Annuity Account . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5

The Prudential Series Fund, Inc . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6

The Interest-Rate Investment Options and Investments by Pruco Life . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7

DETAILED INFORMATION ABOUT THE CONTRACT . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7

Requirements for Issuance of a Contract . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7

Short-Term Cancellation Right or ‘‘Free Look’’ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7

Allocation of Purchase Payments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7

Cash Value . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8

Guaranteed Interest Rate Periods . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8

What Happens When an Interest Cell Reaches its Maturity Date? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8

Transfers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8

Dollar Cost Averaging . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9

Auto-Rebalancing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9

Withdrawals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9

Automated Withdrawals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10

Market-Value Adjustment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10

Death Benefit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10

Valuation of a Contract Owner’s Contract Fund . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11

CHARGES, FEES AND DEDUCTIONS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11

Premium Taxes and Taxes Attributable to Purchase Payments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11

Administrative Charge . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11

Charge for Assuming Mortality and Expense Risks . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11

Expenses Incurred by the Series Funds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12

Withdrawal Charge . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12

Transaction Charge . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12

Critical Care Access . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13

FEDERAL TAX STATUS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13

Diversification . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13

Taxes Payable by Contract Owners . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13

Withholding . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14

Impact of Federal Income Taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15

Contracts Used in Connection with Tax Favored Plans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15

IRAs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15

SEPs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16

SIMPLE-IRAs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16

TDAs. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16

Minimum Distribution Option . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17

Taxes on Pruco Life . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17

i



PAYOUT PROVISIONS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17

1. Annuity Payments for a Fixed Period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18

2. Life Annuity with 120 Payments Certain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18

3. Interest Payment Option . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18

4. Other Annuity Options . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18

Legal Considerations Relating to Sex-Distinct Annuity Purchase Rates . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19

OTHER INFORMATION . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19

Required Distributions on Death of Owner . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19

Misstatement of Age or Sex . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19

Sale of the Contract and Sales Commissions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19

Voting Rights . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19

Substitution of Series Fund Shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20

Ownership of the Contract . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20

Performance Information . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20

Reports to Contract Owners . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21

State Regulation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21

Experts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21

Litigation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21

Year 2000 Compliance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22

Statement of Additional Information . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22

Additional Information . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22

Financial Statements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22

ACCUMULATION UNIT VALUE . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF

OPERATIONS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25

DIRECTORS AND OFFICERS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 32

EXECUTIVE COMPENSATION . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 33

FINANCIAL STATEMENTS OF THE PRUCO LIFE FLEXIBLE PREMIUM VARIABLE ANNUITY

ACCOUNT . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . A-1

CONSOLIDATED FINANCIAL STATEMENTS OF PRUCO LIFE INSURANCE COMPANY AND

SUBSIDIARIES . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . B-1

MARKET-VALUE ADJUSTMENT FORMULA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . C-1

ii



DEFINITIONS OF SPECIAL TERMS USED IN THIS
PROSPECTUS

Account—See the Pruco Life Flexible Premium  allocated at a guaranteed interest rate periodically
Variable Annuity Account (the ‘‘Account’’), below. declared in advance by Pruco Life but not less

than 3%.
annuitant—The person or persons, designated by
the Contract owner, upon whose life or lives monthly guaranteed interest rate—The effective annual
annuity payments are based after an annuity is interest rate credited during the interest rate period.
effected.

interest cell—A division of the interest-rate
annuity contract—A contract designed to provide an investment options which is established whenever
annuitant with an income, which may be a lifetime you allocate or transfer money into an interest-rate
income, beginning on the annuity date. investment option. The amount in the interest cell is

credited with a guaranteed interest rate, declared in
annuity date—The date, specified in the Contract,

advance by Pruco Life and never less than 3%, if held
when annuity payments begin.

for the duration of the cell’s interest rate period.
cash value—The surrender value of the Contract,

interest-rate investment options—The fixed-rate
which equals the Contract Fund plus or minus any

option and the market-value adjustment option.
Market-Value Adjustments less any withdrawal
charge and any administrative charge due upon interest rate period—The period for which the
surrender. guaranteed interest rate is credited.

charge-free amount—The amount of your Contract Market-Value Adjustment—If amounts are with-
Fund that is not subject to a withdrawal charge. drawn or transferred from a market-value adjustment

option before the end of the interest rate period, a
Contract anniversary—The same day and month as

Market-Value Adjustment will occur. A Market-Value
the Contract date in each later year.

Adjustment may result in an increase, decrease or no
Contract date—The date Pruco Life received the change in the value of the money that was in the
initial purchase payment and certain required interest cell. For the formula used to calculate the
documentation. adjustment, see MARKET-VALUE ADJUSTMENT

FORMULA, on page C1.
Contract Fund—The total value attributable to a
specific Contract representing amounts invested in Market-Value Adjustment Option (‘‘MVA Option’’)—
all the subaccounts and in the interest-rate An interest-rate investment option subject to a
investment options. Market-Value Adjustment.

Contract owner—You. A person who purchases a The Pruco Life Flexible Premium Variable Annuity

Discovery Preferred
SM Contract and makes the Account (the ‘‘Account’’)—A separate account of

purchase payments. The Contract may be owned by Pruco Life registered as a unit investment trust under
joint owners, however, the joint owners must be the Investment Company Act of 1940.
spouses and joint ownership will only be allowed on

The Prudential Series Fund, Inc. (the ‘‘Series
non-qualified accounts. An owner will usually also

Fund’’)—A series mutual fund with separate
be an annuitant, but need not be. An owner has all

portfolios, one or more of which may be chosen as
rights in the Contract before the annuity date.

an underlying investment for the Contract.
Subject to certain limitations and requirements
described in this prospectus, these rights include the subaccount—A division of the Account, the assets of
right to make withdrawals or surrender the Contract, which are invested in shares of the corresponding
to designate and change the beneficiaries who will portfolio of the Series Fund.
receive the proceeds at the death of the annuitant

valuation period—The period of time from one
before the annuity date, to transfer funds among the

determination of the value of the amount invested in
investment options, and to designate a mode of

a subaccount to the next. Such determinations are
settlement for the annuitant on the annuity date.

made when the net asset values of the portfolios are
Contract year—A year that starts on the Contract calculated, which is generally at 4:15 p.m. New York
date or on a Contract anniversary. City time on each day during which the New York

Stock Exchange is open.
fixed-rate option—An investment option under
which Pruco Life credits interest to the amount variable investment options—The subaccounts.

1



FEE TABLE

Contract Owner Transaction Expenses

Sales Charge Imposed on Purchase Payments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . None

Maximum Withdrawal Charge:

The Withdrawal Charge Will Be Equal
For Withdrawals During the Contract To The Following Percentage Of The

Year Indicated Amount Withdrawn*

First Contract Year 7%
Second Contract Year 6%
Third Contract Year 5%
Fourth Contract Year 4%
Fifth Contract Year 3%
Sixth Contract Year 2%
Seventh Contract Year 1%
Eighth and Subsequent Contract Years No Charge

* The withdrawal charge is not imposed on any charge-free withdrawal amounts, withdrawals made under
Critical Care Access, see page 12, or any amount used to provide income under the Life Annuity with 120
Payments Certain Option. There will be a reduction in such withdrawal charge in the case of contracts issued
to Contract owners issue age 84 and older.

Annual Contract Fee and Fee upon Full Withdrawal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . None**
** We reserve the right to impose such a charge in the future, but not more than $25. If made, it will be
apportioned over all the accounts making up the Contract Fund as of the effective date of that deduction. Amounts
apportioned to the two interest-rate investment options will reduce the interest cells on a FIFO (first in/first out)
basis determined by the age of the cell. The charge will not be made upon withdrawals under Critical Care Access
or if the Contract Fund is $50,000 or more.
Transfer Charge . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $25
Imposed only for transfers in excess of twelve transfers in a Contract year,

excluding transfers in connection with Dollar Cost Averging and Auto-Rebalancing

Separate Account Annual Expenses
(as a Percentage of average Contract Fund)

All Subaccounts

Mortality and Expense Risk Charge . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.25%
Administrative Fee . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.15%

Total Separate Account Annual Expenses . . . . . . . . . . . . . . . . . . . . . . . . 1.40%

The Prudential Series Fund, Inc. Annual Expenses
(as a percentage of portfolio average net assets)

High
Money Diversified Conservative Flexible Yield
Market Bond Balanced Managed Bond Stock Index

Investment Management Fee. . . . . . . . . . . . .40% .40% .55% .60% .55% .35%
Other Expenses . . . . . . . . . . . . . . . . . . . . . . . . .03% .03% .01% .02% .02% .02%

Total Series Fund Annual Expenses. . . . . . .43% .43% .56% .62% .57% .37%
Small

Equity Prudential Capitalization Natural
Income Equity Jennison Stock Global Resources

Investment Management Fee. . . . . . . . . . . . .40% .45% .60% .40% .75% .45%
Other Expenses . . . . . . . . . . . . . . . . . . . . . . . . .01% .01% .04% .10% .10% .09%

Total Series Fund Annual Expenses. . . . . . .41% .46% .64% .50% .85% .54%
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The purpose of the foregoing tables is to assist Contract owners in understanding the expenses of the Pruco Life
Flexible Premium Variable Annuity Account and The Prudential Series Fund, Inc. that they bear, directly or
indirectly. See the sections on charges in this prospectus and the attached prospectus for the Series Fund. The
above tables do not include any taxes attributable to purchase payments nor any premium taxes. Currently, there
is no deduction for such taxes at the time purchase payments are made, but in some states, a deduction is made
when an annuity is effected.

Except for the Global Portfolio, Prudential reimburses a portfolio when its ordinary operating expenses, excluding
taxes, interest, and brokerage commissions exceed 0.75% of the portfolio’s average daily net assets. The amounts
listed for the portfolios under ‘‘Other Expenses’’ are based on amounts incurred in the last fiscal year.

Examples of Fees and Expenses

The following examples illustrate the cumulative dollar amount of all the above expenses that would be incurred
on each $1,000 of your investment.

● The examples assume a consistent 5% annual return on invested assets;

● The examples do not take into consideration any taxes attributable to purchase payments nor any premium
taxes which may be payable at the time of annuitization or at the time of purchase payments;

For a term less than 10 years, the expenses shown in Table I describe applicable charges for the withdrawal of your
entire Contract Fund or if you use your Contract Fund to effect an annuity assuming, in each case, that your
Contract Fund is invested entirely in the designated portfolio. The examples should not be considered to be a

representation of past or future expenses; actual expenses incurred in any given year may be more or less than

those shown in the examples.
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TABLE I

If you withdraw your entire Contract Fund just prior to the end of the applicable time period or if you use your
Contract Fund to effect an annuity at the end of the applicable time period, you would pay the following
cumulative expenses on each $1,000 invested. (Note: The 1, 3 and 5 Year columns reflect the imposition of the
withdrawal charge; however, if you choose certain annuity options after the first year this charge will not be made.
Where this is the case, the expenses shown in Table II below would be applicable. See Withdrawal Charge, on
page 12.)

1 Year 3 Years 5 Years 10 Years

Money Market Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $82 $ 93 $114 $215
Diversified Bond Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $82 $ 93 $114 $215
Conservative Balanced Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $83 $ 97 $121 $229
Flexible Managed Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $84 $ 98 $124 $235
High Yield Bond Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $83 $ 97 $121 $230
Stock Index Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $81 $ 91 $111 $208
Equity Income Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $81 $ 92 $113 $213
Equity Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $82 $ 93 $116 $218
Prudential Jennison Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $84 $ 99 $125 $237
Small Capitalization Stock Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . $82 $ 95 $118 $222
Global Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $86 $105 $135 $258
Natural Resources Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $83 $ 96 $120 $226

TABLE II

If you do not withdraw any portion of your Contract Fund as of the end of the applicable time period, you would
pay the following cumulative expenses on each $1,000 invested.

1 Year 3 Years 5 Years 10 Years

Money Market Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $19 $58 $ 99 $215
Diversified Bond Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $19 $58 $ 99 $215
Conservative Balanced Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $20 $62 $106 $229
Flexible Managed Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $21 $63 $109 $235
High Yield Bond Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $20 $62 $106 $230
Stock Index Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $18 $56 $ 96 $208
Equity Income Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $18 $57 $ 98 $213
Equity Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $19 $58 $101 $218
Prudential Jennison Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $21 $64 $110 $237
Small Capitalization Stock Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . $19 $60 $103 $222
Global Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $23 $70 $120 $258
Natural Resources Portfolio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $20 $61 $105 $226

Notice that in both of the above tables, the level of cumulative charges is identical for the 10 year column. This is
because at that point there are no withdrawal charges taken by Pruco Life upon surrender or annuitization.

The required table of accumulation unit values, which sets out certain historical information about the value of
interests in each subaccount, appears in the Appendix to this prospectus on page 23.
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GENERAL INFORMATION ABOUT PRUCO LIFE,
THE PRUCO LIFE FLEXIBLE PREMIUM

VARIABLE ANNUITY ACCOUNT, AND THE
INVESTMENT OPTIONS AVAILABLE UNDER THE

CONTRACT

Pruco Life Insurance Company

Pruco Life Insurance Company is a stock life insurance company organized in 1971 under the laws of the State of
Arizona. Pruco Life is licensed to sell life insurance and annuities in the District of Columbia, Guam, and in all
states except New York.

Pruco Life is a wholly-owned subsidiary of Prudential, a mutual insurance company founded in 1875 under the
laws of the State of New Jersey. Prudential is currently considering reorganizing itself into a stock company. This
form of reorganization, known as demutualization, is a complex process that may take two or more years to
complete. No plan of demutualization has been adopted yet by Prudential’s Board of Directors. Adoption of a plan
of demutualization would occur only after enactment of appropriate legislation in New Jersey and would have to
be approved by Prudential’s policyholders and appropriate state insurance regulators. Throughout the process,
there will be a continuing evaluation by the Board of Directors and management of Prudential as to the desirability
of demutualization. The Board of Directors, in its discretion, may choose not to demutualize or to delay
demutualization for a time.

Should Prudential convert to a stock company, the allocation of stock, cash or other benefits to policyholders and
contractowners would be made in accordance with procedures set forth in the plan of demutualization. In recent
demutualizations, policyholders and contractowners of the converting mutual insurer have been eligible to
receive consideration while policyholders and contractowners of the insurer’s stock subsidiaries have not. It has
not yet been determined whether any exceptions to that general approach will be made with respect to
policyholders and Contract owners of Prudential’s subsidiaries, including Pruco Life.

As of December 31, 1997, Prudential has invested over $442 million in Pruco Life in connection with Pruco Life’s
organization and operation. Prudential may from time to time make additional capital contributions to Pruco Life
as needed to enable it to meet its reserve requirements and expenses in connection with its business. Prudential is
under no obligation to make such contributions and its assets do not back the benefits payable under the Contract.
Pruco Life’s consolidated financial statements appear on page B1 and should be considered only as bearing upon
Pruco Life’s ability to meet its obligations under the Contracts.

Pruco Life Flexible Premium Variable Annuity Account

The Pruco Life Flexible Premium Variable Annuity Account was established on June 16, 1995 under Arizona law as
a separate investment account. The Account meets the definition of a ‘‘separate account’’ under federal securities
laws. Pruco Life is the legal owner of the assets in the Account and is obligated to provide all benefits under the
Contracts. Pruco Life will at all times maintain assets in the Account with a total market value at least equal to the
reserve and other liabilities relating to the variable benefits attributable to the Account. These assets are
segregated from all of Pruco Life’s other assets and may not be charged with liabilities which arise from any other
business Pruco Life conducts. In addition to these assets, the Account’s assets may include funds contributed by
Pruco Life to commence operation of the Account and may include accumulations of the charges Pruco Life makes
against the Account. From time to time these additional assets will be transferred to Pruco Life’s general account.
Before making any such transfer, Pruco Life will consider any possible adverse impact the transfer might have on
the Account.

The Account is registered with the U.S. Securities and Exchange Commission (‘‘SEC’’) under the Investment
Company Act of 1940 (‘‘1940 Act’’) as a unit investment trust, which is a type of investment company. This does
not involve any supervision by the SEC of the management or investment policies or practices of the Account. For
state law purposes, the Account is treated as a part or division of Pruco Life. There are currently twelve
subaccounts within the Account, each of which invests in corresponding portfolios of the Series Fund. Additional
subaccounts may be added in the future. The Account’s financial statements begin on page A-1.
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The Prudential Series Fund, Inc.

The Prudential Series Fund, Inc. is registered under the 1940 Act as an open-end diversified management
investment company. Its shares are currently sold only to separate accounts of Prudential and certain other
subsidiary insurers that offer variable life insurance and variable annuity contracts. The Account will purchase and
redeem shares from the Series Fund at net asset value. Shares will be redeemed to the extent necessary for Pruco
Life to provide benefits under the Contract and to transfer assets from one subaccount to another, as requested by
Contract owners. Any dividend or capital gain distribution received from a portfolio of the Series Fund will be
reinvested immediately at net asset value in shares of that portfolio and retained as assets of the corresponding
subaccount.

Prudential is the investment advisor for the assets of each of the portfolios of the Series Fund. Prudential’s
principal business address is 751 Broad Street, Newark, New Jersey 07102-3777. Prudential has a Service
Agreement with its wholly-owned subsidiary The Prudential Investment Corporation (‘‘PIC’’), which provides that,
subject to Prudential’s supervision, PIC will furnish investment advisory services in connection with the
management of the Series Fund. In addition, Prudential has entered into a Subadvisory Agreement with its
wholly-owned subsidiary Jennison Associates Capital Corp. (‘‘Jennison’’), under which Jennison furnishes
investment advisory services in connection with the management of the Prudential Jennison Portfolio. Further
detail is provided in the prospectus and statement of additional information for the Series Fund. Prudential, PIC
and Jennison are registered as investment advisors under the Investment Advisers Act of 1940.

As an investment advisor, Prudential charges the Series Fund a daily investment management fee as
compensation for its services. The following table shows the investment management fee charged for each
portfolio of the Series Fund available for investment by Contract owners.

Annual Investment
Management Fee as

a Percentage of Average
Portfolio Daily Net Assets

Money Market Portfolio 0.40%
Diversified Bond Portfolio 0.40%
Conservative Balanced Portfolio 0.55%
Flexible Managed Portfolio 0.60%
High Yield Bond Portfolio 0.55%
Stock Index Portfolio 0.35%
Equity Income Portfolio 0.40%
Equity Portfolio 0.45%
Prudential Jennison Portfolio 0.60%
Small Capitalization Stock Portfolio 0.40%
Global Portfolio 0.75%
Natural Resources Portfolio 0.45%

It is conceivable that in the future it may become disadvantageous for both variable life insurance and variable
annuity contract separate accounts to invest in the same underlying mutual fund. Although neither the companies
which invest in the Series Fund, nor the Series Fund currently foresees any such disadvantage, the Series Fund’s
Board of Directors intends to monitor events in order to identify any material conflict between variable life
insurance and variable annuity contract owners and to determine what action, if any, should be taken in response
thereto. Material conflicts could result from such things as: (1) changes in state insurance law; (2) changes in
federal income tax law; (3) changes in the investment management of any portfolio of the Series Fund; or
(4) differences between voting instructions given by variable life insurance and variable annuity contract owners.

A full description of the Series Fund, its investment objectives, management, policies, and restrictions, its

expenses, the risks attendant to investment therein—including any risks associated with investment in the High

Yield Bond Portfolio, and all other aspects of its operation is contained in the attached prospectus for the Series

Fund and in its statement of additional information, which should be read in conjunction with this prospectus.

There is no assurance that the investment objectives will be met.
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The Interest-Rate Investment Options and Investments by Pruco Life

Purchase payments invested in the interest-rate investment options do not result in participation in the
investment gains or losses of any designated portfolio of investments as is the case for payments invested in the
variable investment options. The amounts invested in the interest-rate investment options are credited with
interest at rates guaranteed by Pruco Life. All of Pruco Life’s assets stand behind those guarantees.

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

DETAILED INFORMATION ABOUT THE CONTRACT

Requirements for Issuance of a Contract

The minimum initial purchase payment is $10,000. Any purchase payments in excess of $2 million require prior
approval of Pruco Life. The Contract may generally be issued on proposed annuitants below the age of 86.
Contracts purchased in connection with Individual Retirement Annuity plans (IRAs) will generally be issued to
annuitants below the age of 70. However, IRA Contracts may be issued up to age 80 provided that the Minimum
Distribution Option or other appropriate Internal Revenue Service (‘‘IRS’’) election is made. Before issuing any
Contract, we require submission of certain information. Following our review of the information and approval of
issuance, a Contract will be issued that sets forth precisely your rights and Pruco Life’s obligations. You may
thereafter make additional payments of $1,000 or more, but there is no obligation to do so.

The Contract date will be the date the initial purchase payment and required information in good order are
received at the Prudential Annuity Service Center. The initial purchase payment is credited to the Contract Fund as
of the Contract date. If the initial purchase payment that you submit is not accompanied by all the information we
need to issue the Contract, we will contact you to get the needed information. If we cannot obtain all the needed
information within five business days after receipt, we will either return your initial purchase payment or get your
consent to retaining it until we have received all the necessary information. If the current underwriting
requirements are not met and the issuance of the Contract is not approved, the purchase payment will promptly
be returned. Pruco Life reserves the right to change these requirements on a non-discriminatory basis. Similarly,
subsequent purchase payments will be credited to the Contract Fund on the date following the valuation period
during which it was received in good order at the Prudential Annuity Service Center.

Short-Term Cancellation Right or ‘‘Free Look’’

You can cancel the Contract within 10 days after receiving it (or whatever greater period is required in your state).
A refund may be requested by mailing or delivering the Contract to the representative who sold it or to the
Prudential Annuity Service Center. You will receive whatever your Contract is worth as of the day we receive your
request, plus or minus the market-value adjustment with respect to any values in the MVA option. This may be
more or less than your original payments. Some states require that we return your payments, less any previous
withdrawals. If this Contract was purchased as an IRA, and you exercise this cancellation right, the purchase
payments or the total value of the Contract Fund (whichever is greater) will be refunded to you.

Allocation of Purchase Payments

You determine how the initial purchase payment will be allocated among the subaccounts and interest-rate
investment options by specifying the desired allocation on the application form for the Contract. You may choose
to allocate nothing to a particular subaccount or interest-rate option. Unless you tell us otherwise, subsequent
purchase payments will be allocated in the same proportions as the most recent purchase payment made (unless
that was a purchase payment you directed us to allocate on a one time-only basis). Subsequent purchase
payments are credited to the Contract Fund as of the end of the valuation period in which a proper request is
received at the Prudential Annuity Service Center. You may change the way in which subsequent purchase
payments are allocated by providing Pruco Life with proper written instruction or by telephoning the Prudential
Annuity Service Center once you have provided the appropriate identification. See Transfers, page 8.
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Cash Value

The cash value of the Contract is the amount you will receive if you withdraw all of your Contract Fund. It is equal
to the value of the Contract Fund plus or minus any applicable Market-Value Adjustment of all amounts in MVA
option interest cells and minus any applicable administrative or withdrawal charge. A withdrawal will generally
have federal income tax consequences, which could include tax penalties. You should consult with a tax adviser
before making a withdrawal. See Withdrawals, on page 9 and Federal Tax Status, on page 13.

Guaranteed Interest Rate Periods

Pruco Life determines the effective guaranteed annual interest rate (‘‘guaranteed interest rate’’) that is available at
any given time for the one year fixed-rate option and for the MVA option. This is the rate that the portion of the
Contract Fund allocated to that option will earn throughout each interest rate period. The rates change frequently
and you may learn what rate[s] are available from your Pruco Life representative. When you select an interest-rate
investment option, your payment will be allocated to an interest rate cell and the interest rate will then not change
until the cell’s maturity date. Interest will be added to the amount in the cell daily at a rate that will provide the
guaranteed effective yield over the period of one year. Although the guaranteed interest rates offered may
change, the minimum guaranteed interest rate will never be less than an effective annual rate of 3%.

What Happens When an Interest Cell Reaches its Maturity Date?

On each maturity date, we will offer an election to transfer the amount maturing into either of the available
interest-rate investment options or the subaccounts. A Market-Value Adjustment will not be made if this is done
within the first 30 days after an interest cell within the MVA option matures. Any amount that you transfer into the
same interest-rate investment option during the 30-day period will receive the appropriate rate for that option,
effective as of the maturity date. Amounts that you withdraw or transfer into a variable investment option or into a
different interest-rate investment option during the 30-day period will receive interest for the period between the
maturity date and the date of withdrawal or transfer at the declared renewal rate for the matured cell (i.e. as if you
had taken no action within the 30-day period) and will be effective on the date Pruco Life receives your request. If
you do not make an election to transfer within the 30-day period following the maturity date, the amount maturing
will ordinarily be transferred into a new interest cell of the same duration as the maturing cell at the prevailing
interest rate. The transfer date will be the maturity date.

Transfers

You may transfer out of an investment option into any combination of other investment options available under
the Contract. The transfer request may be in dollars, such as a request to transfer $1,000 from one subaccount to
another, or may be in terms of a percentage reallocation among subaccounts. You may make transfers by proper
written notice to the Prudential Annuity Service Center, or by telephone. Transfers will take effect as of the end of
the valuation period in which a proper transfer request is received at the Prudential Annuity Service Center.

You will automatically be enrolled to use the Telephone Transfer System unless you elect not to have this
privilege. Pruco Life has adopted procedures designed to ensure that requests by telephone are genuine. We will
not be held liable for following telephone instructions that we reasonably believe to be genuine. We cannot
guarantee that you will be able to get through to complete a telephone transfer during peak periods such as
periods of drastic economic or market change.

Transfers out of an interest cell in the fixed-rate option are permitted only during the 30-day period following its
maturity date. Amounts transferred from a MVA Option interest cell may be subject to a Market-Value Adjustment
if the transfer is not made in the 30-day period following the maturity date of the interest cell.

The Contract was not designed for professional market timing organizations or other organizations or individuals
using programed, large or frequent transfers. A pattern of exchanges that coincides with a ‘‘market timing’’
strategy may be disruptive to the Funds and will be discouraged. If such a pattern were to be found, we may be
required to modify the transfer procedures, including but not limited to, not accepting transfer requests of an
agent acting under a power of attorney on behalf of more than one owner.
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You may make up to 12 transfers a year without charge. Thereafter, Pruco Life will assess a charge of $25 for each
subsequent transfer during that Contract year. See Transaction Charge, page 12. Dollar Cost Averaging and Auto-
Rebalancing are free transfers and do not count towards the 12 transfers per year that can be made without
charge.

Dollar Cost Averaging

Additionally, an administrative feature called Dollar Cost Averaging (‘‘DCA’’) is available to Contract owners. This
feature allows you to transfer amounts out of the fixed-rate option or one of the variable investment options
(designated as the ‘‘DCA account’’) and into one or more other variable investment options. Transfers may be in
specific dollar amounts or percentages of the amount in the DCA account at the time of the transfer. If the DCA
account balance drops below $250, the entire remaining balance of the account will be transferred on the next
transfer date. A subsequent purchase payment allocated to a depleted DCA account will ‘‘reactivate’’ the account.
You may ask that transfers be made monthly, quarterly, semi-annually or annually. You can add to the DCA
account at any time. Initial transfers must be at least 3% of the DCA account. These amounts are subject to change
at Pruco Life’s discretion. Any transfers made pursuant to DCA are not counted in determining the number of
transfers subject to the transfer charge.

Each automatic transfer will take effect as of the end of the valuation period in monthly, quarterly, semi-annual or
annual intervals as designated by you based on the date the Dollar Cost Averaging account was established
provided the New York Stock Exchange is open on that date. If the New York Stock Exchange is not open on a
transfer date, the transfer will take effect as of the end of the valuation period which immediately follows that date.
Automatic transfers will continue until the amount in the DCA account has been transferred, or until you notify us
of a change in allocation or cancellation of the feature.

Auto-Rebalancing

This Contract offers another investment technique that you may find attractive. The Auto-Rebalancing feature
allows you to automatically rebalance subaccount assets at specified intervals based on percentage allocations
that you choose. For example, suppose your initial investment allocation of variable investment options A and B is
split 40% and 60%, respectively. Then, due to investment results, that split changes. You may instruct that those
assets be rebalanced to your original or different allocation percentages. Auto-Rebalancing can be performed on a
one-time basis or periodically, as you choose. You may select that rebalancing occur on a monthly, quarterly,
semi-annual or annual basis based on your Contract year. Rebalancing will take effect as of the end of the
valuation period in the intervals you specify and will continue at those intervals until you notify us otherwise. If the
New York Stock Exchange is not open on the rebalancing date, the transfer will take effect as of the end of the
valuation period which immediately follows that date. Any transfers made pursuant to Auto-Rebalancing are not
counted in determining the number of transfers subject to the transfer charge. The interest-rate investment
options cannot participate in this administrative feature. In addition, you may not include the DCA account as one
of the subaccounts to be rebalanced.

Withdrawals

You may at any time before the annuity date make a withdrawal from the Contract Fund of all or part of the cash
value of the Contract. However, Pruco Life’s consent will be required for a partial withdrawal if the amount
requested is less than $500. For federal income tax purposes, withdrawals from Contracts other than individual
retirement annuities are considered to have been made first from investment income. See Taxes Payable by

Contract Owners, page 13.

You may specify from which investment options you would like the withdrawal processed. The withdrawal
amount may be specified as a dollar amount or as a percentage of the Contract Fund. If you do not specify from
where you would like the withdrawal processed, a partial withdrawal will be withdrawn proportionally from all
investment options. Within the interest-rate investment options, we will take the withdrawal first from the oldest
eligible interest cell or cells. A Market-Value Adjustment may apply. See Market-Value Adjustment, page 10.

Only amounts withdrawn from purchase payments are subject to a withdrawal charge. For purposes of
determining withdrawal charges, withdrawals are considered as having been made first from purchase
payments. See Withdrawal Charge, page 12. This differs from the treatment of withdrawals for federal income
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taxes, as described above, where generally withdrawals are considered to have been made first from investment
income. The withdrawal will be effected as of the end of the valuation period in which a proper withdrawal request
is received at the Prudential Annuity Service Center.

Pruco Life will generally pay the amount of any withdrawal, less any required tax withholding, within 7 days after
we receive a properly completed withdrawal request. We will adjust the Contract Fund to reflect any applicable
sales and/or administrative charge and Market-Value Adjustment. We may delay payment of any withdrawal
allocable to the subaccount[s] for a longer period if the disposal or valuation of the Account’s assets is not
reasonably practicable because the New York Stock Exchange is closed for other than a regular holiday or
weekend, trading is restricted by the SEC or the SEC declares that an emergency exists. With respect to the
amount of any withdrawal allocable to the interest-rate investment options, we expect to pay the withdrawal
promptly upon request.

Automated Withdrawals

Pruco Life also offers an Automated Withdrawal feature which enables you to receive periodic withdrawals either
monthly, quarterly, semi-annually or annually. Withdrawals may be made from a designated investment option or
proportionally from all investment options. Withdrawals may be expressed as a specified dollar amount or as a
percentage of the Contract Fund. Market-value adjustments may apply, and withdrawal charges may apply if the
withdrawals in any Contract year exceed the charge-free amount. The minimum automated withdrawal amount is
$250.00. An automated withdrawal will generally have federal income tax consequences, which could include tax
penalties. See Taxes Payable by Contract Owners, page 13.

Market-Value Adjustment

An amount transferred or withdrawn from an MVA option before its maturity date will be subject to a Market-Value
Adjustment.

The amount of the Market-Value Adjustment depends upon the difference between the guaranteed interest rate
for the interest cell from which the withdrawal or transfer is being made and the interest rate being declared on the
date of the withdrawal or transfer by Pruco Life for interest rate periods approximately equal to one year longer
than the time remaining until the maturity date of the interest cell. Pruco Life may not always offer MVA options at
all durations. Rates for intermediate durations not currently offered will be declared as often as rates for durations
which are offered. Such declared rates will be determined in a manner consistent with the offered rates, but
reflecting the different investment horizon of the intermediate duration. If you specify your withdrawal or transfer
as a dollar amount, the Market-Value Adjustment may increase or decrease the amount remaining in the MVA
option. If you request the withdrawal or transfer as a percentage of the Contract Fund, the Market-Value
Adjustment may increase or decrease the amount being withdrawn or transferred. If the current declared rate is
higher than the guaranteed rate, there will be a decrease. If the current declared rate is lower than the guaranteed
rate, there will be an increase. The adjustment—whether up or down—will never be greater than 40% of each
amount subject to the adjustment. For a more precise description of how the Market-Value Adjustment is
determined, and an example of how it affects the amount remaining after a partial withdrawal, see MARKET-

VALUE ADJUSTMENT FORMULA on page C-1. With respect to residents of Pennsylvania only, see page C-4. The
Market-Value Adjustment Option is not available to residents of Maryland, Oregon and Washington.

Death Benefit

If the last surviving or sole annuitant dies prior to the annuity date, Pruco Life will, upon receipt of all of the
information necessary to make the payment (including due proof of death and election of a payment option), pay
a death benefit to the beneficiary designated by the Contract owner. The death benefit will equal the greatest of:
(1) the Contract Fund as of the date of due proof of death; (2) the sum of all invested purchase payments made less
total withdrawals made (including withdrawal charges); and (3) the greatest of the Contract Fund values
calculated on every third Contract anniversary reduced by all subsequent withdrawals and withdrawal charges. If
the Contract owner dies, and is not the last surviving or sole annuitant, this death benefit is not applicable. For a
discussion of the required distribution rules, See Taxes Payable by Contract Owners, page 13.
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The beneficiary may receive this amount in one sum or under a payout option. Unless the beneficiary has been
irrevocably designated, you may change the beneficiary at any time. If the annuitant dies after he or she has
begun to receive annuity payments, the death benefit, if any, will be determined by the type(s) of payout
provisions then in effect.

If the annuitant was the sole owner of the Contract, the annuitant’s spouse was the sole beneficiary, and the
spouse had an unrestricted right to receive the death benefit in one sum, then the spouse has the right to continue
the Contract as annuitant and owner.

Valuation of a Contract Owner’s Contract Fund

The value of your Contract Fund is the sum of your interests in the variable investment options and in the interest-
rate investment options. The portion of the Contract Fund allocated to the Account is the sum of the interests in
each subaccount. The values are measured in Units, for example, Money Market Units, Diversified Bond Units or
Flexible Managed Units. Every purchase payment made by an owner is converted into Units of the subaccount or
subaccounts selected by dividing the amount of the purchase payment by the Unit Value for the subaccount to
which that amount has been allocated. The value of these Units changes each valuation period to reflect the
investment results, expenses, and charges of the subaccount and the corresponding Series Fund portfolio.
Further detail about Units is contained in the Statement of Additional Information.

There is, of course, no guarantee that your Contract Fund will increase or that it will not fall below the amount of
your total purchase payments. However, Pruco Life guarantees a minimum interest rate of 3% a year on that
portion of the Contract Fund allocated to the interest-rate investment options. Excess interest on payments
allocated to the interest-rate investment options may be credited in addition to the guaranteed interest rate. A
Market-Value Adjustment may apply to amounts held in the MVA option, which could reduce effective annual
yields below the guaranteed interest rate levels.

CHARGES, FEES AND DEDUCTIONS

Premium Taxes and Taxes Attributable to Purchase Payments

A charge may be deducted for premium taxes and any taxes attributable to purchase payments. For these
purposes, ‘‘premium taxes and taxes attributable to purchase payments’’ shall include any state or local premium
taxes and any federal premium taxes and any federal, state or local income, excise, business or any other type of
tax (or component thereof) measured by or based upon the amount of premium received by Pruco Life. If Pruco
Life pays a state or local tax at the time purchase payments are made, the deduction will be made at the time
based on the applicable rate. Currently, no such deduction is made from purchase payments in any state. In some
states, however, Pruco Life pays a premium tax when an annuity is effected. In those states, the tax will be
deducted at that time. The tax rates currently in effect in those states that impose a tax range from 0.5% to 5%, and
may also vary depending on whether the Contract is issued in connection with an IRA. Pruco Life also reserves the
right to deduct from each purchase payment a charge for taxes measured by premiums. Currently, no such charge
is being made in any state.

Administrative Charge

There is an administrative charge to reimburse Pruco Life for the expenses incurred in administering the
Contracts. This includes such things as issuing the Contract, establishing and maintaining records, and providing
reports to Contract owners. This charge is deducted daily from the assets in each of the variable subaccounts and
is equivalent to an effective annual rate of 0.15% (.00041065% daily). Although we do not do so now, we reserve
the right to impose an additional charge of up to $25 annually and upon surrender on Contracts with less than
$50,000 in the Contract Fund. This $25 charge would be apportioned over all investment options making up the
Contract Fund as of the effective date of that deduction.

Charge for Assuming Mortality and Expense Risks

A deduction is made daily from the assets of each of the variable investment options to reimburse Pruco Life for
assuming the risk that our estimates of longevity and of the expenses we expect to incur over the lengthy periods
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that the Contract may be in effect will turn out to be incorrect. The charge is made daily at an annual rate of 1.25%
(.00340349% daily) of the assets held in the subaccounts. This charge is not assessed against amounts allocated to
the interest-rate investment options.

Expenses Incurred by the Series Fund

The charges and expenses of the Series Fund are indirectly borne by the Contract owners. Investment
management fees for the available Series Fund portfolios are briefly described under The Prudential Series Fund,

Inc. on page 6. Further details about management fees and other underlying fund expenses are provided in the fee
table and in the attached prospectus for the Series Fund and its statement of additional information.

Withdrawal Charge

A withdrawal charge may be made upon full or partial withdrawals. The charge compensates Pruco Life for paying
all of the expenses of selling and distributing the Contracts, including sales commissions, printing of
prospectuses, sales administration, preparation of sales literature, and other promotional activities. No
withdrawal charge is imposed whenever earnings are withdrawn.

Withdrawals are deemed to be made first from purchase payments and then from earnings. A portion of the
purchase payments to be withdrawn in any Contract year may be withdrawn without the imposition of any
charge. That amount is referred to as the ‘‘charge-free amount’’. It is equal to 10% of the total of all purchase
payments plus any charge-free amount still available from the immediately preceding Contract year, calculated as
of the Contract anniversary. Subsequent purchase payments made during a Contract year increase the charge-
free amount by 10% of the payment amount. An example of how the charge-free amount and the withdrawal
charge are determined is given on page C-1 as part of the example of how the Market-Value Adjustment works.
With respect to residents of Pennsylvania only see page C-4.

If your withdrawal of purchase payments exceeds the charge-free amount and it is made within the first seven
Contract years, a percentage charge will be applied. The withdrawal charge is based on Contract date and not
deposit date. The following table sets forth the rates that apply:

The Withdrawal Charge Will Be Equal
For Withdrawals During The Contract To The Following Percentage Of The

Year Indicated Amount Withdrawn*

First Contract Year 7%
Second Contract Year 6%
Third Contract Year 5%
Fourth Contract Year 4%
Fifth Contract Year 3%
Sixth Contract Year 2%
Seventh Contract Year 1%
Eighth and Subsequent Contract Years No Charge

* Subject to charge-free amount described above.

No withdrawal charge is made upon a withdrawal used to effect an annuity under the Life Annuity with 120
Payments Certain option. See PAYOUT PROVISIONS, page 17. Pruco Life may reduce or eliminate the amountof
the withdrawal charge when the Contract is sold under circumstances which reduce its sales expenses. Some
examples are: if there is a large group of individuals that will be purchasing the Contract or a prospective
purchaser already has a relationship with Pruco Life or its affiliates.

Contracts issued to annuitants aged 84 or older are subject to a reduced withdrawal charge. The withdrawal
charge will never be greater than permitted by applicable law or regulation.

Transaction Charge

There is a charge of $25 for each transfer you make after the first 12 (excluding DCA and auto-rebalancing
transfers) in a Contract year. The charge is taken pro-rata from the investment options from which the transfer is
made. Any affected MVA option cells will not undergo a Market-Value Adjustment as a result of this processing.

12



Critical Care Access

All or part of any withdrawal and annual administrative charges associated with a full or partial withdrawal,or any
withdrawal charge due on the annuity date, will be waived following the receipt of due proof that the annuitant or
(if applicable) co-annuitant has been confined to an eligible nursing home or hospital for a period of at least 3
months or a physician has certified that the annuitant or co-annuitant is terminally ill (i.e., has 6 months or less to
live).

FEDERAL TAX STATUS

The following discussion is based on current law and interpretations which may change. The discussion is general
in nature. It is not intended as tax advice. Nor does it consider any applicable state or other tax laws. A qualified tax
adviser should be consulted for complete information and advice. The following rules do not generally apply to
annuity contracts held by or for non-natural persons (e.g. corporations) or to contracts held under tax-favored
retirement plans (other than an IRA rollover). Where a Contract is held by a non-natural person, unless the
Contract owner is a nominee or agent for a natural person (or in other limited circumstances), the Contract will
generally not be treated as an annuity for tax purposes, and increases in the value of the Contract will be subject to
current tax.

Diversification

Section 817(h) of the Internal Revenue Code (the ‘‘Code’’) provides that the underlying investments for a variable
annuity must satisfy certain diversification requirements. For further detail on diversification requirements, see
DIVIDENDS, DISTRIBUTIONS, AND TAXES in the attached prospectus for the Series Fund. Pruco Life believes the
underlying variable investment options for the Contract meet these diversification requirements. IRS regulations
issued to date, however, do not provide guidance concerning the extent to which Contract owners may direct their
investments to particular divisions of a separate account. Such guidance will be included in regulations or
revenue rulings under Section 817(d) relating to the definition of a variable contract. Because of this uncertainty,
Pruco Life reserves the right to make such changes as it deems necessary to assure that the Contract continues to
qualify as an annuity for tax purposes. Any such changes will apply uniformly to affected Contract owners and will
be made with such notice to affected Contract owners as is feasible under the circumstances.

Taxes Payable by Contract Owners

Under current law, Pruco Life believes that the Contract will be treated as an annuity for Federal income tax
purposes and that the issuing insurance company, Pruco Life, and not the Contract owner, will be treated as the
owner of the underlying investments for the Contract. Accordingly, generally no tax should be payable by any
Contract owner as a result of any increase in the value of the Contract until money is received by him or her. It is
important, however, to consider how amounts that are received will be taxed.

The Code provides generally that amounts withdrawn by a Contract owner from his or her Contract, before
annuity payments begin, will be treated for tax purposes as being first withdrawals of investment income, rather
than withdrawals of purchase payments, until all investment income has been withdrawn.

To the extent assignment is authorized by the Contract, the assignment or pledge of (or agreement to assign or
pledge) any portion of the value of the Contract for a loan will be treated as a withdrawal subject to these rules.
Amounts withdrawn before annuity payments begin which represent a distribution of investment income will be
taxable as ordinary income and may, under certain circumstances, be subject to a penalty tax. For non-qualified
Contracts, amounts which represent a withdrawal of purchase payments will not be taxable as ordinary income or
subject to a penalty tax. Moreover, all annuity contracts issued by the same company (and affiliates) to the same
Contract owner during any calendar year shall be treated as one annuity contract for purposes of determining
whether an amount is subject to tax under these rules.

Different tax rules apply to your receipt of annuity payments. For Contracts other than those used in connection
with tax favored plans, a portion of each annuity payment you receive under a Contract will be treated as a partial
return of your purchase payments and will not be taxable. The remaining portion of the annuity payment will be
taxed as ordinary income. Exactly how an annuity payment is divided into taxable and non-taxable portions
depends upon the period over which annuity payments are expected to be received, which in turn is governed by
the form of annuity selected and, where a lifetime annuity is chosen, by the life expectancy of the annuitant.
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Annuity payments which are received after the annuitant recovers the full amount of the purchase payments will
be fully includible in income. Should annuity payments cease on account of the death of the annuitant before
purchase payments have been fully recovered, the annuitant, on his or her last tax return, (or in certain cases the
beneficiary) is allowed a deduction for the unrecovered amount.

The Code provides that any amount received under an annuity contract which is included in income may be
subject to a penalty tax. The amount of the penalty is equal to 10% of the amount that is includible in income.
Some withdrawals will be exempt from the penalty. They include withdrawals: (1) made on or after the Contract
owner reaches age 591⁄2; (2) made on or after the death of the Contract owner; (3) attributable to the Contract
owner becoming disabled within the meaning of Code section 72(m)(7); (4) in the form of level annuity payments
made not less frequently than annually under a lifetime annuity; (5) allocable to investment in the Contract before
August 14, 1982; (6) under a qualified funding asset (defined by Code section 130(d)); or (7) under an immediate
annuity contract (within the meaning of Code section 72(u)(4)).

If the 10% penalty tax does not apply to a withdrawal by reason of the exception for withdrawals in the form of a
level annuity (clause (4) above), but the series of payments is modified (other than by reason of death or
disability), either (a) before the end of the 5-year period beginning with the first payment and after the Contract
owner reaches age 591⁄2, or (b) before the Contract owner attains age 591⁄2, the Contract owner’s tax for the year of
the modification will be increased by the penalty tax that would have been imposed without the exception, plus
interest for the deferral period.

Where a Contract is issued in exchange for a Contract containing purchase payments made before August 14,
1982, favorable tax rules may apply to certain withdrawals from the Contract. Consult a tax advisor for information
regarding these rules.

Election of the interest payment option is not considered an annuity payment for tax purposes. Accordingly,
unless the Contract is held by an individual retirement annuity, such election will cause investment income under
the Contract to be taxable.

Generally, the same tax rules apply to amounts received by the beneficiary as those set forth above with respect to
the Contract owner. The election of an annuity payment option may defer taxes otherwise payable upon the
receipt of a lump sum death benefit. Certain minimum distribution requirements apply in the case where the
owner dies. See Required Distributions on Death of Owner, page 19.

Transfer of the Contract to a new owner or assignment of the Contract may have gift, estate and/or income tax
consequences depending on the circumstances. In addition, a transfer of the Contract to or the designation of a
beneficiary who is either 371⁄2 years younger than the Contract owner or a grandchild of the Contract owner may
have Generation Skipping Transfer tax consequences under section 2601 of the Code.

Certain transfers of a Contract for less than full consideration, such as a gift, will trigger tax on the investment
income in the Contract. This rule does not apply to certain transfers between spouses or incident to divorce. See
Ownership of the Contract, page 20.

Withholding

Generally, unless you elect to the contrary, the portion of any amounts you receive under your Contract that are
attributable to investment income will be subject to withholding to meet federal income tax obligations. The rate
of withholding on annuity payments made to you will be determined on the basis of the withholding certificate
you may file with Pruco Life. If you do not file such a certificate, you will be treated, for purposes of determining
your withholding rate, as a married person with three exemptions. The rate of withholding on all other payments
made to you under your Contract, such as amounts you receive upon withdrawals, will be 10%. Thus, if you fail to
elect that Pruco Life not do so, it will withhold from withdrawal by, or annuity payment to, you the appropriate
percentage of the amount of the payment that constitutes investment income and hence is taxable. Pruco Life will
provide you with forms and instructions concerning your right to elect that no amount be withheld from payments
to you. If you elect not to have withholding made, you are liable for payment of federal income taxes on the
taxable portion of the distribution. You may be subject to penalties under the estimated tax payment rules if your
withholding and estimated tax payments are not sufficient. If you do not provide a social security number or other
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taxpayer identification number, you will not be permitted to elect out of withholding. Special withholding
rules apply for nonresident aliens. Generally, there will be no withholding for taxes until you actually receive
payments under your Contract.

Impact of Federal Income Taxes

In general, if you expect to accumulate savings over a relatively long period of time without making significant
withdrawals, there should be tax advantages, regardless of your tax bracket, in purchasing a Contract rather than,
for example, a mutual fund with a similar investment policy and approximately the same level of expected
investment results. This is because little or no income taxes are incurred by you or by Pruco Life while you hold
the Contract and it is generally advantageous to defer the payment of income taxes, so that the investment return
is compounded without any deduction for income taxes. The advantage may be considerably greater if you
decide to liquidate your investment in the form of monthly annuity payments after your retirement, and even
more so if your income, and your tax rate, are lower at that time than they were during your working years.

Contracts used in Connection with Tax Favored Plans

Currently, the Contract may be purchased for use in connection with individual retirement accounts and annuities
(‘‘IRAs’’) which are subject to Sections 408(a) and 408(b) of the Code. At some time in the future, we may allow the
Contract to be purchased in connection with other retirement arrangements which are entitled to favorable
federal income tax treatment (‘‘tax favored plans’’). These include: simplified employee pension plans (‘‘SEPs’’)
under Section 408(k) of the Code, saving incentive match plans for employees-IRA (‘‘SIMPLE-IRAs’’) under Section
408(p) of the Code, and tax deferred annuities (‘‘TDAs’’) under Section 403(b) of the Code. Such plans, accounts
and annuities must satisfy certain requirements of the Code in order to be entitled to the federal income tax
benefits accorded to these plans. A discussion of these requirements is beyond the scope of this prospectus, and it
is assumed that such requirements are met with respect to a Contract purchased for use in connection with a tax
favored plan.

In general, assuming the requirements and limitations of the Code provisions applicable to the particular type of
tax favored plan involved are satisfied, purchase payments (other than after-tax employee payments) under the
Contract will be deductible (or not includible in income) up to certain amounts each year and federal income tax
will not be imposed on the investment income and realized gains of the subaccounts in which the purchase
payments have been invested until a distribution is received. Persons contemplating the purchase of a Contract in
connection with a tax favored plan should consult their tax advisor before purchasing a Contract for such
purposes.

The comments which follow concerning specific tax favored plans are intended merely to call attention to certain
of their features. No attempt has been made to discuss in full the tax ramifications involved or to offer tax advice.
As suggested above, a qualified tax advisor should be consulted for advice and answers to any questions.

IRAs

Because the Contract’s minimum initial payment of $10,000 is greater than the maximum annual contribution
permitted to be made to an IRA (generally, $2,000), a Contract may be purchased as a Section 408(b) IRA only in
connection with a ‘‘rollover’’ of the proceeds of a qualified plan, tax-deferred Section 403(b) annuity (‘‘TDA’’) or
IRA. The Code permits persons who are entitled to receive certain qualifying distributions from a qualified
pension or profit-sharing plan described in Section 401(a) or 403(a), TDA, or an IRA, to directly rollover or make,
within 60 days, a tax-free ‘‘rollover’’ of all or any part of the amount of such distribution to an IRA which they
establish. Additionally, the spouse of a deceased employee may roll over to an IRA certain distributions received
by the spouse from a qualified pension or profit-sharing plan, TDA or IRA on account of the employee’s death.
Once the Contract has been purchased, regular IRA contributions will be accepted to the extent permitted by law.

In order to qualify as an IRA under Section 408(b) of the Code, a Contract (or a rider made a part of the Contract)
must contain certain additional provisions: (1) the owner of the Contract must be the annuitant, except when a
transfer is made to a former spouse in accordance with a divorce decree as provided in Section 408(d)(6) of the
Code; (2) the rights of the owner cannot be forfeitable; (3) the Contract may not be sold, assigned, discounted or
pledged for any purpose to any person except Pruco Life; (4) except in the case of a ‘‘rollover’’ contribution, the
annual premium may not exceed $2,000; (5) generally, for traditional IRAs, the annuity date may be no later than
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April 1 of the calendar year following the calendar year in which the annuitant attains age 701⁄2; and (6) annuity and
death benefit payments must satisfy certain minimum distribution requirements. Contracts issued as Section
408(b) IRAs will conform to such requirements.

In general, the full amount distributed from a traditional IRA (and not properly rolled over to another IRA) is
subject to federal income tax and to the withholding rules described above. A 10% early distribution penalty
applies to distributions made before the Contract owner reaches age 591⁄2, subject to certain exceptions. If the
owner borrows against the IRA or engages in certain prohibited transactions, the Contract ceases to qualify as an
IRA and the full amount is deemed to be distributed. In addition, any amount pledged as security for a loan is
deemed to be distributed. Payments generally must begin by April 1 of the calendar year following the calendar
year in which the annuitant attains age 701⁄2 and are subject to certain minimum distribution requirements.

SEPs

Under a SEP, annual employer contributions to an IRA established by an employee are not includible in income to
the lesser of $30,000 or 15% of the employee’s earned income (excluding the employer’s contribution to the SEP).
In addition, a SEP must satisfy certain minimum participation requirements and contributions may not
discriminate in favor of highly compensated employees. Contracts issued as Section 408(b) IRAs established
under a SEP must satisfy the requirements described above for a Section 408(b) IRA.

Certain SEP arrangements are permitted to allow employees to elect to reduce their salaries by as much as
$10,000 (in 1998) and have their employer make contributions on their behalf to the SEP. These arrangements,
called salary reduction SEPs, are available only if the employer maintaining the SEP has 25 or fewer employees
and at least 50% of the eligible employees elect to make salary reduction contributions. Other limitations may
reduce the permissible contribution level for highly compensated employees. New salary reduction SEPs may not
be established after 1996.

In accordance with IRS regulations, persons who purchase a Contract used as an IRA, including one established
under a SEP arrangement, are given disclosure material prepared by Pruco Life. The material includes this
prospectus, a copy of the Contract, and a brochure containing information about eligibility, contribution limits, tax
consequences, and other particulars concerning IRAs. The regulations require that such persons be given a free
look after making an initial contribution in which to affirm or reverse their decision to participate. Therefore, within
the free look a person may cancel his or her Contract by notifying Pruco Life in writing, and Pruco Life will refund
all of the purchase payments under the Contract or, if greater, the amount credited under the Contract (less any
bonus) computed as of the valuation period that Pruco Life receives the notice of cancellation. See Short-Term

Cancellation Right Or ‘‘Free Look’’, page 7.

SIMPLE-IRAs

Under a SIMPLE-IRA, an employee can elect to contribute up to $6,000 (in 1998, as indexed) per year to an IRA.
Employer contributions are also provided as either a match (up to 3% of compensation) or 2% nonelective
contribution. These contributions are not taxable until withdrawn, and are fully vested. Distributions are generally
taxed under the rules applicable to IRAs. SIMPLE-IRAs are not subject to the general nondiscrimination rules and
simplified reporting rules apply.

To qualify for a SIMPLE-IRA, the employer may employ no more than 100 employees (on a controlled group basis)
who received at least $5,000 in compensation from the employer in the preceding year, and may not maintain any
other employer-sponsored retirement plans to which contributions were made or benefits accrued.

TDAs

Section 403(b) of the Code permits employers and employees of Section 501(c)(3) tax-exempt organizations and
public educational organizations to make, subject to certain limitations, contributions to an annuity in which the
employee’s rights are nonforfeitable (commonly referred to as a ‘‘tax deferred annuity’’ or ‘‘TDA’’). The amounts
contributed under a TDA and increments thereon are not taxable as income until distributed as annuity income or
otherwise. Generally, contributions to a TDA may be made through a salary reduction arrangement up to a
maximum of $10,000 (in 1998, as indexed). However, under certain special rules, the limit could be increased as
much as $3,000. In addition, the Code permits certain total distributions from a TDA to be ‘‘rolled over’’ to another
TDA or IRA. Certain partial distributions from a TDA may be ‘‘rolled over’’ to an IRA.
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An annuity contract will not qualify as a TDA, unless under such contract distributions from salary reduction
contributions and earnings thereon (other than distributions attributable to assets held as of December 31, 1988)
may be paid only on account of attainment of age 591⁄2, severance of employment, death, total and permanent
disability and, in limited circumstances, hardship. (Such hardship withdrawals are permitted, however, only to the
extent of salary reduction contributions and not earnings thereon.)

The Section 403(b)(11) withdrawal restrictions referred to above do not apply to the transfer of all or part of a
Contract owner’s interest in his or her Contract among the available investment options offered by Pruco Life or to
the direct transfer of all or part of the Contract owner’s interest in the Contract to a Section 403(b) tax-deferred
annuity contract of another insurance company or to a mutual fund custodial account under Section 403(b)(7) of
the Code.

In imposing the restrictions on withdrawals as described above, Pruco Life is relying upon a no-action letter dated
November 28, 1988 from the Chief of the Office of Insurance Products and Legal Compliance of the SEC to the
American Council of Life Insurance.

Employer contributions are subject generally to the same coverage, minimum participation and nondiscrimi-
nation rules applicable to qualified pension and profit-sharing plans. Distributions from a TDA generally must
commence by April 1 of the calendar year following the later of the calendar year in which the employee:
(1) attains age 701⁄2; or (2) retires. Distributions must satisfy minimum distribution requirements similar to those
that apply to qualified plans generally.

Minimum Distribution Option

A Minimum Distribution Option is available under traditional IRAs and certain other tax favored plans. This option
enables the owner to satisfy IRS minimum distribution requirements without having to annuitize or cash
surrender the Contract. Distributions from certain tax favored plans generally must begin by April 1 of the
calendar year following the later of the calendar year in which the employee: (1) attains age 701⁄2; or (2) retires (part
2 is not applicable to traditional IRAs). The owner can select either a ‘‘calculation’’ or ‘‘recalculation’’ method to
determine the minimum distribution payout. Pruco Life will send the owner a check for the minimum distribution
amount less any partial withdrawals made during the year. Pruco Life’s calculations are based on the cash value of
this Contract, the calculation method chosen and the owner’s age as specified on the application. Other
calculation methods may be available for an owner/spouse combination. If the owner has other IRA accounts, he
or she will be responsible for taking the minimum distribution from each.

Taxes on Pruco Life

The earnings of the Account are taxed as part of the operations of Pruco Life. No charge is being made currently
against the Account for company federal income taxes (excluding any charge for taxes attributable to premiums).
Pruco Life will review the question of a charge to the Account for company federal income taxes periodically. Such
a charge may be made in future years for any federal income taxes that would be attributable to the Contract.

Under current law, Pruco Life may incur state and local taxes (in addition to premium taxes) in several states. At
present, these taxes are not significant and they are not charged against the Contract or the Account. If there is a
material change in applicable state or local tax laws, the imposition of any such taxes upon Pruco Life that are
attributable to the Account may result in a corresponding charge against the Account.

PAYOUT PROVISIONS

The Contract can be annuitized any time after the first Contract year. Upon the annuity date, the cash value of the
Contract will be converted into a fixed-dollar annuity payable to the annuitant[s] named in the Contract. If two
annuitants are named in the Contract, you may decide how much of the amount is to be applied for each annuitant
and under which form[s] of annuity. If the Contract is not large enough to produce an initial monthly payment of
$50 (which may be less in some states), you will be paid the cash value in a single sum.

When you choose to annuitize, all amounts held in the investment options will be withdrawn. An amount equal to
the premium tax, if any, imposed by the state in which the annuitant resides is then deducted (unless deducted
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earlier). Many states do not impose a premium tax. In other states the tax ranges from 0% to 5% of the amount
applied to effect an annuity. See Premium Taxes, page 11. Some local jurisdictions also impose a tax. The amount
remaining is applied to effect an annuity. This amount becomes part of Pruco Life’s general account.

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

The annuity will be in one of the forms listed below. All the annuity options under this Contract are fixed annuity
options. Your participation in the variable investment options ceases when the annuity is effected. Unless we
consent to a later date, an annuity must begin no later than the Contract anniversary coinciding with or next
following the annuitant’s 90th birthday (or the younger annuitant’s if there are two annuitants named in the
Contract). We will then make payments to the annuitant on the first day of each period determined by the form of
annuity selected. Unless applicable law states otherwise, if you have not selected an annuity option to take effect
by the annuity date, the Interest Payment Option (see below) will become effective then. Special rules apply in the
case of a Contract issued in connection with an IRA.

1. Annuity Payments for a Fixed Period

Payments will be made to the annuitant during his or her lifetime for up to 25 years. Payments may be in monthly,
quarterly, semi-annual, or annual installments. If the annuitant dies during the annuity certain period, unless you
designate otherwise, the beneficiary will receive a lump sum payment. The amount of the lump sum payment is
determined by discounting each remaining unpaid payment at the interest rate used to compute the actual
payments. If the payments were based on the table of rates set forth in the Contract, the interest rate used is 31⁄2% a
year.

2. Life Annuity with 120 Payments Certain

Payments will be made to the annuitant monthly during his or her lifetime. If the annuitant dies before the 120th
monthly payment is due, monthly annuity payments do not continue to the beneficiary designated by the
annuitant unless he or she so selects. Instead, the present value of the remaining unpaid installments, up to and
including the 120th monthly payment, is payable to the beneficiary in one sum. In calculating the present value of
the unpaid future payments, we will discount each such payment at the interest rate used to compute the amount
of the actual 120 payments. If the payments were based on the table of rates set forth in the Contract, an interest
rate of 31⁄2% a year is used. Once annuity payments have begun, an annuitant may withdraw the present value of
any of the 120 payments certain that have not been paid. No surrender charge is applicable under this option.

3. Interest Payment Option

The annuitant may choose to have Pruco Life hold a designated amount to accumulate at interest. Unless
applicable law states otherwise, if no option has been selected by the annuity date, this option will automatically
become effective. Pruco Life will pay interest at an effective rate of at least 3% a year, and we may pay a higher rate
of interest.

Special provisions may apply if the Contract is issued in connection with an IRA.

4. Other Annuity Options

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

Under Option 4, unless a fixed period annuity of less than 10 years is selected, Pruco Life will waive withdrawal
charges that might be applicable under other annuity options. Further, if you select Option 1 or 2 without a right of
withdrawal, Pruco Life will effect that option under Option 4 if doing so provides greater monthly payments.
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Legal Considerations Relating to Sex-Distinct Annuity Purchase Rates

Although the Contract generally provides for sex-distinct annuity purchase rates for life annuities, those rates are
not applicable to Contracts offered in states that have adopted regulations prohibiting sex-distinct annuity
purchase rates. Rather, blended unisex annuity purchase rates for life annuities will be provided under all
Contracts issued in those states, whether the annuitant is male or female. Other things being equal, such unisex
annuity purchase rates will result in the same monthly annuity payments for male and female annuitants.

OTHER INFORMATION

Required Distributions on Death of Owner

Federal tax law requires that if the Contract owner dies before the annuity date, the entire value of the Contract
must generally be distributed within 5 years of the date of death. Special rules may apply to the spouse of the
deceased owner. The rules regarding required distributions after the Contract owner’s death are described in the
Statement of Additional Information.

Misstatement of Age or Sex

If an annuitant’s stated age or sex (except where unisex rates apply) or both are incorrect in the Contract, we will
change each benefit and the amount of each annuity payment to that which the total purchase payment amounts
would have bought for the correct age and sex. Also, we will adjust for the amount of any overpayments we have
already made.

Sale of the Contract and Sales Commissions

Currently, Pruco Securities Corporation (‘‘Prusec’’), an indirect wholly-owned subsidiary of Prudential which was
organized in 1971 under New Jersey law, acts as the principal underwriter of the Contract. Pruco Life expects that
during the second quarter of 1998 Prusec’s responsibilities as principal underwriter will be assigned to Prudential
Investment Management Services LLC (‘‘PIMS’’). PIMS, also an indirect wholly-owned subsidiary of Prudential, is
a limited liability corporation organized under Delaware law in 1996. PIMS will act as principal underwriter under
substantially the same terms as Prusec does currently. Both Prusec and PIMS are registered as broker-dealers
under the Securities Exchange Act of 1934 and are members of the National Association of Securities Dealers, Inc.
The principal business address of both Prusec and PIMS is 751 Broad Street, Newark, New Jersey 07102-3777.

The Contract is currently sold by registered representatives of the principal underwriter and may also be sold
through other broker-dealers authorized by the principal underwriter, including broker-dealers otherwise
unaffiliated with Prudential. Registered representatives of such other unaffiliated broker-dealers may be paid on a
different basis than registered representatives of the principal underwriter or broker-dealers affiliated with
Prudential. The maximum commission that will be paid to the broker-dealer to cover both the individual
representative’s commission and other distribution expenses will not exceed 6% of the purchase payment. In
addition, trail commissions based on the size of the contract Fund may be paid.

Voting Rights

As stated above, all of the assets held in the subaccounts of the Account are invested in shares of the
corresponding portfolios of the Series Fund. Pruco Life is the legal owner of those shares and as such has the right
to vote on any matter voted on at any Series Fund shareholders meetings. However, as required by law, Pruco Life
votes the shares of the Series Fund at any regular and special shareholders meetings in accordance with voting
instructions received from Contract owners. The Series Fund does not hold annual shareholders meetings when
not required to do so under Maryland law or the 1940 Act. Fund shares for which no timely instructions from
Contract owners are received, and any shares owned directly or indirectly by Pruco Life are voted in the same
proportion as shares in the respective portfolios for which instructions are received. Should the applicable federal
securities laws or regulations, or their current interpretation, change so as to permit Pruco Life to vote shares of
the Series Fund in its own right, it may elect to do so.

Matters on which you may give voting instructions include the following: (1) election of the Board of Directors of
the Series Fund; (2) ratification of the independent accountant of the Series Fund; (3) approval of the investment
advisory agreement for a portfolio of the Series Fund corresponding to your selected subaccount[s]; (4) any
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change in the fundamental investment policy of a portfolio corresponding to your selected subaccount[s]; and
(5) any other matter requiring a vote of the shareholders of the Series Fund. With respect to approval of the
investment advisory agreement or any change in a portfolio’s fundamental investment policy, Contract owners
participating in such portfolios will vote separately on the matter.

The number of Series Fund shares for which you may give instructions is determined by dividing the portion of
the value of the Contract derived from participation in a subaccount, by the value of one share in the
corresponding portfolio of the applicable Fund. The number of votes for which you may give Pruco Life
instructions is determined as of the record date chosen by the Board of Directors of the Series Fund. We furnish
you with proper forms and proxies to enable you to give these instructions. We reserve the right to modify the
manner in which the weight to be given voting instructions is calculated where such a change is necessary to
comply with current federal regulations or interpretations of those regulations.

Pruco Life may, if required by state insurance regulations, disregard voting instructions if such instructions would
require shares to be voted so as to cause a change in the sub-classification or investment objectives of one or
more of the Funds’ portfolios, or to approve or disapprove an investment advisory contract for a Fund. In addition,
Pruco Life itself may disregard voting instructions that would require changes in the investment policy or
investment adviser of one or more of the Funds’ portfolios, provided that we reasonably disapprove such changes
in accordance with applicable federal regulations. If we do disregard voting instructions, we will advise you of that
action and our reasons for such action in the next annual or semi-annual report to Contract owners.

Substitution of Series Fund Shares

Although Pruco Life believes it to be unlikely, it is possible that in the judgment of its management, one or more of
the portfolios of the Series Fund may become unsuitable for investment by Contract owners because of
investment policy changes, tax law changes, or the unavailability of shares for investment. In that event, we may
seek to substitute the shares of another portfolio or of an entirely different mutual fund. Before this can be done,
the approval of the SEC, and possibly one or more state insurance departments, will be required. You will be
notified of such substitution.

Ownership of the Contract

The Contract owner is entitled to exercise all the rights under the Contract. The Contract owner is usually, but not
always, the annuitant. Ownership of the Contract may, however, be transferred to another person who need not
be the person who is to receive annuity payments. Transfer of the ownership of a Contract may involve federal
income tax consequences, or may be prohibited under certain Contracts, and you should consult with a qualified
tax adviser before attempting any such transfer. Generally, ownership of the Contract is not assignable to a tax-
qualified retirement plan or program without Pruco Life’s consent.

Performance Information

Performance information for the subaccounts may appear in advertising and reports to current and prospective
Contract owners. Performance information is based on historical investment experience of the Series Fund,
adjusted to take charges under the Contract into account, and does not indicate or represent future performance.

Total returns are based on the overall dollar or percentage change in value of a hypothetical investment over a
stipulated period, and assume a surrender of the Contract at the end of the period. Total return quotations reflect
changes in unit values and the deduction of applicable charges including any applicable withdrawal charges.

A cumulative total return reflects performance over a stated period of time. An average annual total return reflects
the hypothetical annually compounded return that would have produced the same cumulative total return if the
performance had been constant over the entire period.

The Money Market Subaccount may advertise its current and effective yield. Current yield reflects the income
generated by an investment in the subaccount over a specified seven-day period. Effective yield is calculated in a
similar manner except that income earned is assumed to be reinvested.
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Reports or advertising may include comparative performance information, including, but not limited to:
comparisons to market indices; comparisons to other investments; performance rankings; personalized
illustrations of historical performance; and data presented by analysts or included in publications.

See Performance Information in the Statement of Additional Information for recent performance information.

Reports to Contract Owners

You will be sent quarterly statements that provide certain information pertinent to your Contract. These
statements provide Contract data that apply only to each particular Contract, including Contract values and
transactions during the period. You may request current Contract information at any time, however, we may limit
the number of such requests or impose a reasonable charge if such requests are made too frequently.

You will also be sent annual and semi-annual reports for the Series Fund.

If a single individual or company invests in the Series Fund through more than one variable insurance contract,
then the individual or company will receive only one copy of each annual and semi-annual report issued by the
Series Fund. However, if such individual or company wishes to receive multiple copies of any such report, a
request may be made by calling the toll-free telephone number listed on the cover page of this prospectus.

State Regulation

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

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

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

Experts

The financial statements included in this prospectus for the years ended December 31, 1997 and December 31,
1996 have been audited by Price Waterhouse LLP, independent accountants, as stated in their report appearing
herein, and are included in reliance upon the report of such firm given upon their authority as experts in
accounting and auditing. Price Waterhouse LLP’s principal business address is 1177 Avenue of the Americas, New
York, New York 10036.

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

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

Litigation

Several actions have been brought against Pruco Life alleging that Pruco Life and its agents engaged in improper
life insurance sales practices. Prudential has agreed to indemnify Pruco Life for losses, if any, resulting from such
litigation. No other significant litigation is being brought against Pruco Life that would have a material effect on its
financial position.
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Year 2000 Compliance

The services provided to the Contract owners by Pruco Life, Prusec and PIMS depend on the smooth functioning
of their respective computer systems. The year 2000, however, holds the potential for a significant disruption in
the operation of these systems. Many computer programs cannot distinguish the year 2000 from the year 1900
because of the way in which dates are encoded. Left uncorrected, the year ‘‘00’’ could cause systems to perform
date comparisons and calculations incorrectly that in turn could compromise the integrity of business records and
lead to serious interruption of business processes.

Prudential, as Pruco Life, Prusec’s and PIMS’s ultimate corporate parent, identified this issue as a critical priority in
1995 and has established quality assurance procedures including a certification process to monitor and evaluate
enterprise-wide conversion and upgrading of systems for ‘‘Year 2000’’ compliance. Prudential has also initiated an
analysis of potential exposure that could result from the failure of major service providers such as suppliers,
custodians and brokers, to achieve Year 2000 compliance. Prudential expects to complete its adaptation, testing
and certification of software for Year 2000 compliance by December 31, 1998. During 1999, Prudential plans to
conduct additional internal testing, to participate in securities industry-wide test efforts and to complete major
service provider analysis and contingency planning.

The expenses of Prudential’s Year 2000 compliance are allocated across its various businesses, including those
businesses not engaged in providing services to Contract owners. Accordingly, while the expense is substantial in
the aggregate, it is not expected to have a material impact on Pruco Life’s, Prusec’s and PIMS’s abilities to meet
their commitments to contract owners.

Prudential believes that it is well positioned to achieve the necessary modifications and mitigate Year 2000 risks.
However, if such efforts are not completed on a timely basis, the Year 2000 issue could have a material adverse
impact on Prudential’s operations, those of its subsidiary and affiliate companies and/or the Account. Moreover,
there can be no assurance that the measures taken by Prudential’s external service providers will be sufficient to
avoid any material adverse impact on Prudential’s operations or those of its subsidiary and affiliate companies.

Statement of Additional Information

The contents of the Statement of Additional Information include:

OTHER INFORMATION CONCERNING THE ACCOUNT

Principal Underwriter

Determination of Subaccount Unit Values

IRS Required Distributions on Death of Owner

Performance Information

Comparative Performance Information

Additional Information

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

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

Financial Statements

The consolidated financial statements of Pruco Life and subsidiaries should be distinguished from the financial
statements of the Account, and should be considered only as bearing upon the ability of Pruco Life to meet its
obligations under the Contracts.
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APPENDIX
ACCUMULATION UNIT VALUES

THE DISCOVERY PREFERRED VARIABLE ANNUITY SUBACCOUNTS OF THE

FLEXIBLE PREMIUM VARIABLE ANNUITY ACCOUNT

Prudential Prudential Prudential
Money Market Diversified Bond High Yield Bond

Portfolio Portfolio Portfolio

1/1/97 1/1/96 11/21/95* 1/1/97 1/1/96 11/21/95* 1/1/97 1/1/96 11/21/95*
to to to to to to to to to

12/31/97 12/31/96 12/31/95 12/31/97 12/31/96 12/31/95 12/31/97 12/31/96 12/31/95

1. Accumulation unit value at beginning of period . . . . . . . . . $ 1.04505 $ 1.00632 $ 1.00015 $ 1.06033 $ 1.02919 $ 0.99877 $ 1.12263 $ 1.02123 $ 0.99953
2. Accumulation unit value at end of period . . . . . . . . . . . . . . $ 1.08688 $ 1.04505 $ 1.00632 $ 1.13525 $ 1.06033 $ 1.02919 $ 1.25972 $ 1.12263 $ 1.02123
3. Number of accumulation units outstanding at end of

period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,611,316.006 18,724,231.329 143,501.519 23,100,623.341 16,579,588.790 8,846.456 20,140,820.165 12,180,746.727 9,000.202

Prudential Prudential Prudential
Conservative Balanced Stock Index Equity Income

Portfolio Portfolio Portfolio

1/1/97 1/1/96 11/21/95* 1/1/97 1/1/96 1/1/97 1/1/96 11/21/95*
to to to to to to to to

12/31/97 12/31/96 12/31/95 12/31/97 12/31/96 12/31/97 12/31/96 12/31/95

1. Accumulation unit value at beginning of period . . . . . . . . . $ 1.14380 $ 1.02903 $ 1.00076 $ 1.13652 $ 1.00077 $ 1.23339 $ 1.02662 $ 1.00221
2. Accumulation unit value at end of period . . . . . . . . . . . . . . $ 1.27970 $ 1.14380 $ 1.02903 $ 1.48876 $ 1.13652 $ 1.66167 $ 1.23339 $ 1.02662
3. Number of accumulation units outstanding at end of

period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100,006,482.765 64,865,522.269 88,446.877 32,430,921.902 12,874,426.991 33,449,894.551 19,788,860.548 64,057.253

Prudential Prudential Prudential
Equity Jennison Flexible Managed

Portfolio Portfolio Portfolio

1/1/97 1/1/96 11/21/95* 1/1/97 1/1/96 11/21/95* 1/1/97 1/1/96 11/21/95*
to to to to to to to to to

12/31/97 12/31/96 12/31/95 12/31/97 12/31/96 12/31/95 12/31/97 12/31/96 12/31/95

1. Accumulation unit value at beginning of period . . . . . . . . . $ 1.20807 $ 1.03280 $ 1.00189 $ 1.13943 $ 1.00919 $ 0.99092 $ 1.15341 $ 1.02847 $ 1.00144
2. Accumulation unit value at end of period . . . . . . . . . . . . . . $ 1.48518 $ 1.20807 $ 1.03280 $ 1.48006 $ 1.13943 $ 1.00919 $ 1.34172 $ 1.15341 $ 1.02847
3. Number of accumulation units outstanding at end of

period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 85,666,590.098 57,622,650.499 246,072.311 32,664,271.245 23,134,855.147 70,476.153 58,333,424.223 36,321,618.068 85,757.949

Prudential Prudential Prudential
Small Capitalization Global Natural Resources

Stock Portfolio Portfolio Portfolio

1/1/97 1/1/96 11/21/95* 1/1/97 1/1/96 11/21/95* 1/1/97 1/1/96 11/21/95*
to to to to to to to to to

12/31/97 12/31/96 12/31/95 12/31/97 12/31/96 12/31/95 12/31/97 12/31/96 12/31/95

1. Accumulation unit value at beginning of period . . . . . . . . . $ 1.22662 $ 1.03778 $ 0.99701 $ 1.19505 $ 1.01165 $ 1.00094 $ 1.37239 $ 1.06254 $ 1.00032
2. Accumulation unit value at end of period . . . . . . . . . . . . . . $ 1.51412 $ 1.22662 $ 1.03778 $ 1.26079 $ 1.19505 $ 1.01165 $ 1.19655 $ 1.37239 $ 1.06254
3. Number of accumulation units outstanding at end of

period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,448,278.819 10,592,779.335 72,074.222 14,368,133.962 10,486,229.266 19,338.842 7,969,661.019 4,717,583.475 0.000

* Commencement of Business



SELECTED FINANCIAL DATA

The following selected financial data for Pruco Life Insurance Company and Subsidiaries should be read in
conjunction with the CONSOLIDATED FINANCIAL STATEMENTS OF PRUCO LIFE INSURANCE COMPANY AND
SUBSIDIARIES and notes thereto included in this prospectus beginning on page B-1.

Pruco Life Insurance Company and Subsidiaries

For the Years Ended December 31,

Statutory(In Thousands)
GAAP Basis Basis

1997 1996 1995 1994 1993

Revenues:
Premiums and other revenue . . . . . . . . . . . . $ 424,563 $ 408,154 $ 401,287 $ 303,627 $ 591,660
Net investment income . . . . . . . . . . . . . . . . . . 259,634 247,328 246,618 241,132 260,939

Total revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . 684,197 655,482 647,905 544,759 852,599

Benefits and expenses:
Current and future benefits and claims . . . 290,234 305,119 280,913 235,660 534,354
Other expenses . . . . . . . . . . . . . . . . . . . . . . . . . 225,721 122,006 134,790 179,173 157,557

Total benefits and expenses . . . . . . . . . . . . . . . . 515,955 427,125 415,703 414,833 691,911

Income before income tax provision. . . . . . . . 168,242 228,357 232,202 129,926 160,688
Income tax provision . . . . . . . . . . . . . . . . . . . . . . 61,868 79,135 79,558 48,031 83,640

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 106,374 $ 149,222 $ 152,644 $ 81,895 $ 77,048

Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $12,851,467 $9,710,366 $8,471,638 $7,713,183 $7,172,104

In 1996, the Company retroactively adopted, as of January 1, 1995, applicable accounting pronouncements to
present its financial statements in conformity with generally accepted accounting principles (‘‘GAAP’’). Refer to
footnote 1.B. of the Consolidated Financial Statements.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

The Company markets individual life insurance, variable life insurance, variable annuities, and deferred annuities
primarily through Prudential’s sales force in the United States, and in Taiwan.

The Company markets its products in the life insurance and annuity sectors of the insurance industry. These
markets are faced with an increased tightening of the regulatory environment with particular emphasis placed on
company solvency and sales practices. The legal barriers which have historically segregated the markets of the
financial services industry are being challenged through both legislative and judicial process. Regulatory changes
which opened the insurance industry to other financial institutions, particularly banks and mutual funds,
heightened competition in investment type products since those institutions were positioned to deliver the same
products through large, stable distribution channels.

The Company held $12.8 billion in assets at December 31, 1997 compared to $9.7 billion at December 31, 1996, of
which $8.0 billion and $5.3 billion were held in Separate Accounts in 1997 and 1996, respectively, under variable
life insurance policies and variable annuity contracts. The remaining assets were held in the general account for
investment primarily in bonds, short-term investments and policy loans.

1. Results of Operations

Net income for the year ended December 31, 1997 amounted to $106.4 million, a decrease of $42.8 million or
28.7% compared to the $149.2 million earned in the year ended December 31, 1996. Net income for the year ended
December 31, 1995 amounted to $152.6 million.

(a) 1997 versus 1996

Total insurance revenues, consisting of premiums and policy charges and fee income increased $3.3 million for
the year ended December 31, 1997 to $379.8 million from $376.5 million for the year ended December 31, 1996.
This increase in insurance revenues consists of an increase of $5.3 million in policy charges and fee income offset
by a decrease in premiums of $2.0 million. These fluctuations are due to an increased emphasis in the domestic
market place on investments in retirement type products, rather than in life insurance protection products. This
was partially offset by an increase in premiums for traditional insurance products generated from our Taiwan
branch, which has continued its growth throughout 1997.

The Company’s consolidated net investment income increased $12.3 million for the year ended December 31,
1997 to $259.6 from $247.3 million for the year ended December 31, 1996. Increase in cash flows from insurance
operations and average assets as well as the asset allocation strategies, produced favorable investment results in
1997. Fixed maturity income increased in 1997 due to higher investment returns as a result of a shift to higher
yielding securities. Income from short term investments increased because of higher fixed maturity assets
available to lend to third parties as part of the Company’s securities lending program. Offsetting these increases
was a decline in income on the mortgage loan portfolio, a result of declining asset base due to loan prepayments
and repayments exceeding origination levels.

Other income increased $13.0 million for the year ended December 31, 1997 to $33.8 million from $20.8 million for
the year ended December 31, 1996. This increase is due to an increase in advisory fees attributable to the
Discovery Preferred and Discovery Select Separate Account products.

Policyholders’ benefits decreased $7.5 million for the year ended December 31, 1997 to $179.4 million from
$186.9 million for the year ended December 31, 1996. This decrease is attributable to better mortality experience
associated with the Company’s products.

Interest credited to policyholders’ account balances decreased by $7.4 million for the year ended December 31,
1997 to $110.8 million from $118.2 million for the year ended December 31, 1996. This decrease is primarily
attributable to a decrease in interest crediting rates, partially offset by increased fund values due to new sales of
Separate Account products.

Other operating costs and expenses increased $103.7 million for the year ended December 31, 1997 to
$225.7 million compared to $122.0 million for the year ended December 31, 1996. The increase reflects factors
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including the refinement of estimated gross profit margins used to amortize deferred policy acquisition costs
(DAC). Favorable mortality experience and reduction in cost of insurance charges contributed to a change in net
amortization. Favorable sales in 1997 were a partial offset. Also, increased operating costs resulted from higher
sales activity of Discovery Select and Discovery Preferred annuity products, and technological advancements
made in annuity processing, customer service, and product development.

Investment Results

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 $3.9 billion at December 31, 1997, versus $3.5 billion at December 31, 1996. A diversified portfolio of
publicly traded bonds, private placement securities, commercial mortgages and equities is managed under
strategies intended to maintain optimal 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 set in accordance with an investment policy statement
developed and coordinated within The Prudential by the Portfolio Management Group and 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 based on performance. Asset mix strategies are developed with
criteria intended to match asset structure to product liabilities considering the underlying income and return
characteristics of investment alternatives, seeking to closely approximate the interest rate sensitivity of the asset
portfolio with the estimated interest rate sensitivity of the product liabilities. Other objectives include
maintenance of broad diversification across asset classes, issuers and sectors; effective utilization of capital while
maintaining liquidity funds believed to be adequate to satisfy cash flow requirements; and achievement of
competitive performance. The major categories of invested assets, quality across the portfolio, recent activities to
reduce risk and more carefully 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 and approximately 50% of privately traded securities as ‘‘available for sale’’ and the
remainder of the privately placed fixed maturities as ‘‘held to maturity’’. ‘‘Available for sale’’ securities are carried
in the Consolidated Statements of Financial Position at fair value, with unrealized gains and losses (after certain
related adjustments) recognized by credits and charges to equity capital. Securities ‘‘held to maturity’’ are carried
at amortized cost, and unrealized gains or losses on these securities are not recognized in the financial statements.

At December 31, 1997, the net unrealized capital gains on the ‘‘available for sale’’ fixed maturity portfolio totaled
$37 million compared to $27 million at December 31, 1996. The increase in the net unrealized gain position is
primarily attributable to declining interest rates. The following table details the amortized cost and estimated fair
value of the fixed maturity portfolio as of December 31:

1997 1996

Net Net

Amortized Estimated Unrealized Amortized Estimated Unrealized

Cost Fair Value Gains Cost Fair Value Gains

(In Millions)

Fixed maturities—available for sale

Publicly traded . . . . . . . . . . . . . . . . . . . . . . . . . $2,158 $2,188 $30 $1,955 $1,977 $22
Privately traded . . . . . . . . . . . . . . . . . . . . . . . . . 369 376 7 255 260 5

Total Fixed maturities—available for sale . $2,527 $2,564 $37 $2,210 $2,237 $27

Fixed maturities—held to maturity

Privately traded . . . . . . . . . . . . . . . . . . . . . . . . . 339 350 11 406 416 10

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,866 $2,914 $48 $2,616 $2,653 $37
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At December 31, 1997, the Company’s holdings of private placement fixed maturities had an estimated fair value
totaling $726.1 million and constituted 25% of total carrying value of fixed maturities. These investments
generally offer higher yields than comparable quality public market securities, increase the diversification of the
portfolio, and contain more restrictive covenants than public securities. In particular, private placement securities
offer greater call protection, a key feature for assets backing longer term guaranteed products.

The private placement fixed maturity portfolio decreased more than $49 million from year ended December 31,
1996, primarily as a result of prepayment and sales activity relative to 1997 origination levels.

The public fixed maturity portfolio increased from $2.0 billion at December 31, 1996 to $2.2 billion at December 31,
1997. Investment grade fixed maturities comprised approximately 94% and 93% of total publicly traded fixed
maturities at December 31, 1997 and 1996, respectively.

The Company reviews all fixed maturities quarterly and identifies potential problem assets which require
additional monitoring. These assets, while not currently impaired, are believed to present default risk associated
with future debt service obligations and are therefore managed more actively.

Mortgage Loans

As of December 31, 1997, the Company’s mortgage loan portfolio totaled $22.8 million, a decrease of
$24.1 million from $46.9 million as of December 31, 1996. The portfolio is comprised of commercial mortgage
loans. The overall decline in the portfolio was a result of maturities, sales and repayments.

The Company monitors the mortgage loan portfolio quarterly and through that process identifies loans which
require additional monitoring. Loans with estimated collateral value less than the outstanding loan balances,
loans demonstrating characteristics indicative of higher than normal credit risks, are reviewed by management.
The underlying collateral values are based upon discounted property cash flow projections or external appraisals.

(b) 1996 versus 1995

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

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

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

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

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

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

2. Liquidity and Capital Resources

The Company’s liquidity requirements include the payment of sales commissions and other underwriting
expenses and the funding of its contractual obligations for the life insurance and annuity contracts it has 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
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cash requirements utilizing cash from operations, normal investment maturities and anticipated calls and
repayments, consistent with prior years. As of December 31, 1997, the Company’s assets included $2.4 billion of
cash, 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 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 equity 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 approval by the Arizona Department of Banking
and Insurance. The Company believes that its statutory capital is adequate for its currently anticipated levels of
risk as measured by regulatory guidelines.

The National Association of Insurance Commissioners recently approved a series of codified statutory accounting
standards for consideration by the various state regulators. Certain of the proposed standards, if adopted by
insurance regulatory authorities, could have an impact on the measurement of statutory capital which, in turn,
could affect RBC ratios of insurance companies. At the present time, the Company cannot estimate the potential
impact of these proposed standards on its RBC position.

3. Risk Management

As a direct 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 processes intended to maintain risks within these thresholds while maximizing
returns. Prudential considers risk management an integral part of its core businesses.

The risks inherent in the Company’s operations include product risk, market risk, credit risk, liquidity risk, and
operating risk. These risk categories, and Prudential’s strategies relative to each, are discussed below.

Prudential’s risk management is centrally controlled through a Corporate Risk Management Unit (CRMU) which
sets standards for risk identification, policies and procedures, and limits, as well as standards for measurement
and management reporting. CRMU interfaces with the Company’s business groups through an enterprise level
Financial Controls Council and Enterprise Financial Management Risk Management Committee, as well as
through frequent informal meetings. Risk limits are set at multiple levels throughout the Company, with different
limits at the desk, portfolio, subsidiary, and enterprise level. Risks are generally managed as close as possible to
their origin, subject to review and oversight by CRMU to monitor compliance with established standards. Where
appropriate, such as with respect to credit concentration risk and foreign exchange risk, exposures are aggregated
and managed at the enterprise level.
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Prudential’s risk monitoring processes include preparation and review of risk reports on a regular basis, with
frequency based on the purpose of the report. For example, desk-level reports are generally produced daily, while
portfolio level reports are typically semi-monthly or monthly and high level reports may be quarterly or semi-
annually.

Product Risk is the risk of adverse results due to deviation of experience from expected levels reflected in pricing.
Prudential, in its insurance and annuity operations, sells traditional and interest sensitive individual insurance
products, individual annuity products, a variety of group annuity products, and group life insurance products.
Products are priced to reflect the expected levels of risk and to allow a margin for adverse deviation. The level of
margins varies with product design and pricing strategy with respect to the targeted market. Prudential seeks to
maintain underwriting standards so that premium charged is consistent with risk assumed on an overall basis.
Additionally, most of Prudential’s policies and contracts allow the Company to adjust credits (via crediting interest
rates) and/or charges (in contracts where elements such as mortality and expense charges are not guaranteed),
allowing the Company to respond to changes in experience. The competitive environment is an important
element 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) 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 relates to all products and is influenced by
management practices 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 for a sufficient period
to allow the Company to recover its acquisition costs. Certain products are designed, by implementation 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.

Market Risk is the risk of change in value of financial instruments as a result of changes in interest rates, currency
exchange rates, and securities market conditions. The Company’s asset/liability management strategies provide
for targeting of asset durations within specified ranges based on the estimated durations of the associated
product liabilities. Portfolio managers are directed to maintain interest rate exposures within the established
ranges, which are subject to adjustment based on market conditions and product design. Prudential uses
statistical techniques such as duration and convexity analysis to measure price sensitivity to interest rate changes.
The Company also performs portfolio stress testing annually as part of its cash flow testing in which various
interest-sensitive assumptions (such as asset calls and prepayments and contract persistency) are evaluated
under various severe interest rate environments. Any shortfalls revealed by cash flow testing are evaluated to
determine whether there is a need to increase statutory reserves or change portfolio management strategies such
as alteration of asset duration and/or composition. For fee-based (variable, separate account and mutual fund)
products, equity risk is borne primarily by the contractholders rather than the Company (subject to any minimum
guarantees). However, in the event of subpar performance, asset based fees will be reduced and competitive
factors may impede the Company’s ability to cultivate this business.

Credit Risk is the risk that counterparties may default or fail to fully honor contractual obligations and is inherent in
investment portfolio asset positions including corporate bonds and mortgages, private placements and other
lending-type products, and various investment operations functions. The Company attempts to manage risk
associated with customer activities through proprietary credit analysis, establishment of credit limits and by
requiring maintenance of margin and/or collateral in compliance with established internal control and regulatory
standards.

Liquidity Risk is the risk that the Company will be unable to liquidate positions at a reasonable price in order to
meet cash flow requirements under various scenarios. As indicated above, the Company’s asset/liability
management strategies seek to maintain asset positions that are consistent with the expected cash flow demands
associated with its liabilities under various possible situations. Liquidity policies are formally managed at the
enterprise level, using various comparisons of asset liquidity to potential liability outflows. Prudential believes
that the comparison of its general account net liquidity to individual policy net cash surrender value is key to the
periodic evaluation of its ability to meet policyholder claim requirements, and stress tests are utilized to measure
the expected liquidity situation under assumed unusual events.
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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. All financial
institutions, including Prudential, are exposed to the risk of unauthorized activities by employees that are contrary
to the internal controls designed to managed such risks. Legal risk may arise from inadequate control over
contract documentation, marketing processes, or other operations. Internal controls responsive to regulatory,
legal, credit, asset stewardship and other concerns are established at the business unit level for specific lines of
business and at the enterprise level for company-wide processes. Controls are monitored by business unit
management, internal and external auditors, and by an enterprise level Management Internal Control unit and in
certain instances are subject to regulatory review.

Following revelations and negative publicity surrounding the issue of sales practices, Prudential has implemented
a strategy to emphasize ethical conduct in the recruitment and training of agents and in the sales process. The
Company has also strengthened controls including the establishment of a client acquisition program, in
conjunction with the underwriting process, intended to ascertain the appropriateness of insurance coverages sold
and mitigate the risk of inappropriate policy replacement activity.

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 is implementing a business continuation initiative to
address these concerns. Considerations relative to the impact of the Year 2000 on computer operations are
discussed below.

4. Regulatory Environment

The Company is subject to the laws of the State of Arizona as governing insurance companies and to the
regulations of the Arizona Insurance Department (the ‘‘Insurance Department’’). A detailed financial statement in
the prescribed form (the ‘‘Annual Statement’’) is filed with the Insurance Department each year covering the
Company’s operations for the preceding year and its financial condition as of the end of that year. Regulation by
the Insurance Department includes periodic examination to determine contract liabilities and reserves so that the
Insurance Department may certify that these items are correct. The Company’s books and accounts are subject to
review by the Insurance Department at all times. A full examination of the Company’s operations is conducted
periodically by the Insurance Department and under the auspices of the NAIC.

A triennial financial examination, for the period January 1, 1994 through December 31, 1996, is in progress by the
Insurance Department as of December 31, 1997. We have included the effects of items known to date in our
Reconciliation of Statutory Surplus on page B-15.

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 formula for determining adequate levels of capital and surplus. Insurance
companies are required to calculate their risk-based capital in accordance with this formula and to include the
results in their Annual Statement. It is anticipated that these standards will have no significant effect upon 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.
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5. The Year 2000 Issue

The Company is a direct subsidiary of Prudential; therefore, is impacted by the enterprise focus on the Year 2000
Issue. The Year 2000 issue is best understood as a computer hardware and software problem involving the way
dates are stored and processed in computers. Many computer systems are programmed to recognize only the last
two digits in a date. As a result, any computer programs that have date-sensitive software may recognize a date
using ‘‘00’’ as the year 1900 rather than the year 2000. If this anomaly is not corrected, the year ‘‘00’’ could cause
systems to perform date comparisons and calculations incorrectly which could in turn affect the accuracy and
compromise the integrity of business records. Business operations could be interrupted when companies are
unable to process transactions, send invoices, or engage in similar normal business activities. The Year 2000 issue
presents critical business risks for public and private sector entities across the globe .

Prudential identified the Year 2000 issue as a critical priority in 1995 and established a Company-wide Program
Office (CPO) to develop and coordinate an operating framework for the Year 2000 compliance activities. The CPO
assessed potential business impact, identified software and hardware components that will require upgrading,
renovating, or replacing, and developed a strategy for renovation, replacement or retirement of all affected
business applications. The initial assessment, completed in 1995, provided an estimate of the magnitude of the
project and necessary resources.

Prudential’s CPO has established quality assurance procedures including a certification process to monitor and
evaluate enterprise-wide conversion and upgrading of systems for Year 2000 compliance. Prudential is utilizing
both internal and external resources to reprogram or replace and test software. Prudential plans to complete its
adaptation, testing and certification of software for Year 2000 compliance by December 31, 1998 and to conduct
additional testing pertaining to the securities industry (in a scheduled industry-wide effort) as well as complete its
‘‘business partner’’ analysis and contingency planning during 1999. Prudential believes that it is well positioned to
achieve the necessary modifications and mitigate the Year 2000 risks.

Prudential has commenced contacting and communicating formally with major suppliers and customers,
including brokers, vendors, health care providers, and institutions that pass electronic information to Prudential,
to determine the significance of the potential exposure that could result from their failure to achieve Year 2000
compliance on a timely basis.

While, as indicated above, Prudential believes that it is well positioned to mitigate its Year 2000 issue, this issue by
its nature carries the risk of unforeseen problems of internal or external origin. There can be no assurance that the
required systems modifications will be completed in accordance with current estimates of timing and cost, or that
the systems of other companies with which some of Prudential’s systems interface will be converted on a timely
and compatible basis. In the event that the required adaptations to mitigate the Year 2000 issue are not completed
on a timely basis, this issue could have a material adverse impact on the Company’s operations. The discussion of
the Year 2000 issue herein, and in particular the Company’s plans to remediate this issue and estimated costs
thereof, are forward-looking in nature. See cautionary statement below relating to forward-looking statements.

6. Information Concerning Forward-Looking Statements

Certain of the statements contained in Management’s Discussion and Analysis may be considered forward-
looking statements. Words such as ‘‘expects,’’ ‘‘believes,’’ ‘‘anticipates,’’ ‘‘intends,’’ ‘‘plans,’’ or variations of such
words are generally part of forward-looking statements. Forward-looking statements are made based upon
management’s current expectations and beliefs concerning future developments and their potential effects upon
the Company. There can be no assurance that future developments affecting the Company will be those
anticipated by management. There are certain important factors that could cause actual results to differ materially
from estimates or expectations reflected in such forward-looking statements including without limitation,
changes in general economic conditions, including the performance of financial markets and interest rates;
market acceptance of new products and distribution channels; competitive, regulatory or tax changes that affect
the cost or demand for the Company’s products; and adverse litigation results. While the Company reassesses
material trends and uncertainties affecting its financial condition and results of operations, it does not intend to
review or revise any particular forward-looking statement referenced in this Management’s Discussion and
Analysis in light of future events. The information referred to above should be considered by readers when
reviewing any forward-looking statements contained in this Management’s Discussion and Analysis.
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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., Chairman and Director — Senior Vice President, Chief Actuary and CFO, Prudential
Individual Insurance since 1997; 1995 to 1997: President, Prudential Select; 1993 to 1995: Chief Operating Officer,
Prudential Select. Age 46.

WILLIAM M. BETHKE, Director — Chief Investment Officer since 1997; 1992 to 1997: President, Prudential Capital
Markets Group. Age 51.

IRA J. KLEINMAN, Director — Executive Vice President, International Insurance Group since 1997; 1995 to 1997:
Chief Marketing and Product Development Officer, Prudential Individual Insurance Group; 1993 to 1995: President,
Prudential Select. Age 51.

MENDEL A. MELZER, Director — Chief Investment Officer, Mutual Funds and Annuities, Prudential Investments
since 1996; 1995 to 1996: Chief Financial Officer of the Money Management Group of Prudential; 1993 to 1995:
Senior Vice President and Chief Financial Officer of Prudential Preferred Financial Services. Age 37.

ESTHER H. MILNES, President and Director — Vice President and Actuary, Prudential Individual Insurance Group
since 1996; 1993 to 1996: Senior Vice President and Chief Actuary, Prudential Insurance and Financial Services.
Age 47.

I. EDWARD PRICE, Vice Chairman and Director — Senior Vice President and Actuary, Prudential Individual
Insurance Group since 1995; 1994 to 1995: Chief Executive Officer, Prudential International Insurance; 1993 to
1994: President, Prudential International Insurance. Age 55.

KIYOFUMI SAKAGUCHI, Director — President, Prudential International Insurance Group since 1995; 1994 to 1995:
Chairman and Chief Executive Officer, The Prudential Life Insurance Company., Ltd.; Prior to 1994: President and
Chief Executive Officer, Asia Pacific Region — Prudential International Insurance and President, The Prudential
Life Insurance Co., Ltd. Age 55.

OFFICERS WHO ARE NOT DIRECTORS

SUSAN L. BLOUNT, Secretary — Vice President and Secretary of Prudential since 1995; Prior to 1995: Assistant
General Counsel for Prudential Residential Services Company. Age 40.

C. EDWARD CHAPLIN, Treasurer — Vice President and Treasurer of Prudential since 1995; 1993 to 1995: Managing
Director and Assistant Treasurer of Prudential. Age 41.

JAMES C. DROZANOWSKI, Senior Vice President — Vice President and Operations Executive, Prudential
Individual Insurance Group since 1996; 1995 to 1996: President, Credit Card Division, Chase Manhattan Bank; Prior
to 1995: Chase Manhattan Bank. Age 55.

CLIFFORD E. KIRSCH, Chief Legal Officer — Chief Counsel, Variable Products, Law Department of Prudential since
1995; 1994 to 1995: Associate General Counsel with PaineWebber; Prior to 1994: Assistant Director in the Division
of Investment Management with the Securities and Exchange Commission. Age 38.

FRANK P. MARINO, Senior Vice President — Vice President, Policyowner Relations Department, Prudential
Individual Insurance Group since 1996; Prior to 1996: Senior Vice President, Prudential Mutual Fund Services.
Age 53.

EDWARD A. MINOGUE, Senior Vice President — Vice President, Annuity Services, Prudential Investments since
1997; Prior to 1997: Director, Merrill Lynch. Age 55.

JAMES M. SCHLOMANN, Vice President, Comptroller & Chief Accounting Officer — Vice President & Associate
Comptroller, Prudential, since 1997; Prior to 1997: Senior Executive Vice President & CFO, USLife Corp. Age 49.

SHIRLEY H. SHAO, Senior Vice President and Chief Actuary — Vice President and Associate Actuary, Prudential.
Age 43.

JAMES A. TIGNANELLI, Senior Vice President — Vice President, Compliance, Prudential Individual Insurance
since 1996; Prior to 1996; Vice President Field Operations. Age 45.

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

Executive Officers of Pruco Life may also serve one or more affiliated companies of Pruco Life. Allocations have
been made as to each individual’s time devoted to his duties as an executive officer of Pruco Life and its
subsidiaries. The following table shows the compensation paid, based on these allocations, to the executive
officers for services rendered in all capacities to Pruco Life and its subsidiaries during 1996. With the exception of
the President, only officers receiving compensation in excess of $100,000 per year are shown in the table below.
Directors of Pruco Life who are also employees of Prudential do not receive compensation in addition to their
compensation as employees of Prudential.

Name & Principal Other Annual
Position Year Salary Bonus Compensation

Esther H. Milnes 1996 $18,660 $21,398 $0
President 1995 $18,058 $12,136 $0

1994 $17,158 $ 8,384 $0
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WITH RESPECT TO RESIDENTS OF STATES OTHER THAN PENNSYLVANIA, IN WHICH DISCOVERY PREFERRED IS
BEING OFFERED. WITH RESPECT TO RESIDENTS OF PENNSYLVANIA, SEE PAGE C-3.

MARKET-VALUE ADJUSTMENT FORMULA

The Market-Value Adjustment, which is applied to withdrawals and transfers made at any time other than the 30-
day period following the end of an interest rate period, involves three amounts:

1. The number of whole months remaining in the existing interest rate period.

2. The guaranteed interest rate.

3. The interest rate that Pruco Life declares for a duration of one year longer than the number of whole years
remaining on the existing cell being withdrawn from.

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

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

Where,

M = the number of whole months (not to be less than one) remaining in the interest rate period.

R = the Contract’s guaranteed interest rate expressed as a decimal. Thus 6.2% is converted to 0.062.

C = the interest rate, expressed as a decimal, that Pruco Life declares for a duration equal to the number of whole
years remaining in the present interest rate period, plus 1 year as of the date the request for a withdrawal or
transfer is received.

The Market-Value Adjustment is then equal to the Market Value Factor multiplied by the amount subject to a
Market-Value Adjustment.

The steps below explain how a Market-Value Adjustment is calculated.

Step 1: Divide the number of whole months left in the existing interest rate period (not to be less than one) by
12.

Step 2: Determine the interest rate Pruco Life declares on the date the request for withdrawal or transfer is
received for a duration of years equal to the whole number of years determined in Step 1, plus 1 additional
year. Subtract this interest rate from the guaranteed interest rate. The result could be negative.

Step 3: Multiply the results of Step 1 and Step 2. Again, the result could be negative. If the result is less than
�0.4, use the value �0.4. If the result is in between �0.4 and 0.4, use the actual value. If the result is more
than 0.4, use the value 0.4.

Step 4: Multiply the result of Step 3 (which is the Market Value Factor) by the value of the amount subject to a
Market-Value Adjustment. The result is the Market-Value Adjustment.

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

Depending upon when the withdrawal request is made, a withdrawal charge may apply.

The following example will illustrate the application of a Market-Value Adjustment and the determination of the
withdrawal charge. Suppose a Contract owner made two invested purchase payments, the first in the amount of
$10,000 on December 1, 1995, all of which was allocated to the Equity Subaccount, and the second in the amount
of $5,000 on October 1, 1997, all of which was allocated to the MVA Option with a guaranteed interest rate of 8%
(0.08) for 7 years. A request for withdrawal of $8,500 is made on February 1, 2000 (the Contract owner does not
provide any withdrawal instructions) . On that date the amount in the Equity Subaccount is equal to $12,000 and
the amount in the interest cell with a maturity date of September 30, 2004 is $5,985.23, so that the Contract Fund
on that date is equal to $17,985.23.
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On February 1, 2000, the interest rate declared by Pruco Life for the duration of 5 years (4 whole years remaining
until September 30, 2004, plus one year) is 11%.

The following computations would be made:

1. Calculate the Contract Fund value as of the effective date of the transaction. This would be $17,985.23.

2. Calculate the charge-free amount (the amount of the withdrawal that is not subject to a withdrawal charge).

DATE PAYMENT FREE

12/1/95 $10,000 $1,000
12/1/96 $2,000
10/1/97 $ 5,000 $2,500
12/1/97 $4,000
12/1/98 $5,500
12/1/99 $7,000

The charge-free amount in the fifth Contract year is 10% of $15,000 (total purchase payments) plus $5,500 (the
charge-free amount available in the fourth Contract year) for a total of $7,000.

3. Since the withdrawal request is in the fifth Contract year, a 3% withdrawal charge rate applies to any portion
of the withdrawal which is not charge-free.

$8,500.00 requested withdrawal amount
�$7,000.00 charge-free

$1,500.00 additional amount needed to complete withdrawal

The Contract provides that the Contract Fund will be reduced by an amount which, when reduced by the
withdrawal charge, will equal the amount requested. Therefore, in order to produce the amount needed to
complete the withdrawal request ($1,500), we must ‘‘gross-up’’ that amount, before applying the withdrawal
charge rate. This is done by dividing by 1 minus the withdrawal charge rate.

$1,500.00 / (1 � .03) �
$1,500.00 / 0.97 = $1,546.39 grossed-up amount

Please note that a 3% withdrawal charge on this grossed-up amount reduces it to $1,500, the balance needed
to complete the request.

$1,546.39 grossed-up amount
� .03 withdrawal charge rate

$ 46.39 withdrawal charge

4. The Market Value Factor is determined as described in steps 1 through 5, above. In this case, it is equal to 0.08
(8% is the guaranteed rate in the existing cell) minus 0.11 (11 % is the interest rate that would be offered for an
interest cell with a duration of the remaining whole years plus 1), which is �0.03, multiplied by 4.58333 (55
months remaining until September 30, 2004, divided by 12) or �0.13750. Thus, there will be a negative
Market-Value Adjustment of 14% of the amount in the interest cell that is subject to the adjustment.

�0.13750 � $5,985.23 � �822.97 negative MVA
$5,985.23 unadjusted value

$5,162.26 adjusted value
$12,000.00 Equity value

$17,162.26 adjusted Contract Fund

5. The total amount to be withdrawn, $8,546.39, (sum of the surrender charge, $46.39, and the requested
withdrawal amount of $8,500) is apportioned over all accounts making up the Contract Fund following the
Market-Value Adjustments, if any, associated with the MVA option.

Equity ($ 12,000/ $17,162.26) � $8,546.39 � $5,975.71
7-Yr MVA ($5,162.26/ $17,162.26) � $8,546.39 � $2,570.68

$8,546.39
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6. The adjusted value of the interest cell, $5,162.26, reduced by the withdrawal of $2,570.68 leave $2,591.58. This
amount must be ‘‘unadjusted’’ by dividing it by 0.86250 (1 plus the Market-Value Adjustment of �0.13750) to
determine the amount remaining in the interest cell to which the guaranteed interest rate of 8% will continue
to be credited until September 30, 2004 or a subsequent withdrawal. That amount is $3,004.73.
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WITH RESPECT TO RESIDENTS OF PENNSYLVANIA ONLY, PAGES C1-C3 ARE HEREBY DELETED AND REPLACED
IN THEIR ENTIRETY WITH THE FOLLOWING:

MARKET-VALUE ADJUSTMENT FORMULA

The Market-Value Adjustment, which is applied to withdrawals and transfers made at any time other than the 30-
day period following the end of an interest rate period, involves three amounts:

1. The number of whole months remaining in the existing interest rate period.

2. The guaranteed interest rate.

3. The interpolated value of the interest rates that Pruco Life declares for the number of whole years
remaining and the duration 1 year longer than the number of whole years remaining in the existing
interest rate period.

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

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

Where,

M = the number of whole months (not to be less than one) remaining in the interest rate period.

R = the Contract’s guaranteed interest rate expressed as a decimal. Thus 6.2% is converted to 0.062.

C = the interpolated value of the interest rates, expressed as a decimal, that Pruco Life declares for the number of
whole years remaining and the duration 1 year longer than the number of whole years remaining as of the
date the request for a withdrawal or transfer is received or m/365 x (n + 1) year
rate + (365�m)/365 x n year rate, where ’n’ equals years and ’m’ equals days remaining in year ’n’ of the
existing interest rate period.

The Market-Value Adjustment is then equal to the Market Value Factor multiplied by the amount subject to a
Market-Value Adjustment.

The steps below explain how a Market-Value Adjustment is calculated.

Step 1: Divide the number of whole months left in the existing interest rate period (not to be less than one)by
12.

Step 2: Interpolate the interest rates Pruco Life declares on the date the request for withdrawal or transfer is
received for the duration of years equal to the whole number of years determined in Step 1, plus the whole
number of years plus 1 additional year.

Step 3: Subtract this interpolated interest rate from the guaranteed interest rate. The result could be negative.

Step 4: Multiply the results of Step 1 and Step 2. Again, the result could be negative. If the result is less
than �0.4, use the value �0.4. If the result is in between �0.4 and 0.4, use the actual value. If the result is
more than 0.4, use the value 0.4.

Step 5: Multiply the result of Step 3 (which is the Market Value Factor) by the value of the amount subject to a
Market-Value Adjustment. The result is the Market-Value Adjustment.

Step 6: The result of Step 4 is added to the interest cell. If the Market-Value Adjustment is positive, the interest
cell will go up in value. If the Market-Value Adjustment is negative, the interest cell will go down in value.

Depending upon when the withdrawal request is made, a withdrawal charge may apply.

The following example will illustrate the application of a Market-Value Adjustment and the determination of the
withdrawal charge. Suppose a Contract owner made two invested purchase payments, the first in the amount of
$10,000 on December 1, 1995, all of which was allocated to the Equity Subaccount, and the second in the amount
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of $5,000 on October 1, 1997, all of which was allocated to the MVA Option with a guaranteed interest rate of 8%
(0.08) for 7 years. A request for withdrawal of $8,500 is made on February 1, 2000 (the Contract owner does not
provide any withdrawal instructions). On that date the amount in the Equity Subaccount is equal to $12,000 and
the amount in the interest cell with a maturity date of September 30, 2004 is $5,985.23, so that the Contract Fund
on that date is equal to $17,985.23.

On February 1, 2000, the interest rates declared by Pruco Life for the durations 4 and 5 years (4 whole years
remaining until September 30, 2004, plus 1 year) are 10.8% and 11.4%, respectively.

The following computations would be made:

1. Calculate the Contract Fund value as of the effective date of the transaction. This would be $17,985.23.

2. Calculate the charge-free amount (the amount of the withdrawal that is not subject to a withdrawal charge).

DATE PAYMENT FREE

12/1/95 $10,000 $1,000
12/1/96 $2,000
10/1/97 $ 5,000 $2,500
12/1/97 $4,000
12/1/98 $5,500
12/1/99 $7,000

The charge-free amount in the fifth Contract year is 10% of $15,000 (total purchase payments) plus $5,500 (the
charge-free amount available in the fourth Contract year) for a total of $7,000.

3. Since the withdrawal request is in the fifth Contract year, a 3% withdrawal charge rate applies to any portion
of the withdrawal which is not charge-free.

$8,500.00 requested withdrawal amount
�$7,000.00 charge-free

$1,500.00 additional amount needed to complete withdrawal

The Contract provides that the Contract Fund will be reduced by an amount which, when reduced by the
withdrawal charge, will equal the amount requested. Therefore, in order to produce the amount needed to
complete the withdrawal request ($1,500), we must ‘‘gross-up’’ that amount, before applying the withdrawal
charge rate. This is done by dividing by 1 minus the withdrawal charge rate.

$1,500.00/(1 � .03) �
$1,500.00 / 0.97 = $1,546.39 grossed-up amount

Please note that a 3% withdrawal charge on this grossed-up amount reduces it to $1,500, the balance needed
to complete the request.

$1,546.39 grossed-up amount
� .03 withdrawal charge rate

$ 46.39 withdrawal charge

4. The Market Value Factor is determined as described in steps 1 through 5, above. In this case, it is equal to 0.08
(8% is the graranteed rate in the existing cell) minus 0.11 (11% is the interpolated value for the interest rates
that would be offered for interest cells with durations of whole years remaining and whole year plus 1
remaining in the existing interest rate period), which is �0.03, multiplied by 4.58333 (55 months remaining
until September 30, 2004, divided by 12) or �0.13750. Thus, there will be a negative Market-Value Adjustment
of 14% of the amount in the interest cell that is subject to the adjustment.

�0.13750 � $5,985.23 � �822.97 negative MVA
$5,985.23 unadjusted value

$5,162.26 adjusted value
$12,000.00 Equity value

$17,162.26 adjusted Contract Fund
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5. The total amount to be withdrawn, $8,546.39, (sum of the surrender charge, $46.39, and the requested
withdrawal amount of $8,500) is apportioned over all accounts making up the Contract Fund following the
Market-Value Adjustments, if any, associated with the MVA option.

Equity ($ 12,000/ $17,162.26) � $8,546.39 � $5,975.71
7-Yr MVA ($5,162.26/ $17,162.26) � $8,546.39 � $2,570.68

$8,546.39

6. The adjusted value of the interest cell, $5,162.26, reduced by the withdrawal of $2,570.68 leaves $2,591.58.
This amount must be ‘‘unadjusted’’ by dividing it by 0.86250 (1 plus the Market-Value Adjustment �0.13750)
to determine the amount remaining in the interest cell to which the guaranteed interest rate of 8% will
continue to be credited until September 30, 2004 or a subsequent withdrawal. That amount is $3,004.73.
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