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Directors’ remuneration report

Lord Turnbull Dear Shareholder
Chairman of the Iam pleased to present the Remuneration Committee’sreport
Remuneration Committee ondirectors’ remuneration for the year to 31 December 2012.

Aslindicated inmy letterlast year, during 2012 the Committee
reviewed Prudential’s executive director remuneration
architecture for 2013 and beyond. These are the first major
changes to the architecture since current arrangements were
implementedin2006.

The Group has developed substantially over recent years
and webelieve thatitis essential that our executive reward
arrangements remain closely aligned with the Group’s
business strategy and ambitions.

Our aims

Our aiminundertaking thereview was to develop and
implement reward structures which providelasting
competitive advantage for the Groupin order to:

= Attractandretainthehigh calibre executivesrequired
tolead and develop the Group; and

= Reward executives for delivering our business plans
and generating sustainable growth and returns for
shareholders.

The proposed changes

Where aspects of the previous reward architecture

remain appropriate and effective, we haveretained them.
For example, we have not proposed changes to executives’
maximum incentive opportunities as a percentage of salary.
Wehave maderevisions where there was scope for better
alignment with our aims. Some of the key changes are:

= Amore consistent approach will apply to the deferral
of annual bonuses across the senior executive team;

= Enhanced clawback provisions will apply to future
deferred bonus awards;

= Shareholding guidelines for executive directors will
beincreased;and

= Anew long-termincentive planis proposed for
shareholder approval. We have designed this plan to
reward the achievement of IFRS profit targets and the
delivery of superior shareholder returns.

These changes are describedindetailin thefirst pages
of thisreport.



We have consulted widely on the proposals

We have undertaken extensive consultation with our

key institutional investors on the changes to thereward
architecture.I have personally met with shareholders and
their representatives who together comprise more than half
of our shareholder base.

Iwould like to take this opportunity to thank shareholders
for their feedback, which we have takeninto account when
developing these proposals.

Rewarding 2012 performance

During 2012, the Group delivered further increasesinnew
business profitability, IFRS profitability and cash generation.
This was accomplished in the context of continuing
macroeconomic uncertainty. The Group exceeded the
targets thatthe Committee setat the startof the year as

well astheresultsdeliveredin 2011.

This outstanding growth was achieved while operating within
the Group’srisk appetite, risk framework, and maintaining
appropriatelevels of capital. The 2012bonuses that we
awarded to executive directorsreflect these achievements.

The excellentresults delivered in 2012 built on strong
financial performance over recent years. This has generated
significant returns for shareholders over the period 2010 to
2012 throughshare price growth and dividends paid. These
returns have significantly outstripped those produced by
our peersintheinternational insurance sector over the
same period.

The 2010 Group Performance Share Plan awards, which have
aperformance condition of relative total shareholder return,
will thereforebereleasedin full.

Clear information provided in thisreport

The UK Government continues to develop its proposals aimed
atincreasing theinformation available toshareholdersin
remunerationreports. Thisreportreflects some aspects of the
draftrequirements. Once the finalrequirements are clear, we
willincorporate theminto our report for 2013.

Ilook forward toreceiving your support for the directors’
remunerationreportat our AGM.

Mu‘__“w

Lord Turnbull
Chairman of the Remuneration Committee
12March 2013
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