THIS DOCUMENT AND THE ACCOMPANYING DOCUMENTS ARE IMPORTANT AND REQUIRE YOUR
IMMEDIATE ATTENTION.

If you are in any doubt as to what action you should take, you are recommended to seek your own financial advice immediately from your stockbroker,
bank manager, solicitor, accountant, fund manager or other appropriate independent financial adviser, who is authorised under the Financial Services
and Markets Act 2000 (“FSMA 2000”) if you are in the United Kingdom or, if not, from another appropriately authorised independent financial
adviser.

If you sell or have sold or otherwise transferred all of your Existing Shares (other than ex-rights) in certificated form before 8 June 2010 in the case of Existing
Shares held on the UK Register or the Irish Register (the “UK Ex-Rights Date”) or before 3 June 2010 in the case of Existing Shares held on the HK Register (the
“HK Ex-Rights Date”) please send this document, together with any Provisional Allotment Letter, if and when received, at once to the purchaser or transferee or
to the bank, stockbroker or other agent through whom the sale or transfer was effected for delivery to the purchaser or transferee except that such documents
should not be distributed, forwarded to or transmitted in or into any jurisdiction where to do so might constitute a violation of local securities laws or regulations,
including but not limited to, subject to certain exceptions, the Excluded Territories. If you sell or transfer or have sold or otherwise transferred all or some of your
Existing Shares (other than ex-rights) held in uncertificated form through CREST before the UK Ex-Rights Date, a claim transaction will automatically be
generated by Euroclear which, on settlement, will transfer the appropriate number of Nil Paid Rights to the purchaser or transferee. If you sell or transfer or have
sold or otherwise transferred only part of your holding of Existing Shares (other than ex-rights) held in certificated form before the UK Ex-Rights Date or
HK Ex-Rights Date (as appropriate), you should refer to the instructions regarding split applications in Part IX (Terms and Conditions of the Rights Issue) of this
document and in the Provisional Allotment Letter.

This document comprises a prospectus relating to the Rights Issue prepared in accordance with the Prospectus Rules of the Financial Services Authority made
under section 73A of FSMA 2000 and approved by the Financial Services Authority under section 85 of FSMA 2000. This prospectus has been filed with the
Financial Services Authority and made available to the public in accordance with Rule 3.2 of the Prospectus Rules. Prudential has requested that the Financial
Services Authority provide a certificate of approval and a copy of this document to the relevant competent authorities in France and Ireland. Credit Suisse,
HSBC and J.P. Morgan Cazenove have acted as joint sponsors in relation to this prospectus.

This document includes particulars given in compliance with the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited for
the purpose of giving information with regard to Prudential. A copy of each of this prospectus and the Provisional Allotment Letter, having attached thereto the
documents specified in the paragraph headed “Documents registered with the Registrar of Companies” in Part XIX (Additional Information) of this prospectus,
have been registered with the Registrar of Companies in Hong Kong as required by Section 342C of the Companies Ordinance. The Registrar of Companies and
the Securities and Futures Commission of Hong Kong take no responsibility for the contents of any of these documents.

This document and the accompanying Singapore Application Form is issued to Qualifying CDP Shareholders in connection with, and solely for the purposes of,
the Rights Issue. Neither this document nor the Singapore Application Form has been or will be lodged with or registered by the Monetary Authority of
Singapore (the “MAS”) as a prospectus under the Securities and Futures Act, Chapter 289 of Singapore (the “Securities and Futures Act”), and the Rights Issue
Shares are only offered to Qualifying CDP Shareholders and Singapore Renouncees pursuant to Section 273(1)(cd) of the Securities and Futures Act. The MAS
assumes no responsibility for the contents of this document. The MAS has not, in any way, considered the merits of the Prudential Group, the Existing Shares,
the Rights Issue Shares, the Nil Paid Rights or the Rights Issue.

You should read the whole of the prospectus including the discussions of certain risks and other factors as set out in Part II — “Risk Factors”
of this document.

Prudential plc

(incorporated and registered in England and Wales under number 01397169) (HK Stock Code: 2378)

Proposed Fully Underwritten 11 for 2 Rights Issue of 13,964,557,750 Rights Issue Shares
at 104 pence per Rights Issue Share

Joint Sponsors, Joint Global Co-ordinators and Joint Bookrunners:

Credit Suisse HSBC Bank plc J.P. Morgan Cazenove
Joint Lead Managers:
Banca IMI Banco Santander BofA Merrill Lynch Citi
Deutsche Bank ING Morgan Stanley RBS Hoare Govett

UBS Investment Bank

Co-Lead Managers:

Barclays Capital BNP PARIBAS Credit Agricole CIB Mediobanca
Natixis Nomura International Scotia Capital Société Générale Corporate
and Investment Banking
Standard Chartered UniCredit Bank AG United Overseas Bank
Co-Managers:
BBVA BOC International COMMERZBANK DBS Bank
Fortis Bank Nederland ICBC International Keefe, Bruyette & Woods Lloyds TSB Corporate Markets
Macquarie RBC Capital Markets
Underwriter:

Qatar Holding LLC

Financial Advisers:
Ondra Partners Credit Suisse HSBC Bank plc J.P. Morgan Cazenove Lazard

The Rights Issue Shares, the Nil Paid Rights, the Fully Paid Rights and the Provisional Allotment Letters have not been and will not be registered under the US
Securities Act of 1933, as amended (the “US Securities Act”) or under any relevant securities laws of any state or other jurisdiction of the United States and may not
be offered, sold, taken up, exercised, resold, renounced, transferred or delivered, directly or indirectly, within the United States absent registration or an applicable
exemption from the registration requirements of the US Securities Act and in compliance with state securities laws. The Rights Issue Shares, the Nil Paid Rights, the
Fully Paid Rights and the Provisional Allotment Letters have not been approved or disapproved by the US Securities and Exchange Commission (the “SEC”), any
state securities commission in the United States or any other US regulatory authority, nor have any of the foregoing authorities passed upon or endorsed the merits of
the offering of the Rights Issue Shares, the Nil Paid Rights, the Fully Paid Rights and the Provisional Allotment Letters or the accuracy or adequacy of this
prospectus. Any representation to the contrary is a criminal offence in the United States. Except as otherwise provided for herein, this document does not constitute
an offer of Rights Issue Shares, Nil Paid Rights or Fully Paid Rights to any shareholder with a registered address in, or who is resident in, the United States.

Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no
responsibility for the contents of this document, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for
any loss howsoever arising from or in reliance upon the whole or any part of the contents of this document.
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The Singapore Exchange Securities Trading Limited (the “SGX-ST”) assumes no responsibility for the correctness of any of the statements or opinions made or
reports contained in this document. Admission to the Singapore Official List of the SGX-ST is not to be taken as an indication of the merits of the Prudential
Group, the Existing Shares, the Rights Issue Shares, the Nil Paid Rights or the Rights Issue.

The distribution of this document and/or the Provisional Allotment Letter and/or the Singapore Application Form and/or the transfer of Nil Paid Rights, Fully Paid
Rights and/or Rights Issue Shares in or into jurisdictions other than the United Kingdom, Hong Kong or Singapore may be restricted by law and therefore any
persons who are subject to the laws of any jurisdiction other than the United Kingdom, Hong Kong or Singapore should inform themselves about, and observe, such
restrictions. Any failure to comply with the applicable restrictions may constitute a violation of the securities laws of such jurisdiction. Subject to certain exceptions,
neither this document, the Singapore Application Form nor the Provisional Allotment Letter constitutes an offer or invitation to purchase, acquire or subscribe for
any securities or a solicitation of an offer to buy any securities pursuant to this document, the Singapore Application Form, the Provisional Allotment Letter or
otherwise in any jurisdiction in which such offer or solicitation is unlawful. Except as otherwise provided for herein, this prospectus is not for release, publication or
distribution, directly or indirectly, to persons in the United States or any other Excluded Territory and should not be distributed, forwarded to or transmitted in or into
any jurisdiction where to do so might constitute a violation of local securities laws or regulations. None of the Existing Shares, the Nil Paid Rights, the Fully Paid
Rights or the Rights Issue Shares has been or will be registered under the relevant laws of any state, province or territory of any Excluded Territory.

All Overseas Shareholders and any person (including, without limitation, a custodian, nominee or trustee) who has a contractual or legal obligation to forward
this document or any Provisional Allotment Letter, if and when received, or any other document to a jurisdiction outside the United Kingdom, Hong Kong or
Singapore should read section 7 of Part IX (Terms and Conditions of the Rights Issue) of this prospectus.

The Existing Shares are listed on the premium segment of the Official List and admitted to trading on the London Stock Exchange’s main market for listed securities and
commencement of trading on the Main Board of the Hong Kong Stock Exchange is expected to commence on 25 May 2010. Application has been made in respect of the
Existing Shares to the SGX-ST for secondary listing and permission to deal on the Main Board of the SGX-ST and is expected to commence on 25 May 2010.
Application will be made to the UKLA and to the London Stock Exchange for the Rights Issue Shares to be admitted to the premium segment of the Official List and to
trading on the London Stock Exchange’s main market for listed securities, respectively. Application has also been made to the Hong Kong Stock Exchange, and will be
made to the SGX-ST, for listing of and permission to deal in the Rights Issue Shares on the Hong Kong Stock Exchange and the Main Board of the SGX-ST, respectively.
Itis expected that UK Admission will become effective and that dealings on the London Stock Exchange in the Rights Issue Shares (nil paid) will commence at 8.00 a.m.
(London time) on 8 June 2010. It is also expected that HK Admission will become effective and that dealings in Rights Issue Shares (nil paid) will commence at
9.30 a.m. (Hong Kong time) on 10 June 2010. Further, it is expected that Singapore Admission will be effective and that dealings in the Rights Issue Shares (nil paid) will
commence at 9.00 a.m. (Singapore time) on 9 June 2010.

Credit Suisse, HSBC and J.P. Morgan Cazenove each of which is authorised and regulated in the UK by the FSA, are acting solely for Prudential and no one else in
connection with the Transactions and, together with the other Underwriters, the Rights Issue and will not regard as a client anyone (whether or not a recipient of this
prospectus) other than Prudential in connection with the Transactions or the Rights Issue and will not be responsible to anyone (whether or not a recipient of this
prospectus) other than Prudential for providing the protections afforded to their clients nor for providing advice to anyone other than Prudential in connection with
the Transactions or the Rights Issue or any other matter referred to herein. Apart from the responsibilities and liabilities, if any, which may be imposed on the
Underwriters by FSMA 2000 or the regulatory regime established thereunder or other applicable law, the Underwriters accept no responsibility whatsoever for, nor
make any representation or warranty, express or implied, in relation to, the contents of this document, including its accuracy, completeness or verification or for any
other statement purported to be made by any of them, or on behalf of them in connection with Prudential, the Rights Issue Shares, the Nil Paid Rights, the Fully Paid
Rights, the Transactions or the Rights Issue. The Underwriters accordingly disclaim all and any responsibility or liability whether arising in tort, contract or
otherwise (save as referred to above) which they might otherwise have in respect of this document.

Lazard, which is authorised and regulated in the United Kingdom by the FSA, is acting solely for Prudential and no one else in connection with the Acquisition
and will not regard as a client anyone (whether or not a recipient of this prospectus) other than Prudential in connection with the Acquisition and will not be
responsible to anyone (whether or not a recipient of this prospectus) other than Prudential for providing the protections afforded to its clients nor for providing
advice to anyone other than Prudential in connection with the Acquisition or any other matter referred to herein.

Ondra Partners, which is authorised and regulated in the United Kingdom by the FSA, is acting as financial adviser solely for Prudential and no one else in connection
with the Rights Issue, the Acquisition and the Scheme and will not regard as a client anyone (whether or not a recipient of this prospectus) other than Prudential in
connection with the Rights Issue, the Acquisition and the Scheme and will not be responsible to anyone (whether or not a recipient of this prospectus) other than
Prudential for providing the protections afforded to its clients nor for providing advice to anyone other than Prudential in connection with the Rights Issue, the
Acquisition, the Scheme or any other matter referred to herein. Apart from the responsibilities and liabilities, if any, which may be imposed on Ondra Partners by FSMA
2000 or the regulatory regime established thereunder, Ondra Partners accepts no responsibility whatsoever for, nor makes any representation or warranty, express or
implied, in relation to, the contents of this document, including its accuracy, completeness or verification or for any other statement purported to be made by it, or on
behalf of it in connection with Prudential, the Rights Issue Shares, the Nil Paid Rights, the Fully Paid Rights or the Rights Issue. Ondra Partners accordingly disclaims all
and any responsibility and liability whether arising in tort, contract or otherwise (save as referred to above) which it might otherwise have in respect of this document or
any such statement.

The Directors have not authorised anyone to give any other information or make any representations other than those contained in this document and the
Directors take no responsibility for any other information that others may give.

None of the AIA Group, AIA Aurora, their respective affiliates nor any of the directors, officers and employees of such persons, has authorised, or accepts
responsibility for, this document or its contents for the purposes of the FSMA 2000 or the Prospectus Rules in the United Kingdom or for the purposes of the
Companies Ordinance (Cap. 32 of the Laws of Hong Kong), the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong), the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited, the Securities and Futures Act, Chapter 289 of Singapore, or the SGX-ST Listing
Manual or the securities laws of the United States or any of its states or any other jurisdiction.

The Underwriters and any of their respective affiliates may, in accordance with applicable legal and regulatory provisions, engage in transactions (including
short sales) in relation to the Nil Paid Rights, the Fully Paid Rights, the Rights Issue Shares, Prudential Shares and/or related instruments for their own account
for the purposes of hedging their underwriting exposure or otherwise. Except as required by applicable law or regulation, the Underwriters do not propose to
make any public disclosure in relation to such transactions.

The content of this document is not to be construed as legal, business or tax advice. You should consult your own solicitor, independent financial adviser or tax
advisers for legal, financial or tax advice.

NOTICE TO INVESTORS IN THE UNITED STATES

For this Rights Issue, Prudential is relying upon exemptions from registration under the US securities laws for an offer and sale that does not involve a public
offering in the United States. None of the Rights Issue Shares, the Nil Paid Rights, the Fully Paid Rights or the Provisional Allotment Letters has been
recommended by any US federal or state securities commission or any other US state or foreign regulatory authorities, and they have not determined that this
document is accurate or complete. Any representation to the contrary is a criminal offence.

The Rights Issue Shares, the Nil Paid Rights, the Fully Paid Rights and the Provisional Allotment Letters have not been and will not be registered under the US
Securities Act or under the securities laws of any state of the United States and, accordingly, may be offered and sold in the United States only pursuant to an
exemption from, or in a transaction not subject to, the registration requirements of the US Securities Act.

If you are in the United States, you may not receive a Provisional Allotment Letter, exercise your Nil Paid Rights or Fully Paid Rights and/or purchase any Rights
Issue Shares offered hereby unless you are a “qualified institutional buyer” (“QIB”) within the meaning of Rule 144A under the US Securities Act. In addition,
in order to receive a Provisional Allotment Letter, exercise your Nil Paid Rights or Fully Paid Rights and/or purchase any Rights Issue Shares offered hereby you
must sign and deliver an investor letter, substantially in the form described in section 7 of Part IX (Terms and Conditions of the Rights Issue).

Rule 144A under the US Securities Act is not available for the resale of any Rights Issue Shares.

From the date of this prospectus through the 40th day after the date on which the price is set for the placing by the Underwriters of any Rights Issue Shares not
taken up in the Rights Issue (which is currently expected to be on or about 4 August 2010) the US Depositary will not accept deposits of any Prudential Shares in
the facility unless the shareholder certifies that the Prudential Shares were not acquired in the Rights Issue.
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Any envelope containing a Provisional Allotment Letter and post-marked from the United States will not be accepted unless it contains a duly executed investor
letter in the appropriate form as described in section 7 of Part IX of this document. Similarly, any Provisional Allotment Letter in which the exercising holder
requests Rights Issue Shares to be issued and gives an address in the United States will not be accepted unless it contains a duly executed investor letter.
The payment made in respect of Provisional Allotment Letters that do not meet the foregoing criteria will be returned without interest.

Any person in the United States who obtains a copy of this document and who is not a QIB is requested to disregard it.

NOTICE TO NEW HAMPSHIRE RESIDENTS ONLY

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A LICENSE HAS BEEN FILED UNDER RSA 421-B
WITH THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A SECURITY IS EFFECTIVELY REGISTERED OR A PERSON IS
LICENSED IN THE STATE OF NEW HAMPSHIRE CONSTITUTES A FINDING BY THE SECRETARY OF STATE THAT ANY DOCUMENT
FILED UNDER RSA 421-B IS TRUE, COMPLETE OR NOT MISLEADING. NEITHER ANY SUCH FACT NOR THE FACT THAT AN
EXEMPTION OR EXCEPTION IS AVAILABLE FOR A SECURITY OR A TRANSACTION MEANS THAT THE SECRETARY OF STATE
HAS PASSED IN ANY WAY UPON THE MERITS OR QUALIFICATIONS OF, OR RECOMMENDED OR GIVEN APPROVAL TO, ANY
PERSON, SECURITY OR TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSE TO BE MADE, TO ANY PROSPECTIVE PURCHASER,
CUSTOMER OR CLIENT ANY REPRESENTATION INCONSISTENT WITH THE PROVISIONS OF THIS SECTION.

Notice to Canadian investors

The distribution of the Rights Issue Shares in Canada is being made only on a private placement basis exempt from the requirement that Prudential prepare and
file a prospectus with the applicable securities regulatory authorities. Prudential is not a reporting issuer in any province or territory in Canada and its securities
are not listed on any stock exchange in Canada and there is currently no public market for the Rights Issue Shares in Canada. Prudential currently has no
intention of becoming a reporting issuer in Canada, filing a prospectus with any securities regulatory authority in Canada to qualify the resale of the Rights Issue
Shares to the public, or listing its securities on any stock exchange in Canada. Accordingly, to be made in accordance with securities laws, any resale of the
Rights Issue Shares in Canada must be made under available statutory exemptions from registration and prospectus requirements or under a discretionary
exemption granted by the applicable Canadian securities regulatory authority. Canadian purchasers are advised to seek legal advice prior to any resale of the
Rights Issue Shares.

No representation or warranty is made as to the tax consequences to a Canadian resident of an investment in the Rights Issue Shares. Canadian residents are
advised that an investment in the Rights Issue Shares may give rise to particular tax consequences affecting them. Accordingly, Canadian residents are strongly
encouraged to consult with their tax advisers prior to making any investment in the Rights Issue Shares.

NOTICE TO JAPANESE INVESTORS

THE NIL PAID RIGHTS, THE FULLY PAID RIGHTS AND THE RIGHTS ISSUE SHARES HAVE NOT BEEN AND WILL NOT BE REGISTERED
UNDER THE FINANCIAL INSTRUMENTS AND EXCHANGE LAW OF JAPAN, AS AMENDED (“FIEL”). IN PARTICULAR, NO REGISTRATION
HAS BEEN MADE IN RESPECT OF THE SOLICITATION OF AN OFFER FOR THE ACQUISITION OF THE NIL PAID RIGHTS, THE FULLY PAID
RIGHTS OR THE RIGHTS ISSUE SHARES PURSUANT TO ARTICLE 4, PARAGRAPH 1 OF FIEL UNDER AN EXEMPTION THEREFROM
PURSUANT TO ARTICLE 2, PARAGRAPH 3, ITEM 1 OF FIEL AND RELATED CABINET ORDER. ACCORDINGLY, IN CONNECTION WITH THE
OFFERING MADE HEREBY THE NIL PAID RIGHTS, THE FULLY PAID RIGHTS AND THE RIGHTS ISSUE SHARES MAY NOT, DIRECTLY OR
INDIRECTLY, BE OFFERED OR SOLD IN JAPAN TO, OR FOR THE BENEFIT OF, ANY RESIDENT OF JAPAN, OR TO OTHERS FOR RE-
OFFERING OR RE-SALE DIRECTLY OR INDIRECTLY IN JAPAN TO, OR FOR THE BENEFIT OF, ANY RESIDENT OF JAPAN EXCEPT
PURSUANT TO AN EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF, AND OTHERWISE IN COMPLIANCE WITH FIEL AND
OTHER RELEVANT LAWS AND REGULATIONS OF JAPAN. AS USED IN THIS PARAGRAPH, “RESIDENT OF JAPAN” MEANS ANY PERSON
RESIDENT IN JAPAN, INCLUDING ANY CORPORATION OR OTHER ENTITY ORGANISED UNDER THE LAWS OF JAPAN.

Notice to European Economic Area investors

In relation to each EEA State (except for the United Kingdom) which has implemented the Prospectus Directive (2003/71/EC) (each a “relevant member state”)
with effect from and including the date on which the Prospectus Directive was implemented in that relevant member state (the “relevant implementation date™)
no Nil Paid Rights, Fully Paid Rights or Rights Issue Shares have been offered or will be offered pursuant to the Rights Issue to the public in that relevant
member state prior to the publication of a prospectus in relation to the Nil Paid Rights, Fully Paid Rights and Rights Issue Shares which has been approved by the
competent authority in that relevant member state or, where appropriate, approved in another relevant member state and notified to the competent authority in
the relevant member state, all in accordance with the Prospectus Directive, except that with effect from and including the relevant implementation date, the offer
of Nil Paid Rights, Fully Paid Rights or Rights Issue Shares may be made to the public in that relevant member state at any time:
(a) to legal entities which are authorised or regulated to operate in the financial markets or, if not so authorised or regulated, whose corporate purpose is
solely to invest in securities;
(b) to any legal entity which has two or more of (i) an average of at least 250 employees during the last financial year; (ii) a total balance sheet of more than
€43 million; and (iii) an annual turnover of more than €50 million, as shown in its last annual or consolidated accounts; or
(c) in any other circumstances falling within Article 3(2) of the Prospectus Directive,
provided that no such offer of Nil Paid Rights, Fully Paid Rights or Rights Issue Shares shall result in a requirement for the publication by Prudential or the Joint
Sponsors, the Joint Global Co-ordinators, the Joint Bookrunners or the Underwriters of a prospectus pursuant to Article 3 of the Prospectus Directive.
For this purpose, the expression “offer of any Nil Paid Rights, Fully Paid Rights or Rights Issue Shares to the public” in relation to any Rights Issue Shares, Nil
Paid Rights and Fully Paid Rights in any relevant member state means the communication in any form and by any means of sufficient information on the terms
of the Rights Issue and any Nil Paid Rights, Fully Paid Rights and Rights Issue Shares to be offered so as to enable an investor to decide to acquire any Nil Paid
Rights, Fully Paid Rights or Rights Issue Shares, as the same may be varied in that relevant member state by any measure implementing the Prospectus Directive
in that relevant member state.
In the case of any Nil Paid Rights, Fully Paid Rights or Rights Issue Shares being offered to a financial intermediary as that term is used in Article 3(2) of the
Prospectus Directive, such financial intermediary will also be deemed to have represented, acknowledged and agreed that the Nil Paid Rights, Fully Paid Rights and
Rights Issue Shares acquired by it in the Rights Issue have not been acquired on a non-discretionary basis on behalf of, nor have they been acquired with a view to
their offer or resale to persons in circumstances which may give rise to an offer of any Nil Paid Rights, Fully Paid Rights or Rights Issue Shares to the public other
than their offer or resale in a relevant member state to qualified investors as so defined or in circumstances in which the prior consent of Prudential and the Joint
Global Co-ordinators has been obtained to each such proposed offer or resale. Prudential and each of the Joint Sponsors, the Joint Global Co-ordinators, the Joint
Bookrunners or the Underwriters and their respective affiliates will rely upon the truth and accuracy of the foregoing representation.

Notice to Australian investors

This document is not an Australian law compliant prospectus for the purposes of Divisions 3, 4 and 5 of Part 6D.2 of the Corporations Act 2001 (Cth) (other than
section 718) and sections 728(1)(b) and (c), and 728(3)(b), 730(1)(b) and (c), 734 and 735 of the Corporations Act 2001 (Cth). This document has been prepared
on the basis that the class order relief provided by the Australian Securities and Investments Commission Class Order 00/183 (Foreign rights issue) is available.
Accordingly, the information disclosed in this document may not be the same as that which would have been disclosed if this document had been prepared in
accordance with Australian law. This document will be lodged with the Australian Securities and Investments Commission.

The Rights Issue Shares issued to Qualifying Shareholders under the Rights Issue will be issued for the purpose of raising equity capital and not for the purpose
of Qualifying Shareholders selling or transferring the securities or granting, issuing or transferring interests in, or options over, them.

Notice to Swiss investors

The Nil Paid Rights, the Fully Paid Rights and the Rights Issue Shares may not be publicly offered, sold or advertised, directly or indirectly, in Switzerland and
neither this document nor any other offering or marketing material relating to Prudential or the Nil Paid Rights, the Fully Paid Rights or the Rights Issue Shares
constitutes a prospectus within the meaning of articles 652a or 1156 of the Swiss Code of Obligations or a listing prospectus within the meaning of the listing

3


%%TRANSMSG*** Transmitting Job: U08507 PCN: 003000000 ***%%PCMSG|3      |00062|Yes|No|05/05/2010 15:07|0|0|Page is valid, no graphics -- Color: D|


rules of the SIX Swiss Exchange. Neither this document nor any other offering material relating to Prudential or the Nil Paid Rights, the Fully Paid Rights or the
Rights Issue Shares may be distributed or otherwise made available in Switzerland except in a manner which will not constitute a public offer in Switzerland.

Notice to Chinese investors

Prudential acknowledges that the Rights Issue and the circulation or distribution of this document in the People’s Republic of China (“PRC”) have not been and
will not be approved by the relevant securities regulatory authority of the PRC in accordance with the securities laws of the PRC and that the Rights Issue will be
offered through the London market and the Hong Kong market and not through the mainland China market.

Prudential represents and agrees that it has not offered or sold, and will not offer or sell, to investors in the PRC any Rights Issue Shares other than to PRC
certificated and uncertificated shareholders.

Prudential shall not be responsible or liable for any approvals, registration or filing procedures required by PRC investors in connection with their exercise of
rights under the Rights Issue under PRC law.

Notice to Qatari investors

This offer is made to its addressee (“recipient”) exclusively and the recipient may not give it or a copy to any other person except to legal or financial advisors for
the purpose of them advising the recipient about it.
This offer is not regulated by the Qatar Central Bank or any other authority in Qatar. It is not a public offer of securities in Qatar.

Notice to South Korean investors

The Nil Paid Rights, Fully Paid Rights and Rights Issue Shares have not been and will not be registered under the Financial Investment Services and Capital
Market Act of the Republic of Korea (“Korea™), and the Nil Paid Rights, Fully Paid Rights and Rights Issue Shares are not to be offered, sold or delivered and
will not be offered or sold, directly or indirectly, in Korea or to, or for the account or benefit of, any resident of Korea or to others for re-offering or resale, directly
or indirectly, in Korea or to, or for the account or benefit of, any resident in Korea, except (i) pursuant to an exemption from the registration requirements of, or
otherwise in compliance with, the Financial Investment Services and Capital Market Act of Korea and (ii) in compliance with the other relevant laws and
regulations of Korea.

Notice to United Arab Emirates investors

This prospectus has not been reviewed, approved or authorised by the UAE Central Bank, the Emirates Securities and Commodities Authority, or any other
relevant authority in the United Arab Emirates (“UAE”), and it does not constitute a public offer of securities in the UAE under the Federal Law No. 8 of 1984
concerning Commercial Companies (as amended) or otherwise. For the purposes of the offering of the Rights Issue Shares, none of Prudential, the Joint
Sponsors, Joint Global Co-ordinators, Joint Bookrunners or Underwriters has received any authorisation from the UAE Central Bank, or any other authority in
the UAE to market, offer or sell any securities within the UAE.

This prospectus is not intended to constitute an offer, sale or delivery of shares or other securities under the laws of the UAE. The Nil Paid Rights, Fully Paid
Rights and Rights Issue Shares have not been and will not be registered under the Federal Law No. 4 of 2000 Concerning the Emirates Securities and
Commodities Authority and Market, with the Emirates Security and Commodity Exchange, or with the UAE Central Bank, the Dubai Financial Market, the Abu
Dhabi Securities Market, or with any other UAE exchange. Nothing contained in this Prospectus is intended to constitute UAE investment, legal, tax, accounting
or other professional advice. This prospectus is for information purposes only and nothing in this prospectus is intended to endorse or recommend a particular
course of action. Prospective investors should consult with an appropriate professional for specific advice rendered on the basis of their situation. No marketing
of any financial products or services is to be made from within the UAE and no subscription to any services, products or financial services is to be consummated
within the UAE. None of Prudential, the Joint Sponsors, Joint Global Co-ordinators, Joint Bookrunners or Underwriters is a licensed broker or dealer or
investment adviser under the laws applicable in the UAE, or advises individuals resident in the UAE as to the appropriateness of investing in or purchasing or
selling securities or transacting in other financial products.

This prospectus is strictly private and confidential and is being distributed to a limited number of investors and must not be provided to any person other than the
original recipient, and may not be reproduced or used for any other purpose. The interests in the Nil Paid Rights, Fully Paid Rights and Rights Issue Shares may
not be offered or sold directly or indirectly in the UAE.

Notice to Malaysian investors

No approval from the Securities Commission of Malaysia (“SC”) has been applied for or will be obtained for the offer for subscription or purchase or invitation
to subscribe for or purchase the Nil Paid Rights, Fully Paid Rights and Rights Issue Shares under the Capital Markets and Services Act 2007 (“CMSA”) as the
offering of the Nil Paid Rights, Fully Paid Rights and Rights Issue Shares under the prospectus is to be such that it is a proposal not requiring SC approval under
Schedule 5 of the CMSA.

No prospectus or other offering material or document in connection with the Nil Paid Rights, Fully Paid Rights and Rights Issue Shares has been or will be
registered with the SC pursuant to the CMSA as the offering of the Nil Paid Rights, Fully Paid Rights and Rights Issue Shares under the prospectus is meant to
qualify as an “excluded offer” or “excluded invitation” under Schedule 6 or Schedule 7 of the CMSA. Where required under Malaysian law, the prospectus will
be deposited as an information memorandum with the SC in accordance with the CMSA. This document is not intended to be circulated or distributed in
Malaysia and the Nil Paid Rights, Fully Paid Rights and Rights Issue Shares may not be made subject to an invitation to acquire for acquisition or offer for sale,
directly or indirectly, in Malaysia other than to persons specified under Schedule 6 or Schedule 7 of the CMSA.

Notice to Singapore investors

This document or any written materials issued in connection with the offer is not a prospectus as defined in the Securities and Futures Act, Chapter 289 of
Singapore (the “SFA”). The offer of the Nil Paid Rights, Fully Paid Rights or Rights Issue Shares is made in reliance on the offering exemption under
Section 273(1)(cd) of the SFA. This document and any other document or material in connection with the offer or sale of the Nil Paid Rights, Fully Paid Rights
or Rights Issue Shares may not be circulated or distributed, nor may the Nil Paid Rights, Fully Paid Rights or the Rights Issue Shares be offered or sold, whether
directly or indirectly, to any person in Singapore other than to a member of the Company pursuant to Section 273(1)(cd) of the SFA or otherwise pursuant to, and
in accordance with the conditions of, any other applicable provision of the SFA.

This prospectus is dated 17 May 2010.
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EXPECTED TIMETABLE OF PRINCIPAL EVENTS IN THE UK"

All references to time in this document are to London time unless otherwise stated

Prudential Shares quoted ex-dividend . ................. Wednesday 7 April 2010
Record date for 2009 final dividend®. ................. 6.00 p.m. on Friday 9 April 2010
Record date for entitlement of Prudential ADR holders to

instruct US Depositary with respect to US Depositary’s

voting at Court Meeting and General Meeting . . ........ 5.00 p.m. (New York time) on Friday

30 April 2010

Annual General Meeting . ......................... 11.00 a.m. on Wednesday 19 May 2010

Dividend payment date. . . ............. . ... ... ... ... Thursday 27 May
Suspension of removals of Existing Shares from the UK

Register to the HK Register .. ..................... 3.00 p.m. on Tuesday 1 June 2010

Latest time and date for receipt by the US Depositary of
Voting Instruction Cards for the Court Meeting and
General Meeting. . . ...t 12.00 noon (New York time) on Thursday 3

June 2010

Voting Record Time for the Reconvened Annual General

Meeting, Court Meeting and General Meeting . . .. ... ... 6.00 p.m. on Thursday 3 June 2010
Latest time and date for receipt by the Registrar of the

White Form of Proxy for the Reconvened Annual General

Meeting . . . ..ot 6.00 p.m. on Thursday 3 June 2010
Latest time and date for receipt by the Registrar of the Blue
Form of Proxy for the Court Meeting . ............... 6.00 p.m. on Thursday 3 June 2010
Latest time and date for receipt by the Registrar of the Pink
Form of Proxy for the General Meeting . ............. 6.00 p.m. on Thursday 3 June 2010
UK Record Date for entitlements under the Rights Issue. . . . 5.00 p.m. on Friday 4 June 2010
Reconvened Annual General Meeting . ............... 11.00 a.m. on Monday 7 June 2010
Court Meeting . . ..............oouuuiieeennni., 11.15 a.m. on Monday 7 June 2010"”
General Meeting. . . .............................. 11.20 a.m. on Monday 7 June 2010®
Despatch of Provisional Allotment Letters (to Qualifying
Non-CREST Shareholders only)® .................. Monday 7 June 2010
Dealings in Rights Issue Shares, nil paid, commence on the
London Stock Exchange . . ........................ 8.00 a.m. on Tuesday 8 June 2010
Existing Shares marked “ex-rights” by the London Stock
Exchange........ ... .. . 8.00 a.m. on Tuesday 8 June 2010
Nil Paid Rights credited to stock accounts in CREST (of
Qualifying CREST Shareholders only)"® ... ... ...... 8.00 a.m. on Tuesday 8 June 2010
Nil Paid Rights and Fully Paid Rights enabled in CREST . . . 8.00 a.m. on Tuesday 8 June 2010
Suspension of removals of Existing Shares from the UK
Register to the HK Registerends . .................. 8.00 a.m. on Tuesday 8 June 2010
(1) The times and dates given are based upon the Directors’ expectations and may be subject to change.
(2)  One of the consequences of adjourning the Annual General Meeting is that, in order to pay a dividend of 13.56 pence on 27 May 2010 (as
announced on 1 March 2010), that dividend will be paid as a second interim dividend. Accordingly, references in this prospectus to the
2009 final dividend should be read as references to the second interim dividend of the same amount.
(3) Inorder to minimise the inconvenience to shareholders of having two shareholder meetings within a short period, the Board proposes to
adjourn the Annual General Meeting on 19 May 2010 and to reconvene it at 11.00 am on 7 June 2010.
(4) If either the Reconvened Annual General Meeting, Court Meeting or General Meeting is adjourned, the Voting Record Time for the
relevant adjourned meeting will be 6.00 p.m. on the day which is two business days before the day of the adjourned meeting.
(5) Itisrequested that the Blue Forms of Proxy for the Court Meeting be lodged not later than 6.00 p.m. on 3 June 2010. Blue Forms of Proxy
not so lodged may be handed to the Registrar or the Chairman of the Court Meeting at the Court Meeting.
(6) The Pink Forms of Proxy for the General Meeting must be lodged not later than 6.00 p.m. on 3 June 2010.
(7)  Or as soon thereafter as the Reconvened Annual General Meeting concludes or is further adjourned.
(8)  Or as soon thereafter as the Court Meeting concludes or is adjourned.
(9)  Subject to certain restrictions relating to Overseas Shareholders, details of which are set out in Part IX (Terms and Conditions of the Rights
Issue) of this prospectus.
(10) Subject to certain restrictions relating to Overseas Shareholders, details of which are set out in Part IX (Terms and Conditions of the Rights

Issue) of this prospectus.
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Recommended latest time for requesting withdrawal of Nil
Paid Rights and Fully Paid Rights from CREST (.e. if
your Nil Paid Rights and Fully Paid Rights are in CREST
and you wish to convert them to certificated form) ... ...

Latest time and date for Cashless Take Up or sale of rights
using the Equiniti Dealing Facility ..................

Latest time for depositing renounced Provisional Allotment
Letters, nil or fully paid, into CREST or for
dematerialising Nil Paid Rights or Fully Paid Rights into a
CREST stock account (i.e. if your Nil Paid Rights and
Fully Paid Rights are represented by a Provisional
Allotment Letter and you wish to convert them to
uncertificated form) . ... ..... ... ... . ... ... .. ... ..

Latest time for splitting Provisional Allotment Letters, nil or
fully paid. . .. ..o

Latest time for acceptance, payment in full and
registration of renunciation of Provisional Allotment
Letters ... ... .. ... . . . .

Announcement of results of the Rights Issue.............

Dealings in Rights Issue Shares, fully paid, commence on
the London Stock Exchange . ......................

Rights Issue Shares credited to CREST stock accounts . . . . .

Despatch of definitive share certificates for the Rights Issue
Shares in certificated form . ............. ... ... ...

Suspension of removals of Prudential Shares from the UK
Register to the HK Register .. .....................

Scheme Record Time . .. ........ ... .. . ... ...

Court hearing to sanction the Scheme and confirm the
Prudential reduction of capital; Scheme Effective Date. . .

Scheme Effective Time . ...........................

Dealings in New Prudential ADRs commence on the New
York Stock Exchange . .. .......... ... .. ..........

Suspension of removals of Prudential Shares from the UK
Register to the HK Registerends ...................

Delisting of Prudential Shares from the London Stock
Exchange; Dealings in New Prudential Shares commence
on the London Stock Exchange; Completion of
Acquisition . ....... ..

New Prudential Shares credited to CREST stock accounts. . .

Court hearing to confirm the New Prudential Reduction of
Capital . . . ...

New Prudential Reduction of Capital becomes effective . . . .

Despatch of definitive share certificates for the New
Prudential Shares in certificated form ................

4.30 p.m. on Wednesday 16 June 2010

5.00 p.m. on Thursday 17 June 2010

3.00 p.m. on Friday 18 June 2010

3.00 p.m. on Monday 21 June 2010

11.00 a.m. on Wednesday 23 June 2010
by Thursday 24 June 2010

8.00 a.m. on Thursday 24 June 2010
8.00 a.m. on Thursday 24 June 2010

by Thursday 1 July 2010

3.00 p.m. on the third business day preceding
the Scheme Record Date

6.00 p.m. on the business day immediately
preceding the Scheme Effective Date

Q3 20101
4.30 p.m. on the Scheme Effective Date

11.30 a.m. (New York time) on the Scheme
Effective Date

8.00 a.m. on the business day immediately
following the Scheme Effective Date

8.00 a.m. on the business day immediately
following the Scheme Effective Date
8.00 a.m. on the business day immediately
following the Scheme Effective Date

the business day immediately following the
Scheme Effective Date
the business day immediately following the
Scheme Effective Date

by no later than 5 business days from the
Scheme Effective Date

(11) This date and the dates below are indicative only and will depend, among other things, on the timing of receipt of regulatory approvals and
change of control consents in respect of the Scheme and the date upon which the Court sanctions the Scheme. An announcement
confirming the expected dates in respect of the Scheme will be made in due course.
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EXPECTED TIMETABLE OF PRINCIPAL EVENTS IN HONG KONG?

All references to time below are to Hong Kong time unless otherwise stated

Annual General Meeting (held inthe UK). . ........................

Dealings in Existing Shares commence on the Hong Kong Stock Exchange . . . .

Suspension of removals of Existing Shares from the HK Register to the
UK ReZISter . . .ot

Suspension of movements of Existing Shares into and out of CDP’s account in
CCASS .

Existing Shares marked “ex-rights” by the Hong Kong Stock Exchange. . . .. ..

Latest time and date for which re-registration of Existing Shares are accepted on
the HK Register for voting at the Reconvened Annual General Meeting,
Court Meeting and General Meeting. . . . ...,

Voting Record Time for the Reconvened Annual General Meeting, Court
Meeting and General Meeting . . . ..........o it

Latest time and date for receipt by the HK Registrar of the White Form of
Proxy for the Reconvened Annual General Meeting . ... ...............

Latest time and date for receipt by the HK Registrar of the Blue Form of Proxy
for the Court Meeting. . . . ..o vt

Latest time and date for receipt by the HK Registrar of the Pink Form of Proxy
for the General Meeting . .. ...t

Hong Kong Record Date for entitlements under the Rights Issue. . ..........

Latest time and date for which re-registration of Existing Shares are accepted on
the HK Register for participation in the Rights Issue ... ...............

Reconvened Annual General Meeting (held in the UK) .. ..............
Court Meeting (heldinthe UK) . .. ..............................
General Meeting (held inthe UK) ...............................

Despatch of Provisional Allotment Letters (to Qualifying Non-CCASS
Shareholders and HKSCC Nominees only) ... .......... ... .........

Suspension of removals of Existing Shares from the HK Register to the
UK Register ends. . . .. ..ot

Suspension of movements of Existing Shares into and out of CDP’s account in
CCASSends . . ..o

Nil Paid Rights credited to stock accounts in CCASS®” .. ... ... ... ... ...

HK Admission and Dealings in Rights Issue Shares, nil paid, commence on
the Hong Kong Stock Exchange . ... ............. .. ... .. .......

Latest time and date for splitting Provisional Allotment Letters, for rights traded
on the Hong Kong Stock Exchange . .......... ... ... ... ... .. ..

Last day of dealings in Rights Issue Shares, nil paid, on the Hong Kong Stock
Exchange ... ...

Latest time and date in Hong Kong for acceptance, payment in full and
registration of Provisional Allotment Letters . . .. ..................

Announcement of results of the Rights Issue .. .......................

6.00 p.m. on Wednesday 19 Ma

2010

9.30 a.m. on Tuesday 25 May 2010
4.30 p.m. on Tuesday 1 June 2010
4.30 p.m. on Tuesday 1 June 2010
9.30 a.m. on Thursday 3 June 2010
4.30 p.m. on Thursday 3 June 2010
1.00 a.m. on Friday 4 June 2010"¥
1.00 a.m. on Friday 4 June 2010

1.00 a.m. on Friday 4 June 2010"'¢

1.00 a.m. on Friday 4 June 20107
4.30 p.m. on Friday 4 June 2010

4.30 p.m. on Friday 4 June 2010
6.00 p.m. on Monday 7 June 2010
6.15 p.m. on Monday 7 June 2010'®
6.20 p.m. on Monday 7 June 2010

Tuesday 8 June 2010
9.30 a.m. on Tuesday 8 June 2010

9.30 a.m. on Tuesday 8 June 2010
Tuesday 8 June 2010

9.30 a.m. on Thursday 10 June 2010
4.30 p.m. on Monday 14 June 2010

4.00 p.m. on Friday 18 June 2010

4.00 p.m. on Wednesday 23 June 2010

by Thursday 24 June 2010

(12) The times and dates given are based upon the Directors’ expectations and may be subject to change.

(13) Inorder to minimise the inconvenience to shareholders of having two shareholder meetings within a short period, the Directors propose to
adjourn the Annual General Meeting on 19 May 2010 and to reconvene it at 6.00 p.m. on 7 June 2010.

(14) If any of the Reconvened Annual General Meeting, Court Meeting or General Meeting is adjourned, the Voting Record Time for the
relevant adjourned meeting will be the time and day in Hong Kong that corresponds to 6:00 p.m. (London time) on the day which is two

business days before the adjourned meeting.

(15) The White Forms of Proxy for the Reconvened Annual General Meeting must be lodged not later than 1.00 a.m. on 4 June 2010.

(16) Itisrequested that the Blue Forms of Proxy for the Court Meeting be lodged not later than 1.00 a.m. on 4 June 2010. Blue Forms of Proxy
not so lodged may be handed to the Registrars or the Chairman of the Court Meeting at the Court Meeting.

(17) The Pink Forms of Proxy for the General Meeting must be lodged not later than 1.00 a.m. on 4 June 2010.

(18) Or as soon thereafter as the Reconvened Annual General Meeting concludes or is further adjourned.

(19) Or as soon thereafter as the Court Meeting concludes or is adjourned.

(20) Subject to certain restrictions relating to Overseas Shareholders, details of which are set out in Part IX (Terms and Conditions of the Rights

Issue) of this prospectus.
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Despatch of definitive share certificates for the Rights Issue Shares in

certificated form .. ....... . ... by Friday 25 June 2010
Rights Issue Shares credited to stock accounts in CCASS ................ Friday 25 June 2010
Dealings in Rights Issue Shares, fully paid, commence on the Hong Kong Stock

Exchange . . ... . by 9.30 a.m. on Monday 28 June 2010
Suspension of removals of Prudential Shares from the HK Register to the UK

Register . ... 4.30 p.m. on the third HK Business Day

preceding the Scheme Record Date
Suspension of movements of Prudential Shares into and out of CDP’s account in

CCASS. 4.30 p.m. on the third HK Business Day

preceding the Scheme Record Date

Scheme Effective Date . ... ........... ... .. ... ... . ... ... . ...... Q3 2010@Y
Suspension of removals of Prudential Shares from the HK Register to the UK

Registerends. .. ... . 9.30 a.m. on the HK Business Day

immediately following the Scheme
Effective Date

Suspension of movements of Prudential Shares into and out of CDP’s account in
CCASS ends . . .t 9.30 a.m. on the HK Business Day
immediately following the Scheme
Effective Date

Delisting of Prudential Shares from the Hong Kong Stock Exchange; Dealings
in New Prudential Shares commence on the Hong Kong Stock Exchange . . . . 9.30 a.m. on the HK Business Day
immediately following
the Scheme Effective Date

New Prudential Shares credited to stock accounts in CCASS .............. on the HK Business Day
immediately following
the Scheme Effective Date

Completion of ACqUISItion . . ... ...ttt 3.00 p.m. on the business day
immediately following
the Scheme Effective Date

Definitive share certificates for the New Prudential Shares made available for
collection by HK holders of New Prudential Shares from the HK Registrar . . 9.00 a.m. to 4.00 p.m. on the HK
Business Day immediately following
the Scheme Effective Date

Despatch of definitive share certificates for the New Prudential Shares in
certificated form .. ....... . ... after 4.00 p.m. on the HK Business Day
immediately following the Scheme
Effective Date

(21) This date and the dates below are indicative only and will depend, among other things, on the timing of receipt of regulatory approvals and
change of control consents in respect of the Scheme and the date upon which the Court sanctions the Scheme. An announcement
confirming the expected dates in respect of the Scheme will be made in due course.

Note: If there is a tropical cyclone warning signal number 8 or above or a “black” rainstorm warning signal:

(a) inforce in Hong Kong at any time before 12.00 noon but no longer in force after 12.00 noon on the latest date for acceptance in Hong
Kong, the latest time for acceptance of and payment for the Rights Issue will be extended to 5.00 p.m. on the same date; or

(b) inforce in Hong Kong at any time between 12.00 noon and 4.00 p.m. on the latest date for acceptance in Hong Kong, the latest time
for acceptance of and payment for the Rights Issue will be postponed to 4.00 p.m. on the following HK Business Day when there is no
tropical cyclone warning signal number 8 or above or a “black” rainstorm warning signal.

An announcement will be made by Prudential in such event.
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EXPECTED TIMETABLE OF PRINCIPAL EVENTS IN SINGAPORE??

All references to time below are to Singapore time unless otherwise stated

Annual General Meeting (held in the UK) ..............
Dealings in Existing Shares commence on the SGX-ST. . ... ..
Suspension of movements of Existing Shares into and out of
CDP’s accountin CCASS . . .. ... ... ... ...... ...
Existing Shares commence trading “ex-rights” on the SGX-ST . .
Voting Record Time for Reconvened Annual General Meeting,
Court Meeting and General Meeting . ... ..............
Latest time and date for receipt by the HK Registrar of the
White Form of Proxy for the Reconvened Annual General
Meeting . .. ..o
Latest time and date for receipt by the HK Registrar of the Blue
Form of Proxy for the Court Meeting. . . ...............
Latest time and date for receipt by the HK Registrar of the Pink
Form of Proxy for the General Meeting . ... ............
Singapore Record Date for entitlements under the Rights Issue. .
Reconvened Annual General Meeting (held in the UK) . . . ..
Court Meeting (heldinthe UK) . . ....................
General Meeting (heldinthe UK) . ...................
Suspension of movements of Existing Shares into and out of
CDP’s account in CCASSends .. ....................
Start of offer period in Singapore. . ...................
Despatch of Singapore Application Forms and this prospectus . .
Nil Paid Rights credited to CDP securities accounts (of
Qualifying CDP Shareholders only)®® . . ... ... ... ... ..
Dealings in Nil Paid Rights commence on the SGX-ST ... .. ..
Last day of dealings in Nil Paid Rights on the SGX-ST. ... ...
Latest time and date in Singapore for acceptance of Singapore
Application Forms . . .. ... ... ... . . ..
Latest time and date in Singapore for acceptance of electronic
applications via ATMs ... ....... ... ... ... ......
Announcement of results of the Rights Issue ..............
CDP to credit securities account holders . ................
Dealings in Rights Issue Shares, fully paid, commence on the
SGX-ST . .
Suspension of movements of Prudential Shares into and out of
CDP’s accountin CCASS . . .. ... .. ... ... ... . ...

Scheme Effective Date . . .. .........................
Suspension of movements of Prudential Shares into and out of
CDP’s account in CCASSends . ........... ... ......

Delisting of Prudential Shares from the SGX-ST; Dealings in
New Prudential Shares commence on the SGX-ST. .. ... ...

Completion of Acquisition . .. ........................

New Prudential Shares credited to securities accounts in CDP . .

6.00 p.m. on Wednesday 19 May 2010
10.00 a.m. on Tuesday 25 May 2010

5.00 p.m. on Tuesday 1 June 2010
9.00 a.m. on Wednesday 2 June 2010

1.00 a.m. on Friday 4 June 2010?*

1.00 a.m. on Friday 4 June 2010
1.00 a.m. on Friday 4 June 2010

1.00 a.m. on Friday 4 June 2010
5.00 p.m. on Friday 4 June 2010
6.00 p.m. on Monday 7 June 2010
6.15 p.m. on Monday 7 June 2010%®
6.20 p.m. on Monday 7 June 201047

9.00 a.m. on Tuesday 8 June 2010
Wednesday 9 June 2010
Wednesday 9 June 2010

Wednesday 9 June 2010
9.00 a.m. on Wednesday 9 June 2010
5.00 p.m. on Friday 11 June 2010

5.00 p.m. on Thursday 17 June 2010

9.30 p.m. on Thursday 17 June 2010
by Thursday 24 June 2010
after 5.00 p.m. on Friday 25 June 2010

9.00 a.m. on Monday 28 June 2010

5.00 p.m. on the third Singapore Business Day
preceding the Scheme Record Date
Q3 2010%”

9.00 a.m. on the Singapore Business Day immediately
following the Scheme Effective Date

9.00 a.m. on the Singapore Business Day immediately
following the Scheme Effective Date

3.00 p.m. on the business day immediately following
the Scheme Effective Date

after 5.00 p.m. on the Singapore Business Day
immediately following the Scheme Effective Date

(22) The times and dates given are based upon the Directors’ expectations and may be subject to change.

(23)

24

(25)

(26)
@n
(28)

29

In order to minimise the inconvenience to shareholders of having two shareholder meetings within a short period, the Directors propose to
adjourn the Annual General Meeting on 19 May 2010 and to reconvene it at 6.00 p.m. on 7 June 2010.

If either the Reconvened Annual General Meeting, Court Meeting or General Meeting is adjourned, the Voting Record Time for the
relevant adjourned meeting will be the time and day in Singapore that corresponds to 6.00 p.m. (London time) on the day which is two
business days before the day of the adjourned meeting.

CDP will require Singapore Shareholders to submit the relevant CDP Form of Proxy to CDP before 1.00 a.m. on 4 June 2010. The relevant
deadline will be notified to Singapore Shareholders in due course.

Or as soon thereafter as the Reconvened Annual General Meeting concludes or is further adjourned.
Or as soon thereafter as the Court Meeting concludes or is adjourned.

Subject to certain restrictions relating to Overseas Shareholders, details of which are set out in Part IX (Terms and Conditions of the Rights
Issue) of this prospectus.

This date and the dates below are indicative only and will depend, among other things, on the timing of receipt or regulatory approvals and
change of control consents in respect of the Scheme and the date upon which the Court sanctions the Scheme. An announcement
confirming the expected dates in respect of the Scheme will be made in due course.
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RIGHTS ISSUE STATISTICS

Price per Rights Issue Share ...................
Basis of Rights Issue. . .......................

Number of Existing Shares (including the Prudential
Shares expected to be issued on 27 May 2010 to
shareholders who have elected to receive the scrip
dividend alternative for the 2009 final dividend) . . .

Number of Rights Issue Shares to be issued by
Prudential .. ........ ... ... .. ... . . ... ..

Number of Prudential Shares in issue immediately

following completion of the Rights Issue®" ... . ..

Rights Issue Shares as a percentage of enlarged
issued ordinary share capital of Prudential
immediately following completion of the Rights

IssueY .

Gross proceeds of the Rights Issue (approximate). . . .

Estimated net proceeds receivable by Prudential after
Rights Issue and Transaction related expenses. . . . .

104 pence(30)

11 Rights Issue Shares for every 2
Existing Shares

2,539,010,500
13,964,557,750

16,503,568,250

84.6%
£14,523 million

£13,843 million

(30) The Issue Price for HK Shareholders and Singapore Shareholders is HK$11.78 per Rights Issue Share (calculated using an exchange rate

of £1:HK$11.3277).

(31) Assuming (i) the issue of 4,538,026 Prudential Shares to shareholders who have elected to receive the scrip dividend alternative for the
2009 final dividend, expected to be issued on 27 May 2010; (ii) no options granted under the Prudential Share Schemes are exercised
between the date of this document and completion of the Rights Issue; and (iii) no other Prudential Shares or New Prudential Shares are

issued between the date of this prospectus and completion of the Rights Issue.
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PART I
SUMMARY

This summary should be read as an introduction to the prospectus. Any decision to invest in Prudential or the Rights
Issue Shares should be based on consideration of the prospectus as a whole by the investor. Where a claim relating
to the information contained in the prospectus is brought before a court, the plaintiff investor might, under the
national legislation of the EEA States, have to bear the costs of translating the prospectus before legal proceedings
are initiated. Civil liability attaches to those persons who are responsible for this summary including any
translation of this summary, but only if this summary is misleading, inaccurate or inconsistent when read together
with the other parts of the prospectus.

1. Introduction

On 1 March 2010, Prudential announced the proposed combination of the Prudential Group and AIA Group. The
combination of the Prudential Group and AIA Group will be effected by New Prudential, a newly incorporated
company, acquiring each of Prudential and AIA. The acquisition of AIA by New Prudential is proposed to be
substantially financed, along with other sources of financing, by a fully underwritten Rights Issue by Prudential of
13,964,557,750 Rights Issue Shares at an Issue Price of 104 pence per Rights Issue Share and on a basis of 11 Rights
Issue Shares for every 2 Existing Shares.

Prudential believes that the Acquisition is a compelling and rare opportunity with strong strategic, operational and
financial rationale that will contribute significantly to the achievement of Prudential’s strategic objective to focus on
its Asian growth. The Acquisition will create a leading Asian life insurer and is expected to yield significant value
for Prudential shareholders, its other stakeholders and AIG.

2. Description of the Transactions
2.1  Acquisition

Prudential, New Prudential, AIG and AIA Aurora have entered into an agreement (“Acquisition Agreement”) under
which New Prudential will acquire the entire issued share capital of AIA. AIA Aurora will receive consideration
with a notional value of US$35.5 billion from New Prudential, comprising US$25.0 billion in cash (subject to
reduction in an amount equal to the aggregate nominal value of any subordinated notes for which AIA Aurora
subscribes under the Subordinated Note Commitment Letter), New Prudential Shares with a notional value of
£3.613 billion (approximately US$5.5 billion), US$3.0 billion in Mandatory Convertible Notes, US$2.0 billion in
Tier 1 Notes, and any subordinated notes for which AIA Aurora subscribes under the Subordinated Note
Commitment Letter. The cash component of the consideration will be financed by Prudential through a combination
of US$20.0 billion from the Rights Issue and up to US$5.0 billion from Bond Offerings.

If the Prudential Shares were listed on the Hong Kong Stock Exchange, the applicable percentage ratios for the
Acquisition would have exceeded 100% and the Acquisition would have constituted a very substantial acquisition
in accordance with the Hong Kong Listing Rules.

Prudential has entered into hedging arrangements in respect of its requirement to convert the pounds sterling
proceeds of the Rights Issue into US dollars, which is the currency in which New Prudential must pay the cash
element of the consideration.

Completion of the Acquisition is subject to certain pre-conditions, including: (i) Prudential shareholders approving
the Scheme and certain other resolutions relating to the Transactions; (ii) obtaining the necessary regulatory and
antitrust approvals; (iii) there having been no material adverse change in AIA prior to commencement of the Rights
Issue; (iv) there having been no breach of warranty or covenant resulting in a material adverse change in AIA prior
to completion; (v) there having been no material breach of the New Prudential warranties having a material adverse
effect on the ability of New Prudential or Prudential to complete the Acquisition; (vi) the Court sanctioning the
Scheme; and (vii) admission of the Rights Issue Shares to be issued pursuant to the Rights Issue, New Prudential
Shares (both to be issued pursuant to the Scheme and as consideration), MCNs and Tier 1 Notes (as consideration
under the Acquisition Agreement) to listing and trading.

A termination fee of £153 million (including any VAT due in respect thereof) is payable by Prudential to AIA
Aurora in the event of termination in specified circumstances. Additional consideration of 5/1200ths of the cash
consideration outstanding is payable per month by New Prudential to ATA Aurora from 1 September 2010 to the
completion date in the event that completion has not occurred (and the Acquisition Agreement has not been
terminated) by 31 August 2010.
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2.2 Scheme

The acquisition of Prudential by New Prudential that, with the Acquisition, results in the combination of the AIA Group
and the Prudential Group to form the Enlarged Group will be effected by means of the Scheme between Prudential and
Prudential shareholders (which is not conditional upon completion of the Rights Issue or the Acquisition). Under the
terms of the Scheme, the Prudential Shares will be cancelled and, in consideration for this cancellation, Prudential
shareholders on the register at the Scheme Record Time will receive:

for each Prudential Share one New Prudential Share

Implementation of the Scheme will require approval at the Court Meeting and the General Meeting.

3. Information on the Enlarged Group

Prudential believes that the combination of its Asian operations with AIA will create a unique business with a
significant focus on the Asian markets and leading positions in seven countries with highly complementary
products and distribution channels across the region. It is anticipated that the Enlarged Group will be the leading life
insurer in Hong Kong, Singapore, Malaysia, Indonesia, Vietnam, Thailand and the Philippines, and the leading
foreign life insurance business in China and India®®, as well as having strong and highly cash generative operations
in the US and the UK. Prudential expects to have from 25 May 2010, a dual-primary listing in London and Hong
Kong and a secondary listing in Singapore.

4. Information on Prudential

The Prudential Group is a large international financial services group, providing retail financial services in Asia, the
United Kingdom and the United States. It has been in existence for over 160 years and has £290 billion in assets
under management (as at 31 December 2009). Prudential is not affiliated with Prudential Financial, Inc. or its
subsidiary, The Prudential Insurance Company of America.

5. Information on AIA

The AIA Group is a leading life insurance organisation in the Asia Pacific region which provides individuals and
businesses with products and services for their insurance, protection, savings, investments and retirement needs in
15 geographical markets in the region. As of 30 November 2009, the AIA Group (excluding AIA India) had
approximately 15,500 employees serving the holders of its approximately 21.3 million in-force policies and
approximately 9 million participating members of its clients for group life, medical, credit life coverage and
pensions products.

6. Strengths and strategy

The central objective of the Enlarged Group will be to deliver sustainable value to shareholders. To achieve this, the
strategy of the Enlarged Group will be to meet, profitably, customers’ changing needs for savings, income and
protection products in its chosen markets across Asia, the US and the UK. In particular, the Enlarged Group will
focus on the objective of allocating capital to the most attractive opportunities and geographical markets, both in
terms of return and payback period.

Prudential believes that the Prudential Group and the AIA Group have complementary capabilities, and key growth
opportunities for the Enlarged Group will include: improvements in AIA sales force productivity based upon
Prudential’s agency management capabilities; increasing effectiveness of AIA’s current bancassurance
relationships by leveraging Prudential’s capabilities in Asia with banks such as Standard Chartered Bank, ICICI
Bank Limited and United Overseas Bank Limited; managing the AIA product mix; and increasing utilisation of
customer management and data mining tools.

(32) Assetoutin Part VI of this prospectus, (a) Prudential is ranked as the leading life insurer in Singapore, Malaysia, Indonesia and Vietnam,
(b) AIA is ranked as the leading life insurer in the Philippines and Thailand, (c) ICICI Prudential is ranked as the leading private life insurer
in India and (d) AIA is ranked as the leading foreign life insurer in China. According to the OCI, the combined market share of Prudential
and AIA is greater than the market share of any other company in the Hong Kong life insurance market.
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7. Dividend policy

The Directors intend to focus on delivering a growing dividend for the Enlarged Group, which will be determined
after taking into account the Enlarged Group’s financial flexibility and the Directors’ assessment of opportunities to
generate attractive returns by investing in specific areas of the business. The Board believes that in the medium term
a dividend cover of around two times post-tax operating earnings is appropriate.

The 2010 interim dividend is expected to reflect the pro forma earnings of the Enlarged Group as if the Acquisition
had taken place on 1 January 2010.

8. Principal terms of the Rights Issue

The substantial part of the cash financing for the Acquisition will be the net proceeds of the Rights Issue, which will
be made on the basis of:

11 Rights Issue Shares at 104 pence each for every 2 Existing Shares
held by Qualifying Shareholders on the Record Date.

The Rights Issue is expected to raise proceeds of approximately £13,843 million, net of Rights Issue and
Transaction-related expenses. The Issue Price for UK Shareholders of 104 pence per Rights Issue Share represents
a discount of approximately 80.8% to the Closing Price of 542.5 pence per Prudential Share on 14 May 2010, being
the last business day before the announcement of the terms of the Rights Issue and a 39.3% discount to the
theoretical ex-rights price based on that Closing Price. The Issue Price per Rights Issue Share for HK Shareholders
and Singapore Shareholders is HK$ 11.78. The Rights Issue is fully underwritten and the terms of the Underwriting
Agreement are summarised in paragraph 16.2 of Part XIX (Additional Information).

It is expected that dealings in the Rights Issue Shares, nil paid, will commence on the London Stock Exchange at
8.00 a.m. (London time) on 8§ June 2010, on the Hong Kong Stock Exchange at 9.30 a.m. (Hong Kong time) on
10 June 2010 and on the SGX-ST at 9.00 a.m. (Singapore time) on 9 June 2010.

The latest time and date for acceptance and payment in full under the Rights Issue is expected to be:
e for UK Shareholders, 11.00 a.m. (London time) on 23 June 2010;
e for HK Shareholders, 4.00 p.m. (Hong Kong time) on 23 June 2010; and

e for Singapore Shareholders, 5.00 p.m. and 9.30 p.m. (Singapore time) on 17 June 2010 for acceptances by
Singapore Application Forms and ATM, respectively.

The Rights Issue is not conditional upon completion of the Acquisition or the Scheme. If completion of the
Acquisition does not occur, which Prudential believes is unlikely, Prudential’s current intention is that the net
proceeds of the Rights Issue will be invested on a short-term basis while Prudential considers how the net proceeds
of the Rights Issue (after deduction of Rights Issue and Transaction related expenses and hedging costs) will be
returned to Prudential’s shareholders (taking into account, amongst others, the tax implications for Prudential’s
shareholders).

9, Risk factors

Investors should consider carefully the following risks, amongst others:

Risks relating to the Prudential Group and the Enlarged Group

e The Prudential Group’s businesses are, and the Enlarged Group’s businesses will be, inherently subject to
market fluctuations and general economic conditions.

e Interest rate fluctuations may materially and adversely affect the Enlarged Group’s profitability.

e The Enlarged Group will be subject to the risk of potential sovereign debt credit deterioration owing to the
amounts of sovereign debt obligations held in its investment portfolio.

e The Prudential Group is, and the Enlarged Group will be, subject to the risk of exchange rate fluctuations owing
to the geographical diversity of its businesses.

e The Prudential Group conducts, and the Enlarged Group will conduct, their businesses subject to regulation and
associated regulatory risks, including the effects of changes in the laws, regulations, policies and interpretations
and any accounting standards in the markets in which they operate.
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The resolution of several issues affecting the financial services industry could have a negative impact on the
Prudential Group’s and the Enlarged Group’s reported results or on their relations with current and potential
customers.

Litigation, disputes and regulatory investigations may adversely affect the Prudential Group’s and the Enlarged
Group’s profitability and financial condition.

The Prudential Group’s businesses are conducted, and the Enlarged Group’s businesses will be conducted, in
highly competitive environments with developing demographic trends and continued profitability depends on
management’s ability to respond to these pressures and trends.

Downgrades in the Prudential Group’s and, following the Acquisition, the Enlarged Group’s, financial strength
and credit ratings could significantly impact its competitive position and hurt its relationships with creditors or
trading counterparties.

Adverse experience in the operational risks inherent in the Prudential Group’s and Enlarged Group’s businesses
could have a negative impact on their results of operations.

Adverse experience against the assumptions used in pricing products and reporting business results could
significantly affect the Prudential Group’s and Enlarged Group’s results of operations.

The business and prospects of the Enlarged Group may be materially and adversely affected if it is not able to
manage the growth of the Enlarged Group’s operations successfully.

As holding companies, Prudential and AIA are each dependent upon their respective subsidiaries to cover
operating expenses and dividend payments and, following the Acquisition, New Prudential will in turn depend
on dividend payments from Prudential and AIA.

The Prudential Group operates, and the Enlarged Group will operate, in a number of markets through joint
ventures and other arrangements with third parties (including in China and India), involving certain risks that
the Prudential Group does not, and the Enlarged Group will not, face with respect to its consolidated
subsidiaries.

Prudential’s Articles of Association contain an exclusive jurisdiction provision.

Events relating to the AIG Group could continue to harm the AIA Group’s business and reputation and could
also harm the Prudential Group’s business and reputation.

Agent, employee and distribution partner misconduct is difficult to detect and deter and could harm the
Enlarged Group’s reputation or lead to regulatory sanctions or litigation.

Changes in tax legislation may result in adverse tax consequences.

Risks relating to the Transactions

The Acquisition and the Scheme may each not complete.
The integration of the Prudential Group and the AIA Group may be more difficult than anticipated.

The Enlarged Group may fail to realise the anticipated benefits, including estimated synergies, and may fail to
achieve its targets, in relation to the Acquisition.

Change of control provisions in the AIA Group’s and Prudential Group’s agreements may be triggered upon the
completion of the Acquisition and may lead to adverse consequences.

The Acquisition and the Scheme may negatively impact the Prudential Group’s or the ATA Group’s tax position.
Share prices may fluctuate.

Shareholders who do not take up their rights in full will experience significant dilution in their ownership.
The trading market for Nil Paid Rights may not develop.

The period required for Prudential Shares and New Prudential Shares to be transferred between the UK and
Hong Kong markets and between the Hong Kong and Singapore markets may be longer than expected.

An active trading market for Prudential Shares on the Hong Kong Stock Exchange may not develop or be
sustained, their trading prices may fluctuate significantly and the effectiveness of the liquidity arrangements by
Designated Dealers may be limited.
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PART 11
RISK FACTORS

Investing in and holding the Prudential Shares is subject to a number of risks. Accordingly, investors in the
Prudential Shares should carefully consider the risks described below, together with all of the information set out in
this prospectus, prior to making any investment decision. If one or more of the following risks were to arise, the
Prudential Group’s and Enlarged Group’s business, results of operations, financial condition and/or prospects
and/or the Prudential share price could be materially and adversely affected to the detriment of Prudential and its
shareholders, and investors could lose all or part of their investment. The risks set out below may not be exhaustive
and do not necessarily comprise all of the risks associated with an investment in Prudential and the Prudential
Shares. Additional risks and uncertainties not presently known to Prudential or which Prudential currently deems
immaterial may arise or become material in the future and may have a material adverse effect on Prudential.

1. Risks relating to the Prudential Group and Enlarged Group

The Prudential Group’s businesses are, and the Enlarged Group’s businesses will be, inherently subject to
market fluctuations and general economic conditions

The Prudential Group’s businesses are, and the Enlarged Group’s businesses will be, inherently subject to market
fluctuations and general economic conditions. Uncertain or negative trends in international economic and
investment climates which have adversely affected their business and profitability could be repeated, or prolonged,
or could worsen.

The adverse effects of such trends, including the unprecedented market dislocation across asset classes and
geographical markets witnessed in 2008 and in the first half of 2009, have been and would be felt principally
through the following:

* investment impairments or reduced investment returns, as a result of market volatility, could impair the
Prudential Group’s and the Enlarged Group’s ability to write significant volumes of new business which would
have a negative impact on their assets under management and profit;

* higher credit defaults and wider credit and liquidity spreads resulting in realised and unrealised credit losses, as
experienced during 2008 and 2009, when illiquidity and credit spreads reached all-time highs;

e the Prudential Group in the normal course of business enters (and the Enlarged Group will enter) into a variety of
transactions with counterparties, including derivative transactions. Failure of any of these counterparties to
discharge their obligations, or where adequate collateral is not in place, could have an adverse impact on the
Prudential Group’s and the Enlarged Group’s results; and

e estimates of the value of financial instruments are difficult because in certain illiquid or closed markets,
determining the value at which financial instruments can be realised is highly subjective. Processes to ascertain
value and estimates of value require substantial elements of judgement, assumptions and estimates (which may
change over time). Increased illiquidity also adds to uncertainty over the accessibility of financial resources and
may reduce capital resources as valuations decline.

Although global markets have begun to stabilise beginning in 2009, interest rates remain low, and many of the
challenges of 2008 persist in the credit markets. New challenges may continue to emerge.

A significant part of Prudential’s shareholders’ profit is related to bonuses for policyholders declared on its with-
profits products, which are broadly based on historical and current rates of return on equity, real estate and fixed
income securities, as well as the Prudential Group’s expectations of future investment returns. During 2008 and for
the first half of 2009, the Prudential Group had to operate in the UK against a challenging background of
unprecedented volatility in capital and equity markets, interest rates and widespread economic uncertainty. This has
led, among other things, to reduced consumer spending, an increase in unemployment, and consequently reduced
liquidity, requiring the intervention of the Bank of England via a quantitative easing programme to restore credit
liquidity in the market.

For some non-unit-linked investment products, in particular those written in some of the Enlarged Group’s Asian
operations, it may not be possible to hold assets which will provide cash flows to match exactly those relating to
policyholder liabilities. This is particularly true in those countries where bond markets are not developed and in
certain markets where regulated surrender values are set with reference to the interest rate environment prevailing at
the time of policy issue. This results in a mismatch due to the duration and uncertainty of the liability cash flows and
the lack of sufficient assets of a suitable duration. While this residual asset/liability mismatch risk can be managed,
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it cannot be eliminated. Where interest rates in these markets remain lower than interest rates used to calculate
surrender values over a sustained period, this could have an adverse impact on the Enlarged Group’s reported profit.

In the US, fluctuations in prevailing interest rates can affect results from Jackson which has a significant spread-
based business, with the majority of its assets invested in fixed income securities. In particular, fixed annuities and
stable value products written by Jackson expose the Prudential Group to the risk that changes in interest rates, which
are not fully reflected in the interest rates credited to customers, will reduce spread. The spread is the difference
between the rate of return Jackson is able to earn on the assets backing the policyholders’ liabilities and the amounts
that are credited to policyholders in the form of benefit increases, subject to minimum crediting rates. During 2008,
the US financial services industry faced an unprecedented array of challenges: the S&P 500 index fell by 38.5%,
government interest rates fell to historic lows, and global markets experienced a significant increase in volatility. In
addition, credit markets seized up and global credit spreads widened to historic levels. These factors contributed to
substantial increases in Jackson’s unrealised losses. Declines in spread from these products or other spread
businesses that Jackson conducts could have a material impact on its businesses or results of operations. Jackson
also writes a significant amount of variable annuities that offer capital or income protection guarantees. There could
be unforeseen market circumstances where the derivatives that it enters into to hedge its market risks may not fully
offset its losses, and any cost of the guarantees that remain unhedged will also affect the Prudential Group’s and the
Enlarged Group’s results.

Interest rate fluctuations may materially and adversely affect the Enlarged Group’s profitability

A substantial portion of the Enlarged Group’s investment assets will be in interest-bearing investments. For
example, for the AIA Group alone, fixed income securities represented 89% of the carrying value of total
policyholder and shareholder investments as of 30 November 2009. During periods of declining interest rates the
Enlarged Group’s average investment yield will decline as maturing investments, as well as bonds and loans that are
redeemed or repaid in order to take advantage of the lower interest rate environment, are replaced with new
investments with lower yields and coupon payments. As a result, the decline in interest rates would reduce the
Enlarged Group’s return on investments, which could materially reduce its profitability, regardless of whether such
investments are used to support particular insurance policy obligations.

Certain of the Enlarged Group’s insurance obligations will have a longer duration than its investment assets. In
addition, some of the Enlarged Group’s premiums will be calculated based on an assumed investment yield. As
such, lower interest rates may reduce the Enlarged Group’s average investment yield, while premiums from certain
outstanding products remain unchanged thereby reducing profitability. Falling interest rates or a prolonged period
of low interest rates may make it difficult for the Enlarged Group to match effectively its assets to its liabilities. If the
current low interest rate environment continues, these negative effects on profitability will persist or possibly
increase as average investment yield decreases. In addition, if a decrease in the profitability of the Enlarged Group’s
products reduces the policyholder surplus relating to participating products, some payments to policyholders, such
as non-guaranteed dividends, may decrease or not be paid. In such circumstances, the Enlarged Group may
experience an increase in customer dissatisfaction, complaints, potential litigation or surrenders relating to these
products.

The process of pricing the Enlarged Group’s products often entails making assumptions about interest rates. If
actual interest rates are lower than the interest rates assumed during the product pricing process, this could have an
adverse effect on the profitability of the products. For products with guaranteed interest rate benefits, declines in
interest rates reduce the interest rate spread, or the difference between the amounts that are required to be paid under
these products and the rate of return the Enlarged Group is able to earn on its investments intended to support its
obligations under these products. The AIA Group has previously offered guaranteed interest products where the
guaranteed rate of interest is in excess of current market interest rates. These products were sold primarily in China,
the Philippines, Taiwan and Thailand at the then prevailing high market interest rates. As of 30 November 2009, the
AIA Group’s aggregate policy reserves for such products, calculated in accordance with IFRS, amounted to
US$3,504 million, or approximately 5.8% of total net reserves for all of its insurance policies.

During periods of rising interest rates, although the increased investment yield increases the returns on the
investment portfolio, surrenders and withdrawals of policies may increase as policyholders seek investments with
higher perceived returns. This process could lead to a cash outflow from the Enlarged Group’s business. Such
outflows could require investment assets to be sold at a time when the prices of those assets are lower because of the
increase in market interest rates, which could in turn result in realised investment losses. In addition, unanticipated
surrenders and withdrawals could require the Enlarged Group to accelerate the amortisation of deferred policy
acquisition costs, which would materially and adversely affect the results of operations. Moreover, a rise in interest
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rates would have a material adverse effect on shareholders’ equity due to a decrease in the fair value of its fixed
income investments.

The Enlarged Group will be subject to the risk of potential sovereign debt credit deterioration owing to the
amounts of sovereign debt obligations held in its investment portfolio

The Enlarged Group will be subject to the risk of potential sovereign debt credit deterioration and default.
Following the Acquisition, the Enlarged Group will hold significant amounts of local currency and foreign
currency-denominated sovereign debt obligations in its investment portfolio. The AIA Group held government
bonds, primarily issued by governments in Asia, with carrying value of US$17,970 million as of 30 November
2009. In particular, it held Thai government bonds issued in Thai Baht with a carrying value of US$7,374 million.
As of 30 November 2009, the AIA Group’s aggregate investment in government bonds represented approximately
28% of the carrying value of the AIA Group’s total policyholder and shareholder investments. Investment in
sovereign debt obligations involves risks not present in debt obligations of corporate issuers. Investing in such
instruments creates exposure to the direct or indirect consequences of political, social or economic changes
(including changes in governments, heads of states or monarchs) in the countries in which the issuers are located
and the creditworthiness of the sovereign. In addition, the issuer of the debt or the governmental authorities that
control the repayment of the debt may be unable or unwilling to repay principal or pay interest when due in
accordance with the terms of such debt, and the Enlarged Group may have limited recourse to compel payment in
the event of a default. A sovereign debtor’s willingness or ability to repay principal and to pay interest in a timely
manner may be affected by, among other factors, its cash flow situation, its relations with its central bank, the extent
of its foreign currency reserves, the availability of sufficient foreign exchange on the date a payment is due, the
relative size of the debt service burden to the economy as a whole, the sovereign debtor’s policy toward local and
international lenders, and the political constraints to which the sovereign debtor may be subject. Periods of
economic uncertainty may affect the volatility of market prices of sovereign debt to a greater extent than the
volatility inherent in debt obligations of other types of issues. If a sovereign were to default on its obligations, this
could have a material adverse effect on the Enlarged Group’s financial condition and results of operations.

The Prudential Group is, and the Enlarged Group will be, subject to the risk of exchange rate fluctuations
owing to the geographical diversity of its businesses

Due to their geographical diversity, the Prudential Group’s and the Enlarged Group’s businesses are subject to the
risk of exchange rate fluctuations (including the risk of the de-pegging of the HK dollar to the US dollar). The
Prudential Group’s and Enlarged Group’s operations in the US and Asia, which represent a significant proportion of
operating profit and shareholders’ funds, generally write policies and invest in assets denominated in local currency.
Although this practice limits the effect of exchange rate fluctuations on local operating results, it can lead to
significant fluctuations in the Prudential Group’s and Enlarged Group’s consolidated financial statements upon
translation of results into pounds sterling. The currency exposure relating to the translation of reported earnings is
not currently separately managed. The impact of gains or losses on currency translations is recorded as a component
of shareholders’ funds within the statement of changes in equity. Consequently, this could impact on the Enlarged
Group’s gearing ratios (defined as debt over debt plus shareholders’ funds).

The Prudential Group conducts, and the Enlarged Group will conduct, their businesses subject to regulation
and associated regulatory risks, including the effects of changes in the laws, regulations, policies and
interpretations and any accounting standards in the markets in which they operate

Changes in government policy (including through changes in governments, heads of state or monarchs), legislation
(including tax) or regulatory interpretation applying to companies in the financial services and insurance industries
in any of the markets in which the Prudential Group operates (or in which the Enlarged Group will operate), which
in some circumstances may be applied retrospectively, may adversely affect the Prudential Group’s (and the
Enlarged Group’s) product range, distribution channels, capital requirements and, consequently, reported results
and financing requirements. For example, the AIA Group’s businesses in China, Malaysia and Thailand were
established prior to the implementation of increased restrictions on foreign ownership, and if any of these were to
become subject to more stringent ownership restrictions, this could have an adverse effect on the AIA Group’s
business. Also, regulators in jurisdictions in which the Prudential Group operates (or in which the Enlarged Group
will operate) may change the level of capital required to be held by individual businesses or could introduce possible
changes in the regulatory framework for pension arrangements and policies, the regulation of selling practices and
solvency requirements. Furthermore, as a result of the recent interventions by governments in response to global
economic conditions, it is widely expected that there will be a substantial increase in government regulation and

18


%%TRANSMSG*** Transmitting Job: U08507 PCN: 018000000 ***%%PCMSG|18     |00043|Yes|No|05/12/2010 22:10|0|0|Page is valid, no graphics -- Color: D|


supervision of the financial services industry, including the possibility of higher capital requirements, restrictions
on certain types of transaction structure, and enhanced supervisory powers.

Current EU directives, including the EU Insurance Groups Directive (“IGD”) require European financial services
groups to demonstrate net aggregate surplus capital in excess of solvency requirements at the group level in respect
of shareholder-owned entities. The test is a continuous requirement, so that the Prudential Group needs (and the
Enlarged Group will need) to maintain a somewhat higher amount of regulatory capital at the group level than
otherwise necessary in respect of some of its individual businesses to accommodate, for example, short-term
movements in global foreign exchange rates, interest rates, deterioration in credit quality and equity markets. The
EU is also developing a new solvency framework for insurance companies, referred to as “Solvency II”’. The new
approach will be based on the concept of three pillars — minimum capital requirements, supervisory review of
firms® assessment of risk, and enhanced disclosure requirements — and will cover valuations, the treatment of
insurance groups, the definition of capital and the overall level of capital requirements. A key aspect of Solvency 11
is that the assessment of risks and capital requirements will be aligned more closely with economic capital
methodologies, and may allow the Prudential Group (and the Enlarged Group) to make use of its internal economic
capital models, if approved by the FSA. The Solvency II Directive was formally approved by a meeting of the EU’s
Economic and Financial Affairs Council on 10 November 2009. The European Commission has already initiated
the process of developing the detailed rules that will complement the high-level Principles of the Directive, referred
to as “implementing measures”, which are subject to a consultation process and are not expected to be finalised until
late 201 1. There is a significant uncertainty regarding the final outcome of this process. As a result there is a risk that
the effect of the measures finally adopted could be adverse for the Enlarged Group, including potentially a
significant increase in capital required to support its business.

Various jurisdictions in which the Prudential Group operates (and in which the Enlarged Group will operate) have
created investor compensation schemes that require mandatory contributions from market participants in some
instances in the event of a failure of a market participant. As a major participant in the majority of its chosen
markets, circumstances could arise where the Prudential Group (and the Enlarged Group), along with other
companies, may be required to make such contributions.

The Prudential Group’s accounts are prepared (and the Enlarged Group’s accounts will be prepared) in accordance
with current IFRS applicable to the insurance industry. The International Accounting Standards Board (“IASB”)
introduced a framework that it described as Phase I, which permitted insurers to continue to use the statutory basis
of accounting for insurance assets and liabilities that existed in their jurisdictions prior to January 2005. The IASB
has published proposals in its Phase II discussion paper, which would introduce significant changes to the statutory
reporting of insurance entities that prepare accounts according to IFRS and has stated its intention to publish an
Exposure Draft in 2010. It is uncertain whether and how the proposals in the discussion paper will become definitive
IFRS and when such changes might take effect.

Any changes or modification of IFRS accounting policies may require a change in the future results or a restatement
of reported results.

European Embedded Value (“EEV”) basis results are published as supplementary information by Prudential using
principles issued by the European CFO (Chief Financial Officers) Forum. The EEV basis is a value-based reporting
method for Prudential’s long-term business which is used by market analysts and which underpins a significant part
of the key performance indicators used by Prudential’s management for both internal and external reporting
purposes. In June 2008, in an effort to improve the consistency and transparency of embedded value reporting, the
CFO Forum published the Market Consistent Embedded Value (MCEV) Principles. Following a review of the
impact of turbulent market conditions on the MCEV Principles, the CFO Forum announced in May 2009 the
postponement of the mandatory reporting on MCEV basis until 2011 and subsequently, in October 2009, changes in
the principles to allow for the inclusion of a liquidity premium, which is the additional return investors require for
investing in less liquid assets and is a key component in the calculation of the profitability of UK annuity business. It
also announced that it was performing further work to develop more detailed application guidance to increase
consistency going forward. When the work has been completed, Prudential (and the Enlarged Group) will consider
its approach to the new Principles. The adoption of the new Principles would give rise to different embedded value
results from those prepared under the application of European Embedded Value Principles.

The resolution of several issues affecting the financial services industry could have a negative impact on
the Prudential Group’s and the Enlarged Group’s reported results or on their relations with current and
potential customers

The Prudential Group is, and the Enlarged Group will be, and both in the future may be, subject to legal and
regulatory actions in the ordinary course of their business, both in the UK and internationally. This could be a review
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of business sold in the past under previously acceptable market practices at the time, such as the requirement in the
UK to provide redress to certain past purchasers of pension and mortgage endowment policies, changes to the tax
regime affecting products and regulatory reviews on products sold and industry practices, including, in the latter
case, businesses it has closed.

Regulators particularly, but not exclusively, in the US and the UK are moving towards a regime based on principles-
based regulation which brings an element of uncertainty. These regulators are increasingly interested in the
approach that product providers use to select third party distributors and to monitor the appropriateness of sales
made by them. In some cases, product providers can be held responsible for the deficiencies of third-party
distributors.

In the US, federal and state regulators have focused on, and continue to devote substantial attention to, the mutual
fund, fixed index variable annuity and insurance product industries. This includes new regulations in respect of the
suitability of broker-dealers’ sales of certain products. As a result of publicity relating to widespread perceptions of
industry abuses, there have been numerous regulatory inquiries and proposals for legislative and regulatory reforms.

In Asia, regulatory regimes are developing at different speeds, driven by a combination of global factors and local
considerations. There is a risk that new requirements are introduced that are retrospectively applied to sales made
prior to their introduction.

Litigation, disputes and regulatory investigations may adversely affect the Prudential Group’s and the
Enlarged Group’s profitability and financial condition

The Prudential Group is, and may be in the future, and the Enlarged Group may be, subject to legal actions, disputes
and regulatory investigations in the ordinary course of their insurance, investment management and other business
operations. These legal actions, disputes and investigations may relate to aspects of the Prudential Group’s or the
Enlarged Group’s businesses and operations that are specific to the Prudential Group or the Enlarged Group, or that
are common to companies that operate in the Prudential Group’s or the Enlarged Group’s markets. Legal actions and
disputes may arise under contracts, regulations (including tax) or from a course of conduct taken by the Prudential
Group or the Enlarged Group, and may be class actions. Although the Prudential Group believes that it has
adequately provided in all material aspects for the costs of litigation and regulatory matters, no assurance can be
provided that such provisions are sufficient. Given the large or indeterminate amounts of damages sometimes
sought, and the inherent unpredictability of litigation and disputes, it is possible that an adverse outcome could,
from time to time, have an adverse effect on the Prudential Group’s and the Enlarged Group’s results of operations
or cash flows.

The Prudential Group’s businesses are conducted, and the Enlarged Group’s businesses will be conducted,
in highly competitive environments with developing demographic trends and continued profitability depends
on management’s ability to respond to these pressures and trends

The markets for financial services in the UK, US and Asia are highly competitive, with several factors affecting the
Prudential Group’s and Enlarged Group’s ability to sell their products and continued profitability, including price
and yields offered, financial strength and ratings, range of product lines and product quality, brand strength and
name recognition, investment management performance, historical bonus levels, developing demographic trends
and customer appetite for certain savings products. In some of its markets, the Prudential Group faces, and the
Enlarged Group may face, competitors that are larger, have greater financial resources or a greater market share,
offer a broader range of products or have higher bonus rates or claims-paying ratios. Further, heightened
competition for talented and skilled employees and agents with local experience, particularly in Asia, may limit
the Prudential Group’s and the Enlarged Group’s potential to grow their business as quickly as planned.

In Asia, the Prudential Group’s and Enlarged Group’s principal regional competitors are international financial
companies, including Allianz, AXA, ING, and Manulife. In a number of markets, local companies have a very
significant market presence.

Within the UK, the Prudential Group’s principal competitors in the life market include many of the major retail
financial services companies including, in particular, Aviva, Legal & General, Lloyds Banking Group and Standard
Life.

Jackson’s competitors in the US include major stock and mutual insurance companies, mutual fund organisations,
banks and other financial services companies such as AIG, AXA Financial Inc., Hartford Life Inc., Lincoln
National, MetLife and TIAA-CREF.
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The Prudential Group believes competition will intensify across all regions in response to consumer demand,
technological advances, the impact of consolidation, regulatory actions and other factors. The Prudential Group’s
and the Enlarged Group’s ability to generate an appropriate return depends significantly upon its capacity to
anticipate and respond appropriately to these competitive pressures.

Downgrades in the Prudential Group’s, and following the Acquisition, the Enlarged Group’s, financial
strength and credit ratings could significantly impact its competitive position and hurt its relationships with
creditors or trading counterparties

The Prudential Group’s financial strength and credit ratings, which are used by the market to measure its ability to
meet policyholder obligations, are an important factor affecting public confidence in most of the Prudential Group’s
products, and as a result its competitiveness. Downgrades in the Prudential Group’s, AIA Group’s and/or the
Enlarged Group’s ratings, as a result of, for example, decreased profitability, increased costs, increased
indebtedness or other concerns, could have an adverse effect on its ability to market products and retain current
policyholders. In addition, the interest rates the Prudential Group pays on its borrowings are affected by its debt
credit ratings, which are in place to measure the Prudential Group’s ability to meet its contractual obligations.

As at 31 March 2010:

Prudential’s long-term senior debt is rated as A2 (negative outlook) by Moody’s, A+ (negative watch) by
Standard & Poor’s and A+ (negative watch) by Fitch;

Prudential’s short-term debt is rated as P-1 by Moody’s, A-1 by Standard & Poor’s and F1+ (negative watch) by
Fitch;

The Prudential Assurance Company Limited long-term fund is rated Aa2 (negative outlook) by Moody’s,
AA (negative watch) by Standard & Poor’s and AA+ (negative watch) by Fitch;

Jackson’s financial strength is rated AA (negative watch) by Standard & Poor’s and Fitch, Al (negative
outlook) by Moody’s, and A+ (under review- negative) by AM Best; and

American International Assurance Company Limited’s financial strength is rated A+ (developing) by
Standard & Poor’s.

In addition, changes in methodologies and criteria used by rating agencies could result in downgrades that do not
reflect changes in the general economic conditions or the Prudential Group’s financial condition or, following the
Acquisition, the Enlarged Group’s financial condition.

The Enlarged Group has not yet been rated. There can be no assurance that the Enlarged Group will be rated the
same or higher than the current rating of Prudential, its subsidiaries or AIA Co.

Adbverse experience in the operational risks inherent in the Prudential Group’s and the Enlarged Group’s
businesses could have a negative impact on their results of operations

Operational risks are present in all of the Prudential Group’s businesses and will be present in all of the Enlarged
Group’s businesses, including the risk of direct or indirect loss resulting from inadequate or failed internal and
external processes, systems and human error or from external events. The Prudential Group’s business is, and the
Enlarged Group’s business will be, dependent on processing a large number of complex transactions across
numerous and diverse products, and is subject to a number of different legal and regulatory regimes. In addition, the
Prudential Group outsources and the Enlarged Group will outsource, several operations, including a significant part
of its UK back office and customer-facing functions as well as a number of IT functions, resulting in reliance upon
the operational processing performance of its outsourcing partners.

Further, because of the long-term nature of much of the Prudential Group’s business, accurate records have to be
maintained for significant periods. The Prudential Group’s systems and processes incorporate controls which are
designed to manage and mitigate the operational risks associated with its activities. For example, any weakness in
the administration systems or actuarial reserving processes could have an impact on its results of operations during
the effective period. The Prudential Group has not experienced or identified any operational risks in its systems or
processes during 2009, which have subsequently caused, or are expected to cause, a significant negative impact on
its results of operations.

In addition, the AIA Group has been gradually implementing certain corporate initiatives to update and improve its
financial reporting, actuarial and information systems. Key aspects of these initiatives include the introduction of
new automated systems to track and analyse investments and the migration to a uniform actuarial platform.
Significant time, investments and management resources will be required for these financial reporting systems to be
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fully updated and optimised. While the Prudential Group has, and the Enlarged Group will have, the IT,
management and other reporting systems required for Prudential and New Prudential each to comply with its
obligations as a company with securities admitted to the Official List and as a supervised firm regulated by the FSA,
as aresult of the AIA Group’s recent corporate initiatives, the Enlarged Group may experience difficulties that could
adversely affect the ability of the Enlarged Group to run its business.

Adverse experience against the assumptions used in pricing products and reporting business results could
significantly affect the Prudential Group’s and the Enlarged Group’s results of operations

The Prudential Group needs, and the Enlarged Group will need, to make assumptions about a number of factors in
determining the pricing of its products and setting reserves and for reporting its capital levels and the results of its
long-term business operations. For example, the assumption that the Prudential Group makes about future expected
levels of mortality is particularly relevant for its UK annuity business. In exchange for a premium equal to the
capital value of their accumulated pension fund, pension annuity policyholders receive a guaranteed payment,
usually monthly, for as long as they are alive. The Prudential Group conducts rigorous research into longevity risk,
using data from its substantial annuitant portfolio. As part of its pension annuity pricing and reserving policy, the
Prudential Group’s UK business assumes that current rates of mortality continuously improve over time at levels
based on adjusted data from the Continuous Mortality Investigations (CMI) as published by the Institute and
Faculty of Actuaries. If mortality improvement rates significantly exceed the improvement assumed, the Prudential
Group’s and Enlarged Group’s results of operations could be adversely affected.

A further example is the assumption that the Prudential Group makes about future expected levels of the rates of
early termination of products by its customers (persistency). This is particularly relevant to its lines of business other
than its UK annuity business. The Prudential Group’s persistency assumptions reflect recent past experience for
each relevant line of business. Any expected deterioration in future persistency is also reflected in the assumption. If
actual levels of future persistency are significantly lower than assumed (that is, policy termination rates are
significantly higher than assumed), the Prudential Group’s and the Enlarged Group’s results of operations could be
adversely affected.

Another example is the impact of epidemics and other effects that cause a large number of deaths. Significant
influenza epidemics have occurred three times in the last century, but the likelihood, timing, or the severity of future
epidemics can not be predicted. The effectiveness of external parties, including governmental and non-
governmental organisations, in combating the spread and severity of any epidemics could have a material impact
on the Prudential Group’s and Enlarged Group’s loss experience.

In common with other industry participants, the profitability of the Prudential Group’s and the Enlarged Group’s
businesses depends on a mix of factors including mortality and morbidity trends, policy surrender rates, investment
performance and impairments, unit cost of administration and new business acquisition expense.

The business and prospects of the Enlarged Group may be materially and adversely affected if it is not able
to manage the growth of the Enlarged Group’s operations successfully

The life insurance market in the Asia region has experienced significant growth in recent years. Management of the
AIA Group’s growth to date has required significant management and operational resources and is likely to continue
to do so. Future growth of the Enlarged Group will require, among other things: the continued development of
adequate underwriting and claim handling capabilities and skills, sufficient capital base, increased marketing and
sales activities and the hiring and training of new personnel.

There is no assurance that the Enlarged Group will be successful in managing future growth. In particular, there may
be difficulties in hiring and training sufficient numbers of customer service personnel and agents to keep pace with
any future growth in the number of customers in the Asia region. In addition, the Enlarged Group may experience
difficulties in upgrading, developing and expanding information technology systems quickly enough to
accommodate any future growth. If it is unable to manage future growth successfully, the Enlarged Group’s
business and prospects may be materially and adversely affected.

As holding companies, Prudential and AIA are each dependent upon their respective subsidiaries to cover
operating expenses and dividend payments and, following the Acquisition, New Prudential will in turn
depend on dividend payments from Prudential and AIA

The Prudential Group’s and AIA Group’s insurance and investment management operations are generally
conducted through direct and indirect subsidiaries.
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As holding companies, Prudential’s and AIA’s principal sources of funds are remittances from subsidiaries,
shareholder-backed funds, the shareholder transfer from long-term funds and any amounts that may be raised
through the issuance of equity, debt and commercial paper. Certain of the subsidiaries of each of Prudential and ATA
are restricted by applicable insurance, foreign exchange and tax laws, rules and regulations that can limit the
payment of dividends, which in some circumstances could limit the ability to pay dividends to shareholders or to
make available funds held in certain subsidiaries to cover operating expenses of other members of the Enlarged
Group. In particular, AIA has historically been limited by regulators in Thailand on the extent to which it can
distribute surplus capital from AIA Thailand to any other subsidiary or branch of the AIA Group. In addition, AIA
Co and ATA-B will be required to maintain certain solvency ratios pursuant to an undertaking given by Prudential to
the OCI in connection with the Transactions.

Following the Acquisition, New Prudential will be dependent on dividend payments from Prudential and AIA.

The Prudential Group operates, and the Enlarged Group will operate, in a number of markets through joint
ventures and other arrangements with third parties (including in China and India), involving certain risks
that the Prudential Group does not, and the Enlarged Group will not, face with respect to its consolidated
subsidiaries

The Prudential Group operates, and the Enlarged Group will operate, and in certain markets is required by local
regulation to operate, through joint ventures (including in China and India). The Prudential Group’s and Enlarged
Group’s ability to exercise management control over their joint venture operations and their investment in them
depends on the terms of the joint venture agreements, in particular, the allocation of control among, and continued
co-operation between, the joint venture participants. The Prudential Group and the Enlarged Group may also face
financial or other exposure in the event that any of their joint venture partners fails to meet their obligations under
the joint venture or encounters financial difficulty. In addition, a significant proportion of the Prudential Group’s
and the Enlarged Group’s product distribution is and will be carried out through arrangements with third parties not
controlled by the Prudential Group and Enlarged Group respectively and is dependent upon continuation of these
relationships. A temporary or permanent disruption to these distribution arrangements could adversely affect the
results of operations of the Prudential Group and the Enlarged Group.

Prudential’s Articles of Association contain an exclusive jurisdiction provision

Under Prudential’s Articles of Association, certain legal proceedings may only be brought in the courts of England
and Wales. This applies to legal proceedings by a shareholder (in its capacity as such) against Prudential and/or its
directors and/or its professional service providers. It also applies to legal proceedings between Prudential and its
directors and/or Prudential and Prudential’s professional service providers that arise in connection with legal
proceedings between the shareholder and such professional service provider. This provision could make it difficult
for US and other non-UK shareholders to enforce their shareholder rights. It is expected that the articles of
association of New Prudential will also include a similar provision.

Events relating to the AIG Group could continue to harm the AIA Group’s business and reputation and
could also harm the Prudential Group’s business and reputation

Following the AIG Events, the AIA Group’s customers, agents and employees, regulators and business
counterparties expressed concerns about the business and financial condition of the AIG Group and the AIA
Group. As a result, the AIA Group experienced a temporary increase in policy surrenders and withdrawals and a
reduction in new business, primarily attributable to a perceived reduction in the AIA Group’s financial strength.
Following completion of the Acquisition, the ATA Group will continue to have relationships with the AIG Group,
including the provision of services. In addition, although the AIA Group has re-branded a number of its products
and businesses to more closely associate them with AIA, in part to overcome any perception of instability
surrounding the AIG Group, the re-branding efforts may not be successful or events related or relating to the AIG
Group may still adversely impact the AIA Group’s reputation. There is also the risk that the Prudential Group’s
business may suffer due to the association with the AIA Group (including as a result of AIA Aurora’s (a subsidiary
of AIG) holdings in New Prudential to be issued as part of the consideration for the Acquisition) following the
Acquisition, which may lead to, for example, higher withdrawals, lower new business sales, a negative impact on
relations with creditors, or a negative impact on the Prudential Group’s credit ratings.
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Agent, employee and distribution partner misconduct is difficult to detect and deter and could harm the
Enlarged Group’s reputation or lead to regulatory sanctions or litigation

Agent, employee or distribution partner misconduct could result in violations of law, regulatory sanctions, litigation
or serious reputational or financial harm. Such misconduct could include: binding the Enlarged Group to
transactions that exceed authorised limits; hiding unauthorised or unsuccessful activities resulting in unknown
and unmanaged risks or losses; improperly using or disclosing confidential information, illegal or improper
payments; recommending products, services or transactions that are not suitable for customers; misappropriation of
funds; engaging in misrepresentation or fraudulent, deceptive or otherwise improper activities when marketing or
selling products to customers; engaging in unauthorised or excessive transactions to the detriment of customers; or
otherwise not complying with applicable laws or internal policies and procedures.

The measures that the Enlarged Group takes to detect and deter misconduct by agents, employees and distribution
partners may not be effective in all cases and may therefore not always be successful in detecting or deterring such
misconduct. There is no assurance that any such misconduct would not have a material adverse effect on the
Enlarged Group’s reputation, business, financial condition, results of operation or prospects.

Changes in tax legislation may result in adverse tax consequences

Tax rules, including those relating to the insurance industry, and their interpretation, may change, possibly with
retrospective effect, in any of the jurisdictions in which the Enlarged Group operates. Significant tax disputes with
tax authorities, and any change in the tax status of any member of the Prudential Group or the Enlarged Group or in
taxation legislation or its interpretation could affect the Prudential Group’s and the Enlarged Group’s profitability
and ability to provide returns to shareholders or alter the post-tax returns to shareholders.

2. Risks relating to the Transactions
The Acquisition and the Scheme may each not complete

Completion of the Acquisition is subject to the satisfaction (or waiver) of a number of conditions precedent
(including the approval of the holders of Prudential Shares, the approval of the Scheme by the Court and relevant
competition and regulatory clearances). Any relevant body may refuse its approval or, in the case of competition or
regulatory authorities, may seek to make their approval subject to compliance by Prudential with unanticipated or
onerous conditions. In certain jurisdictions, although consent may not be required from the relevant regulator, there
may be the risk of that regulator imposing onerous requirements on the Enlarged Group because of the Acquisition.
These conditions, if accepted, could have the effect, among other things, of imposing significant additional costs on
the Enlarged Group, limiting the Enlarged Group’s revenues, requiring divestitures of certain assets, reducing the
anticipated benefits of the Acquisition or imposing other operating restrictions upon the business of the Enlarged
Group.

The Rights Issue is not conditional upon completion of the Acquisition. If completion of the Acquisition does not
occur, which Prudential believes is unlikely, Prudential’s current intention is that the net proceeds of the Rights
Issue will be invested on a short-term basis while Prudential considers how the net proceeds of the Rights Issue
(after deduction of Rights Issue and Transaction related expenses and hedging costs) will be returned to Prudential’s
shareholders. In considering how any such proceeds might be returned to Prudential’s shareholders, Prudential will
take into account, amongst other things, the tax implications for Prudential’s shareholders.

In addition, if completion of the Acquisition does not occur, which Prudential believes is unlikely, a termination fee
of £153 million (including any VAT due in respect thereof) is, in certain circumstances, payable by Prudential to
AIA Aurora.

The integration of the Prudential Group and AIA Group may be more difficult than anticipated

The integration process following the completion of the Acquisition may prove more difficult than anticipated. In
addition, if the focus on this process impacts on the performance of its business, the results and operations of the
Enlarged Group are also at risk. The integration may take longer than expected, or difficulties relating to the
integration may arise or may cost more than estimated. The integration could fail to achieve the increased revenues,
earnings, cost savings and operational benefits that are expected to result from the Acquisition and could even incur
substantial costs as a result of, for example, inconsistencies in standards, controls, procedures and policies and
business cultures between the Prudential Group and the AIA Group and the diversion of management’s attention
from their responsibilities as a result of the need to deal with integration issues. The success of the integration could
also be adversely affected by the occurrence of external factors that are outside the control of the Enlarged Group,
such as the adoption of aggressive pricing strategies or other competitive initiatives by the Enlarged Group’s
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competitors at a time when the Prudential Group and AIA Group are focused on implementing the integration. Any
difficulties in the integration of internal policies, procedures and controls, for example in relation to risk
management, could correspondingly increase the risk exposure and losses may be experienced as a direct or
indirect result of failures of the Enlarged Group’s policies and controls.

In addition, the Enlarged Group will rely to a large extent on its ability to attract and retain key personnel, including
agents, who have in-depth knowledge and understanding of the life insurance market in the geographical markets in
which it operates. Key personnel may depart because of issues relating to the uncertainty or difficulty of integration
or a desire not to remain with the Enlarged Group. The loss of the services of these personnel may cause the
Enlarged Group’s business to suffer.

The Enlarged Group may fail to realise the anticipated benefits, including estimated synergies, and may fail
to achieve its targets, in relation to the Acquisition

Prudential anticipates that it can realise material synergies and growth opportunities from, and achieve certain
financial targets following, the combination of the Prudential Group and the AIA Group. To realise the anticipated
benefits of this combination, the Enlarged Group will need to, amongst other things, develop strategies and
implement a business plan to achieve higher growth through improved sales productivity, higher efficiency, cost
savings, complementary distribution channels and broader product offering. The ability of the Enlarged Group to
achieve the expected synergies and other benefits of the Acquisition, including in particular the expected revenue
and cost synergies and the financial targets described in section 4 of Part VI (Information about the Enlarged
Group), is subject to the occurrence or non-occurrence of a number of assumptions, including, but not limited to,
those set out in that section, and other factors set out in this Part II (Risk Factors). If, the Enlarged Group’s strategies
and business plan following the Acquisition fail to achieve these anticipated benefits, if the value of these
anticipated benefits is lower than expected, or if these anticipated benefits take longer or cost more to achieve, the
targets and estimated synergies may not be achieved or the profitability of the Enlarged Group going forward could
be significantly impacted.

Change of control provisions in the AIA Group’s and Prudential Group’s agreements may be triggered upon
the completion of the Acquisition and may lead to adverse consequences

Each of the AIA Group and the Prudential Group may be party to contracts, agreements and instruments that contain
change of control provisions that may be triggered upon the completion of the Acquisition. Agreements with change
of control provisions typically provide for, or permit the termination of, the agreement upon the occurrence of a
change of control of one of the parties. Usually these provisions, if any, may be waived with the consent of the other
party, and Prudential will consider whether it will seek these waivers. In the absence of these waivers, the operation
of the change of control provisions, if any, could result in the loss of significant contractual rights and benefits, the
termination of significant agreements or the payment of a termination fee. In addition, employment agreements or
other employee benefit arrangements with members of each of the AIA Group’s and the Prudential Group’s
employees may contain change of control provisions providing for additional payments following a change of
control.

The Acquisition and the Scheme may negatively impact the Prudential Group’s or the AIA Group’s tax
position

The Acquisition and the Scheme in certain jurisdictions are likely to constitute a change of ownership of the ATA
Group and the Prudential Group respectively, which may have a negative impact on their respective tax positions.
The tax consequences of a change of ownership of a company can include the loss or restriction of certain tax
attributes arising before the change of ownership, including, but not limited to, tax losses, tax credits and/or tax
basis in assets. The consequences of a change of ownership on the tax position of the Prudential Group or the ATA
Group are not expected to be material in the context of the Enlarged Group. In addition, the change of ownership
may result in other tax costs not normally associated with the ordinary course of business.

Share prices may fluctuate

The market price of Prudential Shares and Rights Issue Shares (including Nil Paid Rights and Fully Paid Rights)
could be subject to significant fluctuations due to changes in sentiment in the market. Such risks depend on the
market’s perception of the likelihood of completion of the Rights Issue and of the Acquisition, and/or in response to
various facts and events, including variations in the Prudential Group’s operating results and business developments
of Prudential Group and/or its competitors. Stock markets have from time to time experienced significant price and
volume fluctuations that have affected the market prices for securities and which may be unrelated to the Prudential
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Group’s operating performance or prospects. Furthermore, the Prudential Group’s operating results and prospects
from time to time may be below the expectations of market analysts and investors. Any of these events could result
in a decline in the market price of Prudential Shares and Rights Issues Shares (including Nil Paid Rights and Fully
Paid Rights).

In addition, Prudential has a number of significant shareholders, including, upon completion of the Transactions,
AIA Aurora (a subsidiary of AIG), which will hold approximately 10.9% of the issued ordinary share capital of New
Prudential (subject to adjustments for, inter alia, further issues of Prudential Shares or New Prudential Shares in the
period prior to completion of the Acquisition). A sale or sales of a substantial number of Prudential Shares by any of
these significant shareholders, either in the public market or in private transactions, or perception that such a sale or
sales may occur, could adversely affect the market price of Prudential Shares.

Shareholders who do not take up their rights in full will experience significant dilution in their ownership

Those holders of Existing Shares who do not participate in the Rights Issue will suffer a significant reduction in their
proportionate ownership and voting interest in the Prudential Shares as represented by their holding of Prudential
Shares immediately following Admission. Even if a holder of Existing Shares elects to sell his unexercised Nil Paid
Rights, or such Nil Paid Rights are sold on his behalf, the consideration he receives may not be sufficient to
compensate such a holder fully for the dilution of his percentage ownership of Prudential that may be caused as a
result of the Rights Issue.

Following completion of the Transactions, shareholders will also experience dilution in their proportionate
ownership and voting interest in New Prudential as compared to their proportionate ownership and voting interest
in Prudential because of the issue by New Prudential of ordinary shares to AIA Aurora as part of the consideration
for the Acquisition.

The trading market for Nil Paid Rights may not develop

An active trading market in the Nil Paid Rights may not develop on the London Stock Exchange, the Hong Kong
Stock Exchange and/or the SGX-ST during the trading period. In addition, because the trading price of the Nil Paid
Rights depends on the trading price of the Prudential Shares, the Nil Paid Rights price may be volatile.

The period required for Prudential Shares and New Prudential Shares to be transferred between the UK
and Hong Kong markets and between the Hong Kong and Singapore markets may be longer than expected,
and shareholders may not be able to settle or effect any sales of their shares during this period

There is no direct trading or settlement between the stock exchanges of London and Hong Kong nor between the
stock exchanges of Hong Kong and Singapore. To enable the migration of Prudential Shares and New Prudential
Shares between the relevant stock exchanges, shareholders are required to comply with specific procedures and bear
necessary costs. Details of the share transfer procedures under normal circumstances are set out in sections 28 and
30 of Part XIX of this prospectus. However, there is no assurance that the transfer of Prudential Shares or New
Prudential Shares will complete in accordance with the timelines set out in sections 28 and 30 of Part XIX of this
prospectus. There may be unforeseen market circumstances or other factors which delay the transfer, thereby
preventing shareholders from settling or effecting the sale of their Prudential Shares or New Prudential Shares.

An active trading market for Prudential Shares on the Hong Kong Stock Exchange may not develop or be
sustained, their trading prices may fluctuate significantly and the effectiveness of the liquidity arrangements
by Designated Dealers may be limited

Following the completion of the introduction of the Prudential Shares on the Hong Kong Stock Exchange (the
“Introduction’), Prudential cannot assure that an active trading market for Prudential Shares on the Hong Kong
Stock Exchange will develop or be sustained. In addition, the expected market price for Prudential Shares in Hong
Kong following the Introduction may not be indicative of the trading prices of the Prudential Shares on the London
Stock Exchange and Prudential ADRs on the New York Stock Exchange. If an active trading market of Prudential
Shares in Hong Kong does not develop or is not sustained after the Introduction, the market price and liquidity of the
Prudential Shares on the Hong Kong Stock Exchange could be materially and adversely affected.

Throughout the Designated Period, the Designated Dealers intend to carry out liquidity activities (see section 29 of
Part XIX of this prospectus). Whilst such stock borrowing and trading activities are expected to contribute towards
liquidity to meet demand for Prudential Shares to avoid a disorderly market in the Prudential Shares arising from
excess demand for Prudential Shares not fulfilled in Hong Kong upon and during the initial period following the
Introduction, investors should be aware that such liquidity arrangements are subject to the Designated Dealers’

26


%%TRANSMSG*** Transmitting Job: U08507 PCN: 026000000 ***%%PCMSG|26     |00076|Yes|No|05/16/2010 16:15|0|0|Page is valid, no graphics -- Color: D|


ability to obtain sufficient numbers of Prudential Shares for settlement on the Hong Kong market to meet demand.
There is no guarantee that such liquidity arrangements will attain and/or maintain liquidity in the Prudential Shares
at any particular level on the Hong Kong Stock Exchange, nor is there any assurance that the price of Prudential
Shares in Hong Kong will not exhibit significant volatility.

The liquidity arrangements do not create any obligation on the Designated Dealers to undertake any stock
borrowing, trades or other transactions in the Prudential Shares. Accordingly, there is no guarantee that during the
Designated Period, the price at which the Shares are traded on the Hong Kong Stock Exchange will be substantially
the same as or similar to the price at which Prudential Shares are traded on the London Stock Exchange or that any
particular volume of Prudential Shares will trade on the Hong Kong Stock Exchange. The liquidity arrangements
being implemented in connection with the Introduction are not equivalent to the price stabilisation activities which
may be undertaken in connection with an initial public offering. In addition, the Designated Dealers are not acting as
market makers and do not undertake to create or make a market in Prudential Shares on the Hong Kong Stock
Exchange. In particular, the Designated Dealers do not intend to seek to use buying of Prudential Shares in Hong
Kong to meet excess supply in the market.

The liquidity arrangements will also terminate and cease to continue beyond the Designated Period. Accordingly,
there may be volatility in the Hong Kong market after the Designated Period and in particular during the period
when movements of Prudential Shares between the UK Register and the HK Register are suspended in connection
with the Rights Issue when the availability of Prudential Shares in Hong Kong may be limited. Upon expiry of the
Designated Period, the Designated Dealers will be obliged to return the Prudential Shares they have borrowed
pursuant to the liquidity arrangements. If this is effected by purchasing Prudential Shares in the UK market and
transferring such Prudential Shares to the lenders, such activity may create volatility in the UK market which may,
in turn, lead to volatility in the Hong Kong market. If this is effected by returning unutilised Prudential Shares
borrowed in the UK and moved to Hong Kong back to the UK, such Prudential Shares would no longer be available
to contribute to liquidity in the Hong Kong market.
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PART III

DIRECTORS, COMPANY SECRETARY AND ADVISERS

Directors:

Harvey Andrew McGrath (Chairman)

Cheick Tidjane Thiam (Group Chief Executive)

Nicolaos Andreas Nicandrou (Chief Financial Officer)

Robert Alan Devey (Executive Director)

Clark Preston Manning Jr. (Executive Director)

Michael George Alexander McLintock (Executive Director)
Barry Lee Stowe (Executive Director)

Keki Bomi Dadiseth (Independent non-executive Director)
Michael William Oliver Garrett (Independent non-executive
Director)

Ann Frances Godbehere (Independent non-executive Director)
Bridget Ann Macaskill (Independent non-executive Director)
Kathleen Anne O’Donovan (Independent non-executive Director)
James Hood Ross (Senior Independent Director)

Lord Andrew Turnbull (Independent non-executive Director)

Each of the Directors’ business address is Laurence Pountney Hill, London EC4R OHH, United Kingdom.

Company Secretary:

Assistant Company Secretary and
alternative authorised representative
to Nicolaos Andreas Nicandrou:

Authorised Representatives:

Joint Sponsors, Joint Global

Co-ordinators and Joint Bookrunners:

Financial Adyvisers to Prudential in
respect of the Rights Issue, the
Acquisition and the Scheme:

Financial Advisers
to Prudential in respect of the
Acquisition and the Scheme:

Margaret Ann Coltman

Chan Ya Lai, Alice

Nicolaos Andreas Nicandrou
Barry Lee Stowe

Credit Suisse Securities (Europe) Limited
One Cabot Square

London E14 4QJ

United Kingdom

HSBC Bank plc
8 Canada Square
London E14 SHQ
United Kingdom

J.P. Morgan Securities Ltd.
125 London Wall

London EC2Y 5AJ

United Kingdom

Ondra LLP (trading as Ondra Partners)
23" Floor

125 Old Broad Street

London EC2N 1AR

United Kingdom

Credit Suisse Securities (Europe) Limited
One Cabot Square

London E14 4QJ

United Kingdom

HSBC Bank plc
8 Canada Square
London E14 5SHQ
United Kingdom

J.P. Morgan plc
125 London Wall
London EC2Y 5AJ
United Kingdom
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Financial Advisers to
Prudential in respect of
the Acquisition:

Auditors to Prudential:

Reporting Accountants to Prudential:

Auditor and Reporting Accountant to
AlA:

Legal Advisers to Prudential as to
English and Hong Kong law:

Legal Advisers to Prudential as to
Singapore law:

Legal Advisers to Prudential as to US
law:

Legal Advisers to the Joint Sponsors,
Joint Global Co-ordinators, Joint
Bookrunners, J.P. Morgan plc and
Underwriters as to English,

Hong Kong, Singapore and US law:

Lazard Freres & Co LLC
30 Rockefeller Plaza
New York

NY 10020

United States

KPMG Audit Plc
Chartered Accountants
8 Salisbury Square
London EC4Y 8BB
United Kingdom

KPMG Audit Plc
Chartered Accountants
8 Salisbury Square
London EC4Y 8BB
United Kingdom

KPMG

Certified Public Accountants
Prince’s Building

10 Chater Road

Central, Hong Kong

PricewaterhouseCoopers
Certified Public Accountants
22™ Floor, Prince’s Building
Central, Hong Kong

Slaughter and May
One Bunhill Row
London EC1Y 8YY
United Kingdom

Slaughter and May

47th Floor, Jardine House
One Connaught Place
Central, Hong Kong

Allen & Gledhill LLP
One Marina Boulevard #28-00
Singapore 018989

Cleary Gottlieb Steen & Hamilton LLP
City Place House

55 Basinghall Street

London EC2V 5EH

United Kingdom

Herbert Smith LLP
Exchange House
Primrose Street
London EC2A 2HS
United Kingdom

Herbert Smith

23w floor, Gloucester Tower
15 Queen’s Road

Central, Hong Kong

Herbert Smith LLP

50 Raffles Place

#24-01 Singapore Land Tower
Singapore 048623
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Registrar and Receiving Agent:

HK Registrar and transfer office:

Equiniti Limited

Aspect House

Spencer Road

Lancing

West Sussex BN99 6DA
United Kingdom

Computershare Hong Kong Investor Services Limited
Shops 1712-1716

17th Floor, Hopewell Centre

183 Queen’s Road East

Wanchai

Hong Kong
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PART IV
IMPORTANT NOTICES

ENFORCEABILITY OF JUDGEMENTS

Prudential is a public limited company incorporated under the laws of England and Wales. Most of the Directors are
citizens or residents of countries other than the United States, and a substantial portion of the assets of such persons
and a substantial portion of the assets of the Prudential Group are located outside the United States. As a result, it
may not be possible for investors to effect service of process within the United States upon Prudential or New
Prudential or such persons or to enforce outside the United States judgements obtained against Prudential or New
Prudential or such persons in the United States courts, including, without limitation, judgements based upon the
civil liability provisions of the United States federal securities laws or the laws of any state or territory within the
United States. In addition, awards of punitive damages in actions brought in the United States or elsewhere may be
unenforceable in the United Kingdom. Investors may also have difficulties enforcing, in original actions brought in
courts in jurisdictions outside the United States, liabilities under US securities laws.

RESTRICTION ON MOVEMENTS BETWEEN THE HONG KONG REGISTER AND THE UK
REGISTER

Since the UK Ex-Rights Date and the HK Ex-Rights Date are each fixed for different dates to cater for different regulations
and market practices for rights issues in the UK and Hong Kong and because the Issue Price in Hong Kong dollars has been
fixed by reference to the relevant exchange rate on 14 May 2010 (being the last HK Business Day prior to the announcement
of the Rights Issue), Prudential has instructed the Registrar and HK Registrar not to process removals of Prudential Shares
(1) from the HK Register to the UK Register from 4.30 p.m. (Hong Kong time) on 1 June 2010 until 9.30 a.m. (Hong Kong
time) on 8 June 2010; and (ii) from the UK Register to the HK Register from 3.00 p.m. (London time) on 1 June 2010 until
8.00 a.m. (London time) on 8 June 2010. Accordingly, shareholders will not be able to move their Prudential Shares
between the two Registers during these times.

In addition, because the Issue Price for HK Shareholders is in Hong Kong dollars whereas the Issue Price for UK
Shareholders is in pounds sterling, it will not be possible to move Nil Paid Rights arising from the provisional
allotment of Rights Issue Shares to HK Shareholders (which are rights to acquire Rights Issue Shares to be registered
on the HK Register) into rights to acquire Rights Issue Shares to be registered on the UK Register or vice versa.
Similarly, it will not be possible to move Nil Paid Rights held in CCASS into CDP or vice versa.

FORWARD-LOOKING STATEMENTS

This prospectus includes ‘forward-looking statements’, with respect to certain of the Prudential Group’s and the
Enlarged Group’s plans and its current goals and expectations relating to its future financial condition, performance,
results, strategy and objectives. Forward-looking statements include, without limitation, statements that typically
contain words such as ‘will’, ‘may’, ‘should’, ‘continue’, ‘aims’, ‘believes’, ‘expects’, ‘estimates’, ‘intends’,
‘anticipates’, ‘projects’, ‘plans’ or similar expressions. By their nature, forward-looking statements involve
material risks and uncertainties because they relate to events and depend on circumstances that all occur in the
future. Many of these risks and uncertainties relate to factors that are beyond the Prudential Group’s and/or the
Enlarged Group’s abilities to control or estimate precisely, such as future market conditions, fluctuations in interest
rates and exchange rates, and the performance of financial markets generally; the policies and actions of regulatory
authorities, the impact of competition, inflation, and deflation; experience in particular with regard to mortality and
morbidity trends, lapse rates and policy renewal rates; the timing, impact and other uncertainties of future
acquisitions or combinations within relevant industries; and the impact of changes in capital standards, solvency
standards or accounting standards, and tax and other legislation and regulations in the jurisdictions in which the
Prudential Group and the Enlarged Group operate, together with material risks and uncertainties in relation to the
Transactions including the possibility that the Transactions may not be consummated, the ability to achieve
expected synergies, including in particular the expected revenue and cost synergies, and the financial targets
described in section 4 of Part VI (Information about the Enlarged Group), improved productivity and opportunities
for growth from the Transactions; and also all the other factors discussed in Part II (Risk Factors). This may for
example result in changes to assumptions used for determining results of operations or re-estimations of reserves for
future policy benefits. As a result, the Prudential Group’s and/or Enlarged Group’s actual future financial condition,
performance and results may differ materially from the plans, goals and expectations set forth in the forward-
looking statements.

The forward-looking statements contained in this prospectus are made as of the date hereof. Prudential and New
Prudential may also make or disclose written and/or oral forward-looking statements in reports filed or furnished to

31


%%TRANSMSG*** Transmitting Job: U08507 PCN: 031000000 ***%%PCMSG|31     |00076|Yes|No|05/14/2010 07:33|0|0|Page is valid, no graphics -- Color: D|


the UKLA, the FSA, the London Stock Exchange, the Hong Kong Stock Exchange, the SFC, the SGX-ST, the MAS
or the US Securities and Exchange Commission, as well as in their annual report and accounts to shareholders,
proxy statements, offering circulars, registration statements and prospectuses, press releases and other written
materials and in oral statements made by directors, officers or employees to third parties, including financial
analysts. Neither Prudential, New Prudential, any member of the Prudential Group, nor the Enlarged Group assumes
any obligation or has any intention to publicly update or revise these forward-looking statements, whether as a result
of future events, new information or otherwise except as required pursuant to the Prospectus Rules, the Listing
Rules, the Disclosure and Transparency Rules, the Hong Kong Listing Rules or the SGX-ST listing rules. All of the
forward-looking statements are qualified in their entirety by reference to the factors discussed in Part II (Risk
Factors) of this prospectus. These risk factors are not exhaustive as the Prudential Group operates, and the Enlarged
Group will operate, in a continually changing business environment with new risks emerging from time to time that
it may be unable to predict or that it currently does not expect to have a material adverse effect on its business.
Investors should carefully read this prospectus in its entirety as it contains important information about the business
of the Prudential Group and the Enlarged Group and the risks it faces and management plans and objectives.

PRESENTATION OF PRUDENTIAL GROUP FINANCIAL INFORMATION
IFRS basis financial information

Part XIV of this prospectus contains consolidated historical financial information for the Prudential Group as of and
for the years ended 31 December 2007, 2008 and 2009. The consolidated financial information of Prudential and the
parent company financial information has been prepared and approved by the directors in accordance with IFRS as
issued by the IASB and as endorsed by the EU. EU-endorsed IFRS may differ from IFRS as issued by the IASB if, at
any point in time, new or amended IFRS have not been endorsed by the EU. At 31 December 2009, there were no
unendorsed standards effective for the three years ended 31 December 2009 affecting the consolidated or the parent
company financial information, and there was no difference between IFRSs endorsed by the EU and IFRS issued by
the IASB in terms of their application to Prudential. Accordingly, Prudential’s financial information for the three
years ended 31 December 2009 is prepared in accordance with IFRS as issued by the IASB. This consolidated
financial information has been reported on by KPMG Audit Plc, London, as stated in their report appearing in
Part XTIV of this prospectus. The financial information relating to the Prudential Group comprises the consolidated
income statement, consolidated statement of comprehensive income, the consolidated statement of changes in
equity, consolidated statement of financial position and the consolidated statement of cash flows of the Prudential
Group and disclosure notes. The Prudential Group’s consolidated financial information is presented in pounds
sterling, the Prudential Group’s presentation currency. Accordingly, the results and financial position of foreign
subsidiaries must be translated into the presentation currency of the Prudential Group from their functional
currencies, i.e. the currency of the primary economic environment in which the entity operates.

Operating profit based on longer-term investment results

Note B1 to the historical financial information for the Prudential Group in Part XIV of this prospectus provides
segment results for Prudential by reference to a performance measure of “operating profit based on longer-term
investment returns”. This measure is part of the total profit from continuing operations before tax attributable to
shareholders. Note B1 also provides a supplementary analysis of profit from continuing operations before tax
attributable to shareholders which includes the segmental performance reporting measure. The measure of
“operating profit based on longer-term investment returns” is the basis on which management regularly reviews
the performance of the Prudential Group’s segments as defined by IFRS 8.

For the purposes of measuring operating profit, investment returns on shareholder-financed business are based on
expected long-term rates of return. The expected long-term rates of return are intended to reflect historical real rates
of return and, where appropriate, current inflation expectations adjusted for consensus economic and investment
forecasts. The most significant operation that requires adjustment for the difference between actual and long-term
investment returns is Jackson. The amounts included in operating results for long-term capital returns for Jackson’s
debt securities comprise two components. These are a risk margin reserve-based charge for long-term expected
defaults, which is determined by reference to the credit quality of the portfolio, and amortisation of interest-related
realised gains and losses to operating results based on longer-term results to the date when sold bonds would
otherwise have matured. Consistent with the policy of including longer-term investment returns in the measure of
operating profit, movements in policyholder liabilities are also, where appropriate, delineated between amounts
included in operating profits and movements arising from short-term market conditions, which are recorded in
short-term fluctuations in investment returns.

32


%%TRANSMSG*** Transmitting Job: U08507 PCN: 032000000 ***%%PCMSG|32     |00075|Yes|No|05/12/2010 22:10|0|0|Page is valid, no graphics -- Color: D|


For the basis of calculation of operating profit, together with other information that is important to understanding
the Prudential Group’s financial condition and results of operation, see Part XII (Operating and Financial Review of
the Prudential Group) of this document.

EEYV basis supplementary information
Overview

This prospectus also contains European Embedded Value (“EEV”) basis supplementary information for the
Prudential Group as of and for the years ended 31 December 2008 and 2009. The EEV basis supplementary
information has been prepared in accordance with the EEV Principles and Guidance issued by the Chief Financial
Officers’ Forum of European Insurance Companies. The EEV basis supplementary information as of and for the
years ended 31 December 2008 and 2009, together with the related notes to the Prudential Group’s EEV basis
supplementary information and the independent auditor’s report from KPMG Audit Plc, has been extracted without
any modification from the Prudential 2009 Annual Report and Accounts, and is set forth in Part XIV (Historical
Financial Information for Prudential) to this prospectus. Where appropriate, the EEV basis supplementary
information includes the effects of adoption of IFRS. The EEV basis results are not determined in accordance
with IFRS or any other generally accepted accounting principles, and should not be considered as alternatives to
performance measures derived in accordance with IFRS. Other insurance companies may calculate EEV basis or
similar results differently, and consequently, the Prudential Group’s presentation of these results may not be readily
comparable to other companies’ figures.

EVand EEV

Embedded value (“EV”) is the present value of the shareholders’ interest in the earnings distributable from assets
allocated to the life businesses after allowing for the aggregate risks in that business. This includes the present value of
future cash flows from in-force business and capital tied-up in the life funds, the cost of holding additional capital, and
shareholders’ free surplus. EV is a broadly defined concept and different applications of the principle can lead to very
different financial results. This has led to attempts to standardise the application of EV in order to improve the rigour
of, and comparability between, companies’ EV results. EEV results are prepared in accordance with Principles issued
by the CFO Forum of European Insurance Companies in May 2004 (and expanded by the Additional Guidance on
EEV Disclosures published in October 2005), and are a standardised calculation of EV that has been adopted by many
European life insurance companies to improve credibility and comparability of EV results.

A common set of principles are used under EEV that provide consistent definitions, a framework for setting
actuarial assumptions, and a more explicit approach to the underlying methodology and disclosures. For example:

e The allowance for risk is explicit for EEV through: (i) an allowance for the cost of capital (at the higher of
internal target for economic capital and the local statutory minimum), (ii) stochastic and other appropriate
modelling of financial options and guarantees to ensure that an allowance for their cost is provided irrespective
of their value at the balance sheet date, and (iii) an explicit allowance in the risk discount rate for financial and
non-financial risks. EV has no prescribed way for allowing for the risk and uncertainty that is inherent in
forecasting future cash flows (typically this has been achieved by including an implicit allowance for risk in the
risk discount rate);

e EEV specifically allows for the look-through into profits arising in shareholder service companies, most notably
the profit arising in investment management companies from managing the insurance companies’ funds for
covered business;

e There are extensive disclosures required for EEV on all aspects of the calculations, including the methodology
adopted and the analysis of return.

In summary, the EEV basis is a value-based method of reporting in that it reflects the change in value of the business
over the accounting period. This value is called the shareholders’ funds on the EEV basis which, at a given point in
time, is the value of future profits expected to arise from the current book of long-term insurance business plus the
net worth of the company. In determining these expected profits, full allowance is made for the risks attached to
their emergence and the associated cost of capital, and takes into account recent experience in assessing likely
future persistency, mortality and expenses is taken into account.

PRESENTATION OF AIA GROUP FINANCIAL INFORMATION
IFRS basis financial information

The AIA Group was formed following the combination of the branches and subsidiaries of AIA Co, its chief
operating subsidiary, with certain of the Asia Pacific life insurance operations of the AIG Group. The AIA Group
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reorganisation and business combinations arising from transfers of interests in entities that are under the common
control of AIG throughout all periods presented in the historical financial information at Part XV of this prospectus
have been accounted for as if they had occurred at the beginning of the earliest period presented. Accordingly, the
AIA Group historical financial information included in Part XV of this prospectus presents the results of operations
of the AIA Group as if it had been in existence throughout the period from 1 December 2006 to 30 November 2009.

Part XV of this prospectus contains the historical financial information as of and for the years ended 30 November
2007, 2008 and 2009, which has been prepared in accordance with IFRS, as adopted by the European Union. This
consolidated financial information has been reported on by PricewaterhouseCoopers, Certified Public Accountants,
Hong Kong, as stated in their report appearing in Part XV of this prospectus. The financial information relating to
the ATA Group comprises the consolidated income statement, consolidated statement of comprehensive income,
consolidated statement of changes in equity, consolidated statement of financial position, and the consolidated
statement of cash flows of the AIA Group, and disclosure notes. The AIA Group’s consolidated financial
information is presented in US dollars, the AIA Group’s presentation currency. Accordingly, the results and
financial position of the AIA Group’s subsidiaries must be translated into the presentation currency of the AIA
Group from their functional currencies, i.e. the currency of the primary economic environment in which the entity
operates.

Operating profit

Note 7 to the historical financial information for the AIA Group contained in Part XV of this prospectus provides
segment results for the AIA Group by reference to a performance measure of “operating profit”. This measure is
part of the total profit before tax attributable to policyholder returns and shareholders. Note 5 to the AIA Group
historical financial information provides a reconciliation of the operating profit to profit before tax. The “operating
profit” measure is the basis on which management regularly reviews the performance of the AIA Group segments as
defined by IFRS 8.

The AIA Group defines operating profit before and after tax respectively as profit excluding the following non-
operating items:

e investment experience (which consists of realised gains and losses, foreign exchange gains and losses,
impairments and unrealised gains and losses on investments held at fair value through profit or loss);

* investment income related to investment-linked contracts (consisting of dividends, interest income and rent
income);

e investment management expenses related to investment-linked contracts;

e corresponding changes in insurance and investment contract liabilities in respect of investment-linked contracts
and participating funds and changes in third party interests in consolidated investment funds resulting from the
above; and

e other significant items that management considers to be non-operating income and expenses

For this and additional information that is important to understanding the AIA Group’s financial condition and
results of operation, see Part XIII (Operating and Financial Review of the AIA Group) of this prospectus.

EEYV basis supplementary information

This prospectus also contains EEV basis supplementary information for the AIA Group as at 30 November 2009 as
prepared by Prudential. The information also sets out the contribution to the EEV of new covered business written in
the twelve months prior. Prudential has prepared these EEV results with the intention of complying with the EEV
Principles and Guidance, with the exception of certain disclosure requirements. This information is set forth in
Part XV (Historical Financial Information for AIA) of this prospectus.

COMPARABILITY OF IFRS BASIS FINANCIAL INFORMATION AND EEV BASIS
SUPPLEMENTARY INFORMATION FOR PRUDENTIAL GROUP AND AIA GROUP

IFRS basis financial information

The IFRS basis information included in Parts XIV and XV of this prospectus for Prudential and AIA respectively has
been prepared applying consistent IFRS accounting policies. Whilst consistent IFRS accounting policies have been
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applied the practical application of certain of these policies varies between the companies. These differences of
application are particularly of note in the following two areas:

a) The application of previous GAAP under the IASB standard IFRS 4 (“Insurance Contracts”) for the
measurement of assets and liabilities of insurance contracts and the presentation of deposits and
withdrawals for insurance contracts with investment features. Under IFRS 4 insurers are permitted to
apply different measurement bases pending development by the IASB of a comprehensive phase II
standard. In addition to differences of measurement, under IFRS 4 Prudential accounts for all premium and
benefit flows within the income statement. AIA accounts for the investment components directly as
movements in the balance sheet.

b) The application of segment basis reporting of a supplementary reporting measure for operating profits. The
operating profit measures for Prudential and AIA are different, in particular in terms of the measurement of
profits for with-profits funds and the differing approaches to allocation of investment return between
operating and non-operating profit. Prudential’s approach to with-profit accounting is to recognise profits
on a distribution basis rather than, as for AIA, as a share of the earnings of the funds. The Prudential basis of
operating profit includes longer-term capital returns for assets backing non-participating business whereas
AIA’s operating profit does not. The unaudited pro forma financial information set out in Part X VI of this
prospectus includes footnote disclosure of the 2009 profit before shareholder tax for the Enlarged Group by
the supplementary analysis applied by Prudential. This analysis includes its measure of “operating profit
based on longer-term investment returns” and the disclosure is accompanied by an explanation of the
adjustments made to the 2009 AIA basis operating profit to derive the Prudential basis “Operating profit
based on longer-term investment returns” for AIA.

EEYV basis supplementary information

The EEV methodology adopted by Prudential is in accordance with the EEV principles and guidance issued in May
2004 by the European Insurers’ CFO forum and expanded by the additional guidance on EEV disclosures issued in
October 2005. The EEV methodology used for AIA Group, as shown in the unaudited pro forma financial
information set out in Part X VI of this prospectus is also in accordance with the same EEV principles and guidance
except for certain disclosure points referred to in the Consulting Actuaries’ Report set out in Part XV of this
document.

As such, the EEV methodologies used for both companies are in accordance with the EEV principles; however the
principles do allow for different approaches to be taken by companies. There are two principal differences between
the EEV methodology adopted by Prudential and that used for AIA Group. The first is in relation to the way that risk
is allowed for in the embedded value calculations and the second is in relation to the way that long term economic
assumptions are set. Both approaches are acceptable under the EEV principles. It is important to note that each of
these differences should not be considered in isolation, but together with the other differences as part of the entire
EEV basis, i.e. the risk discount rates should be considered in conjunction with the long term economic assumptions
rather than separately and vice versa.

In setting risk discount rates Prudential Group has based these on risk free rates plus a risk margin. The risk margin
reflects an allowance for non diversifiable risk associated with the emergence of distributable earnings not allowed
for elsewhere in the valuation. Prudential Group has selected a granular approach that reflects differences in market
risks inherent in product groups. The risk discount rate so derived does not reflect a market beta but instead reflects
the expected volatility associated with cash flows in the embedded value model. Since financial options and
guarantees are explicitly valued using stochastic techniques, discount rates under EEV are set excluding the effect of
these product features. The approach to setting risk discount rates for AIA Group is a top down approach using
weighted industry specific equity capital costs. The cost of equity capital is derived using estimated long term risk
free rates, an equity risk premium and industry specific beta for each country where business is sold. No explicit
valuation of options and guarantees is set out and as such the discount rates set for AIA Group include an allowance
for financial options and guarantees. Both approaches are acceptable under the EEV principles.

For Prudential Group at 31 December 2009 — in-force business

China  Hong Kong' India Indonesia Japan Korea

Risk discountrate. . . ......... ... ... .. .. ... ...... 11.75% 57%  14.25% 13.8% 5.1% 8.4%

Malaysia  Philippines  Singapore Taiwan Thailand Vietnam

Risk discountrate . .. ...................... 9.5% 15.75% 6.8% 7.5% 13.0% 16.75%

1 The assumption shown for Hong Kong is for US dollar denominated business which comprises the largest proportion of the in-force Hong
Kong business
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For AIA Group at 30 November 2009 — in-force business

Indonesia
Indonesia (USD (Rupiah
Australia China Hong Kong denominated) denominated) Korea  Malaysia
Risk discountrate . . .. ...... 9.00%  10.00% 8.00% 12.50% 17.00%  10.00% 9.00%

New Zealand Philippines  Singapore & Brunei Taiwan Thailand Vietnam

Risk discountrate . . ............. 9.00% 14.00% 7.50% 8.00% 10.00% 16.00%

In setting economic assumptions an active basis is used for Prudential Group’s Asian operations in Japan, Korea and
for the US dollar denominated business written in Hong Kong. For Asian operations where the long-term fixed
interest markets are less established, economic assumptions are based on an assessment of longer term economic
conditions. For AIA Group long term economic assumptions are based on an active basis but where current returns
differ markedly from long term returns the returns are assumed to grade to the long term returns linearly over the
estimated mean term of the existing fixed income assets. Both approaches are acceptable under the EEV principles.

For Prudential Group at 31 December 2009

China Hong Kong' India Indonesia Japan Korea

Government bond yield . .......... .. ... .. ... .. .. .. 8.25% 39%  9.25% 10.25% 1.9% 5.5%

Malaysia  Philippines  Singapore  Taiwan Thailand Vietnam

Government bond yield. . . . ........ ... ... ..., 6.5% 9.25% 4.25% 5.5% 6.75% 10.25%

1 The assumption shown for Hong Kong is for US dollar denominated business which comprises the largest proportion of the in-force Hong
Kong business

For AIA Group at 30 November 2009

Indonesia Indonesia
(USD (Rupiah
Australia China  Hong Kong d inated)  denominated) Korea  Malaysia
10 year Government bond yield . . . . ... .. 5.75%  3.74% 3.83% 6.92% 11.00%  5.16% 4.46%

New Zealand Philippines  Singapore & Brunei Taiwan Thailand Vietnam

10 year Government bond yield . . . ... 6.30% 7.47% 2.93% 1.73% 4.16% 9.25%

Note that for AIA Group, the assessed long term returns are shown in the table where these differ markedly to current returns.

UNAUDITED PRO FORMA FINANCIAL INFORMATION

Also included in this prospectus is unaudited pro forma financial information. The unaudited pro forma net asset
statement has been prepared to illustrate the effect on the net assets of the Prudential Group as if the proposed
Transactions had taken place on 31 December 2009. The unaudited pro forma income statement has been prepared
to illustrate the effect on the Prudential Group as if the proposed Transactions had taken place on 1 January 2009.
The statement of unaudited pro forma net worth and value-in-force on a European Embedded Value Basis has been
prepared to illustrate the effect on the Prudential Group as if the proposed Transactions had taken place on
31 December 2009. The unaudited pro forma financial information has been prepared for illustrative purposes only
and because of its nature addresses a hypothetical situation and, therefore, does not represent the Enlarged Group’s
actual financial results or financial position following the proposed Transactions.

As a result of the above, the unaudited pro forma financial information presented in this prospectus should not be
relied on as indicative of future results of operations for the Enlarged Group and investors are cautioned against
placing undue reliance on the unaudited pro forma financial information.

ACCOUNTING STANDARDS

Certain of the financial information included in this prospectus has been prepared in accordance with IFRS and may
not be comparable to the financial statements of US companies. US generally accepted accounting principles differ
in certain significant respects from IFRS. The financial information in respect of FY 2007, FY 2008 and FY 2009
have not been reported on in accordance with auditing standards generally accepted in the United States or the
auditing standards of the Public Company Accounting Oversight Board (United States).

ROUNDING AND CURRENCY

For convenience, certain financial data in this prospectus has been subject to rounding and, as a result, the totals of
the data presented herein and therein may vary slightly from the actual arithmetic totals of such data. In this
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prospectus, references to “$”, “US$”, “US dollars”, “¢” or “cents” are to United States dollars and cents, the lawful
currency of the United States, references to “£”, “pounds sterling”, “pounds”, “sterling”, “p” or “pence” are to
pounds sterling and pence, the lawful currency of the United Kingdom, references to “HK$ “HK dollars” and “Hong
Kong dollars” are to Hong Kong dollars, the lawful currency of Hong Kong, references to “SGD” or “S$” are to
Singapore dollars, the lawful currency of Singapore, and references to “€”, “EUR”, “Euro” and “euro” are to the
single currency introduced at the start of the third stage of European Economic and Monetary Union pursuant to the

Treaty establishing the European Communities, as amended by the Treaty on European Union.

In this prospectus, certain amounts denominated in HK dollars or US dollars have been translated into pounds
sterling at the exchange rate stated. Such conversions shall not be construed as representations that amounts in
pounds sterling were or could have been or could be converted into HK dollars or US dollars at such rates or any
other exchange rates on such date or any other date. Prudential publishes its consolidated financial statements in
pounds sterling. The following tables show the period-end, average, high and low noon buying rates in New York
City for cable transfers in foreign currencies as certified by the Federal Reserve Bank of New York (the “Noon
Buying Rate”) for the US dollar, expressed in US dollars per one pound, and the Hong Kong dollar, expressed in
Hong Kong dollars per one pound, for the periods and dates indicated.

US dollar/pound

Month Period end Average High Low
November 2009 . . . . ... . 1.64 1.66 1.68 1.64
December 2009 . . . . ... .. 1.62 1.62 1.66 1.59
January 2010. . . ... 1.60 1.62  1.64 1.59
February 2010 . . . . ... 1.52 1.56  1.60 1.52
March 2010. . . ... 1.52 1.51 1.53 1.49
April 2010. . . .. 1.53 1.53 155 152
May 2010 (through to 14 May 2010) . .......... .. .. 1.46 1.49 152 146

HK dollar/pound
Month Period end Average High Low
November 2009 . . . . ... 12.72 12.86  13.02 12.70
December 2009 . . . ... .. 12.53 1258 1290 12.32
January 2010 . . . .. 12.43 12,55 1271 12.34
February 2010 . .. . ... 11.83 12.13 1240 11.80
March 2010 . . ... 11.79 11.69 11.87 11.55
April 2010. . . .o 11.88 1190 12.02 11.78
May 2010 (through to 14 May 2010) . ............ ..., 11.33 11.59  11.83 11.33

US dollar/pound
Year Period end Average rate High Low
2005 L 1.72 1.82 193 1.71
2000 . . 1.96 1.84 198 1.73
2007 . 1.98 2.00 2.11 1.92
2008 . . 1.46 1.85 203 1.44
2009 . . 1.62 1.57 170 1.37

HK dollar/pound
Year Period end Average rate High Low
2005 .o 13.33 14.16  15.05 13.29
2000 . .o 15.23 1432 1539 13.39
2007 o 15.47 1562 1639 15.03
2008 . . 11.33 1444 1581 11.16
2000 .. 12.54 12.14  13.16  10.59

On 14 May 2010, the noon buying rate was £1.00 = HK$11.33 and £1.00 = US$1.46.

Certain amounts and percentage figures included in this prospectus have been subject to rounding adjustments.
Accordingly, figures shown as totals in certain tables may not be an arithmetic aggregation of the figures preceding
them.
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PART V
INFORMATION ABOUT THE TRANSACTIONS

1. Background and reasons for the Transactions

Prudential believes that the Transactions are a compelling and rare opportunity with strong strategic, operational
and financial rationale that will contribute significantly to the achievement of Prudential’s strategic objective to
focus on its Asian growth. The Transactions are expected to create a leading Asian life insurer and to yield
significant value for Prudential shareholders, its other stakeholders and AIG.

The Transactions will provide the Enlarged Group with a greater presence in Asia and in particular, high growth
South East Asian economies. Life insurance premiums in the Asia Pacific region grew at a compound annual
growth rate of 17.5% from 2003 to 2008, primarily driven by strong regional economic growth, favourable
demographic changes, social welfare reforms, healthcare demand and insurance market reforms.

The Transactions provide the Enlarged Group with the opportunity to:
e create a leading life insurer with Asia at its core and strong operations in the US and the UK;

» establish the leading position in the high growth South East Asian markets of Hong Kong, Singapore, Malaysia,
Thailand, Indonesia, the Philippines and Vietnam, and the leading foreign life insurance business in China and
India;®?

e allow Prudential shareholders to benefit from a compelling Acquisition valuation to yield attractive returns for
its shareholders;

e deliver sustainable revenue and earnings growth;
e achieve significant cost and revenue synergies;

e benefit from improved productivity across distribution channels, enhanced customer insights and broader
product offering; and

e create a platform for further opportunities for growth in Asia.
The key growth opportunities include:

e Products: Significant opportunities to narrow the margin gap between AIA and Prudential by managing the AIA
product mix in line with Prudential’s;

e Agency distribution: Improvements in AIA sales force productivity based upon Prudential’s agency
management capabilities;

* Bancassurance: Increase effectiveness of AIA’s current relationships by leveraging Prudential’s capabilities in
Asia, with banks such as Standard Chartered Bank (“SCB”), ICICI Bank Limited (“ICICI”) and United
Overseas Bank Limited (“UOB”) and

e Customers: Increasing utilisation of customer management and data mining tools applied to the Enlarged Group’s
customers.

The combination of the Prudential Group and the AIA Group is expected to generate significant synergy benefits.
Prudential is seeking to achieve US$800 million pre-tax (US$650 million post tax) of annualised run-rate revenue
synergies (on a value of new business basis) and US$370 million of annualised run-rate pre-tax cost synergies
during 2013. These savings are expected to arise from actions planned to be taken by Prudential including:
increasing AIA agent productivity, managing AIA’s product mix, growing the bancassurance business by
replicating Prudential’s bancassurance skills to AIA’s bancassurance partnerships, increasing utilisation of
customer management and data mining tools; and increasing efficiency and reducing costs across regional offices
and local business units.

(33) Assetoutin Part VI of this prospectus, (a) Prudential is ranked as the leading life insurer in Singapore, Malaysia, Indonesia and Vietnam,
(b) AIA is ranked as the leading life insurer in the Philippines and Thailand, (c) ICICI Prudential is ranked as the leading private life insurer
in India and (d) AIA is ranked as the leading foreign life insurer in China. According to the OCI, the combined market share of Prudential
and AIA is greater than the market share of any other company in the Hong Kong life insurance market.
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2. Acquisition Agreement

Under the Acquisition Agreement, AIA Aurora (a subsidiary of AIG) has agreed to sell, and New Prudential has
agreed to purchase, the entire issued share capital of AIA for consideration with a notional value of US$35.5 billion,
comprising:

@) US$25.0 billion in cash payable at completion of the Acquisition, subject to reduction in an amount equal to
the aggregate nominal value of any subordinated notes for which AIA Aurora subscribes under the
Subordinated Note Commitment Letter;

(i1) anumber of New Prudential Shares having a notional value of £3.613 billion (approximately US$5.5 billion)
to be allotted and issued to AIA Aurora at completion of the Acquisition;

(iii))  US$3.0 billion in aggregate principal amount of mandatory convertible notes due 2013 (convertible into
New Prudential Shares) to be allotted and issued by New Prudential to AIA Aurora at completion of the
Acquisition (the “MCNs”);

(iv)  US$2.0 billion in aggregate principal amount of perpetual tier one notes to be issued by Prudential (the
“Tier 1 Notes™); and

) any subordinated notes for which ATA Aurora subscribes under the Subordinated Note Commitment Letter.

The number of New Prudential Shares to be issued to AIA Aurora is expected to represent approximately 10.9% of
the issued ordinary share capital of New Prudential immediately following completion of the Acquisition (subject to
adjustments for, inter alia, further issues of New Prudential Shares in the period prior to completion of the
Acquisition).

The material conditions to completion of the Acquisition Agreement are:

e the passing of the requisite resolutions by Prudential shareholders at the General Meeting;
e obtaining the requisite regulatory and antitrust approvals;

* there having been no material adverse change in AIA between the date of the Acquisition Agreement and
commencement of the Rights Issue;

e there having been no breach of warranty by AIA Aurora giving rise to a material adverse change;

» there having been no breach by AIG of the covenants relating to the conduct of the business of the AIA Group
which is material in the context of the AIA Group taken as a whole;

e there having been no breach of the warranty by New Prudential giving rise to a material adverse effect on the
ability of it or Prudential to complete the Acquisition;

e the Scheme being approved by Prudential shareholders, sanctioned by the court and becoming effective; and

* admission of the Rights Issue Shares, the New Prudential Shares, the MCNs and the Tier 1 Notes to listing on the
Official List and to trading on the London Stock Exchange.

The parties to the Acquisition Agreement have agreed to use their best endeavours to co-operate to satisfy the
conditions (which may include Prudential agreeing to divest AIA Group or Prudential Group assets or businesses)
and, in particular, Prudential has agreed that the Board will recommend that shareholders vote in favour of the
requisite resolutions at the General Meeting (the “Board Recommendation™), subject always to the Directors’
fiduciary duties.

In the event that completion of the Acquisition has not occurred and the Acquisition Agreement has not been
terminated by 31 August 2010, New Prudential has agreed to pay to AIA Aurora an additional amount of
consideration equal to 5/1200ths of the cash consideration outstanding per month from 1 September 2010 to the
completion date.

The material termination provisions under the Acquisition Agreement allow termination:
* by AIG or AIA Aurora in the event that the Directors adversely withdraw, modify or qualify the Board
Recommendation;

e by any party in the event that Prudential shareholders have not passed the requisite resolutions by 1 August
2010;

* Dby any party in the event that completion does not occur by 1 March 2011 (the “Long Stop Date”), subject to
options for either party to extend in limited circumstances;

* by New Prudential in the event of a breach of warranty by AIA Aurora giving rise to a material adverse change,
subject to cure;
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* by New Prudential in the event of a material adverse change in AIA between the date of the Acquisition
Agreement and commencement of the Rights Issue;

* by New Prudential in the event of a breach of covenant relating to the conduct of the business of the AIA Group
prior to completion which is material in the context of the AIA Group taken as a whole, subject to cure; and

e by AIA Aurora or AIG in the event of a breach of warranty by New Prudential giving rise to a material adverse
effect on the ability of it or Prudential to complete the Transactions subject to cure.

Prudential has agreed to pay to AIA Aurora a termination fee of £153 million (inclusive of any VAT due in respect
thereof) if the Acquisition Agreement is terminated as a result of: (i) the requisite regulatory or antitrust approvals
not having been obtained by the Long Stop Date; (ii) the Rights Issue not having been completed by the Long Stop
Date; (iii) Prudential shareholders not having passed the requisite resolutions by 1 August 2010; (iv) the Board
Recommendation having been adversely withdrawn, modified or qualified; or (v) if the Acquisition Agreement is
terminated on or after the Long Stop Date and at the time of termination AIA Aurora would have had the right to
terminate as described in (iii) and (iv) above (in each case, other than as a result of breach of warranty or covenant
which was sufficiently serious to permit New Prudential to terminate the agreement).

The Acquisition Agreement also contains an undertaking by AIG to use best endeavours to ensure that the business
of the AIA Group is run in the ordinary course up to completion and that specified actions are not taken without the
consent of New Prudential.

New Prudential’s liability to AIG and AIA Aurora for breach of warranty terminates at completion of the
Acquisition, with the exception of warranties relating to capacity, title and the New Prudential Shares and other
securities to be issued on completion. AIG and AIA Aurora’s liability to New Prudential for breach of warranty
terminates at completion, with the exception of the warranties relating to capacity and title and certain other matters
related to the adequacy of the draft prospectus of AIA prepared in contemplation of the initial public offering of the
AIA Group. AIA Aurora’s liability under the prospectus warranty is capped at US$7.5 billion and subject to a
limitation period of 12 months.

AIA Aurora is subject to a lock-up:

e in respect of New Prudential Shares, 50% is eligible for sale after 12 months under orderly market conditions,
which involves the sale taking place in consultation with New Prudential, and the other 50% eligible for sale
after 24 months; and

e in respect of the MCNs, for a period of 24 months from the date of completion of the Acquisition,

in each case subject to customary exceptions. These exceptions include the ability for AIA Aurora to pledge New
Prudential Shares or MCNs to a financing counterparty providing the financing counterparty accepts a lock-up
obligation on the same terms as described above, subject to exceptions for unrelated ordinary course market
activities and in circumstances where the financing counterparty is entitled to enforce its security (in which case any
sale of the pledged New Prudential Shares or MCNs by the financing counterparty will be undertaken in
consultation with New Prudential’s nominated brokers).

Prudential and New Prudential are prohibited, from the date of the Acquisition Agreement until the date on which
Prudential shareholders pass the requisite resolutions, from:

* entering into discussions regarding any transaction which would require the approval of Prudential shareholders
if to do so would result in the Board Recommendation being adversely withdrawn, modified or qualified or
assisting any person with, or providing information to any person for the purposes aforementioned; and

e soliciting, encouraging or assisting any person to acquire securities in Prudential such that an offer would have
to be made for Prudential or New Prudential according to the City Code on Takeovers and Mergers, or assisting

any person with, or providing information to any person for the purposes of, the aforementioned.

The Acquisition Agreement contains a prohibition on AIA Aurora soliciting the senior employees of the AIA Group
for a period of 18 months from completion of the Transactions, other than by way of general advertisement.

New Prudential’s obligations under the Acquisition Agreement are guaranteed by Prudential.
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3. Consideration for the Acquisition

The Acquisition is to be financed through US$25.0 billion in cash (subject to reduction in an amount equal to the
aggregate nominal value of any subordinated notes for which AIA Aurora subscribes under the Subordinated Note
Commitment Letter) and through US$10.5 billion in New Prudential Shares and other securities, which will be
increased by an amount equal to the aggregate nominal amount of any subordinated notes for which AIA Aurora
subscribes under the Subordinated Note Commitment Letter. The cash component of the consideration will be
financed through:

e Underwritten Rights Issue — Credit Suisse, HSBC and J.P. Morgan Cazenove as Joint Global Co-ordinators and
Joint Bookrunners have undertaken to Prudential to underwrite the Rights Issue to raise an amount in sterling
which is equivalent to US$20.0 billion (net of costs, fees and expenses).

e Underwritten debt commitment — Prudential intends to raise an amount equivalent to approximately US$5.3 billion
(net of costs, fees and expenses which are expected to be up to US$200 million) (US$5.5 billion gross) by way of one
or more offerings of subordinated debt securities to institutional investors (the “Bond Offerings”). In connection with
the Bond Offerings, Prudential has entered into an agreement pursuant to which the Joint Lead Arrangers will
provide a committed US$5.4 billion hybrid capital facility (the “Hybrid Capital Facility””) and will, at the request of
Prudential, subscribe for Lower Tier 2 capital notes and/or Upper Tier 2 capital notes and/or provide Lower Tier 2
capital loans and/or Upper Tier 2 capital loans in aggregate principal value of up to US$5.4 billion to be issued by or
advanced to Prudential. The Joint Lead Arrangers will subscribe for the Lower Tier 2 capital notes and Upper Tier 2
capital notes and/or provide Lower Tier 2 capital loans and/or Upper Tier 2 capital loans in the event that Prudential
does not issue Lower Tier 2 capital and Upper Tier 2 capital notes in aggregate principal value of up to US$5.4 billion
pursuant to the Bond Offerings. Prudential intends to raise the balance of US$100 million through its ordinary course
capital markets debt issuance programmes. Prudential, AIG and AIA Aurora have also entered into an agreement
(the “Subordinated Note Commitment Letter”’) under which, to the extent that the Joint Lead Arrangers are unable to
procure subscriptions in full for the Bond Offerings for an aggregate amount equal to US$5.4 billion by the date on
which the last of certain conditions in the Acquisition Agreement have been satisfied or waived, AIA Aurora has
agreed to subscribe for subordinated debt securities on completion of the Acquisition in an aggregate amount equal to
the lesser of: (i) US$1.875 billion; and (ii) the amount required to make the aggregate amount of subordinated debt
securities subscribed for under the Bond Offerings and pursuant to the Subordinated Note Commitment Letter equal
to US$5.4 billion. The effectiveness of the Subordinated Note Commitment Letter is conditional on the consent of
the Joint Lead Arrangers being obtained; at the date of this prospectus such consent has not been obtained. Although
Prudential intends to proceed with the Bond Offerings, and the Joint Lead Arrangers have committed to provide the
same amount pursuant to the Hybrid Capital Facility, as described above, Credit Suisse, HSBC and J.P. Morgan plc
and JPMorgan Chase Bank, N.A. remain committed to Prudential to provide the debt commitment in the form of a
senior, unsubordinated US$5.4 billion bridge facility. Prudential will not make any drawings under the bridge facility
unless circumstances change such that it can do so and remain in compliance with its regulatory capital requirement,
which is considered to be unlikely. The net proceeds of any notes issued pursuant to the Bond Offerings or any
drawdown under the Hybrid Capital Facility or subscription under the Subordinated Note Commitment Letter will
reduce the amount available for drawing under the US$5.4 billion bridge facility commensurately.

AIA Aurora will receive up to US$5 billion in cash consideration from the Bond Offerings at completion of the
Acquisition. To the extent Prudential raises a net amount in excess of US$5 billion from the Bond Offerings and/or
the Hybrid Capital Facility and/or subscription under the Subordinated Note Commitment Letter, such excess will
be applied by Prudential to meet, inter alia, costs, fees and expenses and other group liabilities.

If the Prudential Shares were listed on the Hong Kong Stock Exchange, the applicable percentage ratios for the
Acquisition would have exceeded 100% and the Acquisition would have constituted a very substantial acquisition.

The consideration represents a multiple of 1.62x AIA’s Embedded Value as at 30 November 2009 and 22.2x AIA’s
30 November 2009 new business profit. However, Prudential believes the new business profit of the AIA Group in
2009 was significantly impaired due to the AIG Events, and the global economic crisis and not reflective of the
potential of the business. Prudential is seeking to achieve US$370 million of annualised cost savings during 2013. In
addition, the combination provides an opportunity to achieve revenue synergies through enhanced agency
productivity, increasing effectiveness of bancassurance relationships, and increasing utilisation of customer
management and data mining tools.

Prudential has entered into foreign exchange hedging arrangements in respect of its requirement to convert the
pounds sterling proceeds of the Rights Issue into US dollars, which is the currency in which New Prudential must
pay the cash element of the consideration. Prudential has budgeted £500 million for hedging costs. The actual
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impact of these hedging arrangements on the acquisition price and income statement will depend on the evolution of
the sterling/dollar exchange rate through to completion of the Acquisition.

Details of the terms and conditions of the Rights Issue can be found at Part IX of this prospectus.
The US$10.5 billion in New Prudential Shares and other securities will include:

e Equity consideration — AIA Aurora will receive equity consideration having a notional value of £3.613 billion
(expected to represent, subject to adjustments for, inter alia, further issues of Prudential Shares or New
Prudential Shares in the period prior to completion of the Acquisition, approximately 10.9% of the issued
ordinary share capital of New Prudential immediately following completion of the Acquisition, and being
2,023,836,505 shares if calculated as at 14 May 2010, being the latest practicable date prior to publication of this
prospectus). The equity consideration will be subject to a lock-up, with 50% eligible for sale after 12 months
under orderly market conditions, which involves the sale taking place in consultation with New Prudential, and
the other 50% eligible for sale after 24 months.

e MCNs — AIA Aurora will receive US$3 billion in aggregate principal amount of MCNs to be issued by New
Prudential to AIA Aurora on the date of completion of the Acquisition. The MCNs will automatically convert
into New Prudential Shares on the third anniversary of the date of completion of the Acquisition (the
“Mandatory Conversion Date”). The MCNs may also be converted into New Prudential Shares prior to the
Mandatory Conversion Date at the option of the holders or at the option of New Prudential. The number of New
Prudential Shares that each MCN converts into on conversion will be determined by the volume weighted
average share price of the New Prudential Shares (converted into US dollars at the spot rate published by
Bloomberg at 11:00 a.m. on the relevant trading day) on each of the 20 consecutive trading days ending on the
third trading day prior to conversion as against a reference share price calculated on the basis of the share price
of Prudential’s ordinary shares as at close of trading on 26 February 2010. The MCNs pay a semi-annual fixed
coupon of 3.75% per annum and entitle holders to participate in any dividend declared or distribution made to
shareholders by New Prudential above pre-determined levels. The MCNs have no fixed maturity date and will
be eligible to count towards the New Prudential Group’s tier one capital resources. The MCNs will be subject to
a lock-up limiting the sale of them by AIA Aurora for 24 months from the date of completion of the Acquisition.

e Tier 1 Notes — AIA Aurora will receive US$2 billion in aggregate principal amount of Tier 1 Notes to be issued
by Prudential. The Tier 1 Notes will pay a quarterly fixed coupon of 6.25% per annum until the date falling
exactly ten years and one day after the date of completion of the Acquisition (the “First Call Date”). From and
including the First Call Date, the Tier 1 Notes will pay a floating rate coupon equal to 3-month LIBOR plus
3.566%. The Tier 1 Notes will be perpetual and redeemable prior to the First Call Date only in very limited
circumstances. Prudential may elect to defer payments of interest and any deferred interest may only be paid
through an alternative coupon satisfaction mechanism. The Tier 1 Notes will be eligible to count towards the
Enlarged Group’s tier one capital resources.

MCNs

The MCNs will be issued by New Prudential in the form of registered securities having a denomination of
US$100,000 each. The MCNs automatically convert into New Prudential Shares on the Mandatory Conversion
Date, unless previously purchased, cancelled or converted into New Prudential Shares. The MCNs are not
redeemable at any time.

New Prudential will apply for the MCNss to be admitted to the Official List and to trading on the regulated market of
the London Stock Exchange. New Prudential will apply for the New Prudential Shares, on the date of completion of
the Acquisition, to be admitted to the Official List and to trading on the regulated market of the London Stock
Exchange.

Mandatory Conversion

The MCNs will automatically convert into the New Prudential Shares on the Mandatory Conversion Date. The
number of New Prudential Shares per MCN deliverable on conversion will be equal to the arithmetic average of the
20 conversion ratios determined on the basis of the volume weighted average share price of the New Prudential
Shares on the London Stock Exchange (converted into US dollars at the spot rate published by Bloomberg at
11.00 a.m. on the relevant trading day) (each a “Share Price”) on each of the 20 consecutive trading days ending on
the third trading day prior to the Mandatory Conversion Date (such arithmetic average, the “Mandatory Conversion
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Ratio”). For the purposes of calculating the Mandatory Conversion Ratio, the conversion ratio for a given trading
day will be determined as follows:

e if the Share Price is less than or equal to the Minimum Conversion Price (as defined below), the conversion ratio
will be equal to the Maximum Conversion Ratio as at completion of the Acquisition, of the number of New
Prudential Shares per MCN determined by dividing US$100,000 by the Minimum Conversion Price (the
“Maximum Conversion Ratio”);

e if the Share Price is equal to or greater than the Maximum Conversion Price (as defined below), the conversion
ratio will be equal to the Minimum Conversion Ratio as at completion of the Acquisition, of the number of New
Prudential Shares per MCN determined by dividing US$100,000 by the Maximum Conversion Price (the
“Minimum Conversion Ratio”); and

» if the Share Price is greater than the Minimum Conversion Price but less than the Maximum Conversion Price,
the conversion ratio will be determined by dividing US$100,000 by the Share Price.

The Maximum Conversion Ratio and the Minimum Conversion Ratio are subject to anti dilution adjustments. The
Minimum Conversion Price will be equal to 100% of the reference share price and the Maximum Conversion Price
will be equal to 125% of the reference share price. The reference share price will be determined on or immediately
prior to the completion date of the Acquisition as being £3.613 billion, converted into US dollars at the agreed spot
rate of US$1.5224 / £1 and divided by the number of New Prudential Shares to be allotted, issued and credited as
fully paid to AIG on the completion date of the Acquisition.

Optional Conversion

The MCNs permit the holders to elect to convert each MCN into New Prudential Shares on any date falling 41 days
after the issue of the MCNs and before the 26th trading day before the Mandatory Conversion Date at the applicable
Minimum Conversion Ratio for the MCNs converted and, following a change of control of New Prudential, at the
Maximum Conversion Ratio for each MCN converted. In the event that a holder elects to convert the MCNs into
New Prudential Shares following a change of control of New Prudential, each holder will receive an additional
number of New Prudential Shares in respect of the aggregate amount of all unpaid fixed coupon amounts up to and
including the Mandatory Conversion Date.

New Prudential may also elect to convert the MCNs into New Prudential Shares at the applicable Maximum
Conversion Ratio for each MCN converted and, on such conversion at New Prudential’s election, each holder will
receive an additional number of New Prudential Shares in respect of the aggregate amount of all unpaid fixed
coupon amounts up to and including the Mandatory Conversion Date.

Fixed coupon amounts

The MCNs will pay a fixed coupon amount of 3.75% per annum, payable semi-annually in arrear on 23 September
and 23 March of each year. New Prudential’s obligation in respect of the payment of fixed coupon amounts will rank
pari passu with its other obligations which constitute (or would constitute but for any applicable limit on the amount
of such capital) as tier one capital and the most senior class of issued preference shares and senior only to its issued
ordinary share capital.

Distributions

Each MCN entitles its holder to receive an amount in US dollars equal to the amount by which any extraordinary
dividend declared or distribution made by New Prudential to its shareholders exceeds certain pre-determined
amounts set out in the table below. Any distribution will be payable in cash. The amount of any distribution per
MCN will be equal to the product of (1) the number of New Prudential Shares that each MCN would have converted
into if it had been converted at the Maximum Conversion Ratio prevailing as at the date of the declaration of such
dividend or making of such distribution and (2) the amount per New Prudential Share by which the relevant cash
distribution exceeds the applicable amount set out in the table below:

During the year ended: Amount

31 December 2010 £0.0900 per New Prudential Share

31 December 2011 £0.0950 per New Prudential Share

31 December 2012 £0.1000 per New Prudential Share

31 December 2013 £0.0300 per New Prudential Share but only in respect of dividends declared

or distributions made prior to the Mandatory Conversion Date
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Any distribution will be payable within five business days following the date on which the dividend or distribution
giving rise to the payment of the distribution is paid.

The right of holders of the MCNss in respect of the payment of any distribution under or arising from the MCNs,
principal and any amount payable (including, without limitation, any liquidated damages payable by New
Prudential) as a result of or arising from New Prudential’s failure or inability to deliver New Prudential Shares
on conversion will rank pari passu with the holders of New Prudential Shares.

Non-payment of fixed coupon amounts and any distributions

All payments under the MCNss are subject to New Prudential satisfying a solvency condition both at the time of, and
immediately after, the relevant payment. New Prudential will satisfy the solvency condition if it is able to pay its
debts to senior creditors and subordinated creditors (other than subordinated creditors ranking pari passu with or
junior to the fixed coupon amounts payable under the MCNs) as they fall due and its total assets exceed its total
liabilities by at least 4% or such other figure as specified by the FSA.

Any fixed coupon amount not paid by New Prudential because New Prudential fails to satisfy the solvency
condition described above both at the time of, and immediately after, the relevant payment date shall constitute
deferred fixed coupon amount. New Prudential may also elect to defer any fixed coupon amount if New Prudential
determines (acting in good faith and by reference to the then current financial condition of New Prudential and at its
sole discretion) that, on or after the 20th business day but not later than the 5th business day prior to such payment
date, it fails to comply with certain capital adequacy and regulatory conditions applicable to it or it is required under
the terms of any security ranking pari passu or junior to the obligation not to pay the relevant fixed coupon amount
and such fixed coupon amount shall also constitute deferred fixed coupon amount. New Prudential may only satisfy
its obligation to settle any deferred fixed coupon amount in New Prudential Shares by making an adjustment to the
Maximum Conversion Price and Minimum Conversion Price in accordance with the Conversion Adjustment
Mechanism (as defined below).

In the event that New Prudential does not make payment in cash in full of a fixed coupon amount or any distribution,
such fixed coupon amount or distribution will be settled in New Prudential Shares through an adjustment to the
Maximum Conversion Price and the Minimum Conversion Price (the “Conversion Adjustment Mechanism”).

Conversion Adjustment Mechanism

An adjustment made in accordance with the Conversion Adjustment Mechanism will satisfy New Prudential’s
obligation to pay any fixed coupon amount or distribution not paid in full in cash. Any adjustment will be effective,
in the event of non-payment due to New Prudential’s failure to satisfy the solvency condition, from the date on
which the relevant fixed coupon amount or distribution was not paid in full in cash or, in the event of non-payment
for any other reason, from the earliest of the first trading day on which the circumstances giving rise to the relevant
non-payment cease to exist, the date on which the issuer elects to convert the MCNs or the Mandatory Conversion
Date.

In the event of the conversion of the MCNS prior to the first trading day on which the circumstances giving rise to the
relevant non-payment cease to exist, a holder of the MCNs will be entitled to the number of additional New
Prudential Shares which the holder of the relevant MCNs would have been entitled to if the relevant adjustment had
become effective before the conversion. New Prudential will issue such additional New Prudential Shares, in the
event of a conversion of the MCNss at the election of New Prudential or on the Mandatory Conversion Date, on the
earliest of the date on which New Prudential elects to convert the MCNs, the Mandatory Conversion Date or
5 trading days after the circumstances giving rise to the relevant non-payment cease to exist or, in the event of a
conversion of the MCNs at the election of the holder, 5 trading days after the circumstances giving rise to the
relevant non-payment cease to exist.

Other provisions

The MCNs contain a dividend and capital restriction which prohibits (1) the declaration or payment of a dividend or
distribution or the making of any other payments on any securities ranking pari passu or junior to the fixed coupon
amounts payable under the MCNs or (2) the redemption, purchase or acquisition of such securities if New
Prudential fails to pay all coupon payments in full due to it failing to satisfy the solvency condition (as described
above) or being in compliance with its regulatory capital requirements or it is prohibited from doing so by any other
security ranking pari passu with fixed coupon amounts payable under the MCNs.

Events of default are limited to non-payment of amounts due and the winding-up of New Prudential. Following the
occurrence of an event of default, a holder may elect to exercise its right to convert the MCNs and, on exercise of
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such right, the number of New Prudential Shares to be delivered will be equal to the Maximum Conversion Ratio per
MCN. Upon a liquidation or winding-up of New Prudential, the claims of holders to receive Ordinary Shares will
convert into a claim of the holders to participate in the liquidation proceeds of New Prudential with a claim per
MCN equal to the number of New Prudential Shares as if the MCNs had been converted immediately before the
order is made or effective resolution is passed at the Maximum Conversion Ratio.

All payments in respect of the MCNs will be made without withholding or deduction for taxes of any kind, unless
such withholding or deduction is required by law. In such event, New Prudential will pay additional amounts in
respect thereof.

The terms and conditions of the MCNs will be governed by English law.

Tier 1 Notes

The Tier 1 Notes will be issued by Prudential and will be issued in the form of registered notes having a
denomination of US$100,000 each (and integral multiples of US$1,000 in excess thereof). The Tier 1 Notes are
perpetual and Prudential is under no obligation to redeem them in cash at any time.

Prudential will apply to have the Tier 1 Notes admitted to the Official List and to trading on the regulated market of
the London Stock Exchange.

Subordination

In the event of the winding-up of Prudential, the Tier 1 Notes will be subordinated to the claims of all Senior
Creditors, rank pari passu with all other obligations of Prudential which constitute (or would constitute but for any
applicable limitation on the amount of such capital) Tier 1 capital and with the most senior class of preference
shares issued by Prudential and rank senior to the issued ordinary shares of Prudential.

For this purpose, “Senior Creditors” means (i) any unsubordinated creditor of Prudential; (ii) any creditor of
Prudential in respect of liabilities that rank (or are expressed to rank) subordinate to claims of other creditors of
Prudential (other than those whose claims constitute or would constitute but for any limit on the amount of such
capital Tier 1 capital or are expressed to rank pari passu or junior to claims of such creditors); (iii) any creditor of
Prudential whose claims are in respect of Prudential’s outstanding debt securities which constitute Tier 2 capital (or
such other securities outstanding which rank pari passu with or senior to such Tier 2 capital); and (iv) all other
creditors of Prudential other those than those that rank or are expressed to rank equally with or junior to the Tier 1
Notes.

Solvency condition

All payments under the Tier 1 Notes will be subject to Prudential satisfying a solvency condition both at the time of,
and immediately after, the relevant payment.

Prudential will satisfy the solvency condition if it is able to pay its debts to Senior Creditors (as defined above) as
they fall due and its total assets (determined on a non-consolidated gross assets basis) exceed its total liabilities
(determined on a non-consolidated gross liabilities basis and excluding liabilities to creditors that are not Senior
Creditors) by at least 4% or such other percentage as specified by the FSA.

Interest

From the completion date of the Acquisition to the date falling exactly ten years and one day after the completion
date (the “First Call Date”), the Tier 1 Notes will pay a fixed rate of interest of 6.25% per annum, payable quarterly
in arrear on 23 March, 23 June, 23 September and 23 December. From and including the First Call Date, the interest
rate will be reset to such rate that is equal to 3-month LIBOR plus 3.566%.

Prudential may elect not to pay interest on any interest payment date if Prudential determines (by reference to the
then current financial condition of Prudential and at its sole discretion) that, on or after the 20th business day but not
later than the Sth business day prior to such payment date, certain capital adequacy and regulatory conditions
applicable to it or it is required under any securities ranking pari passu to the Tier 1 Notes not to pay the relevant
interest payment. Interest not paid will constitute deferred interest (“Deferred Interest”).

Deferred Interest and, at the option of Prudential, interest that has not been deferred (“‘Current Interest””) may only
be satisfied in accordance with an alternative coupon satisfaction mechanism (the “ACSM”). The ACSM requires
Prudential to issue ordinary shares, the proceeds of which will be used to satisfy payments of Deferred Interest or
Current Interest.
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Redemption
The Tier 1 Notes are perpetual securities and have no fixed maturity.

Prudential will only be able to redeem the Tier 1 Notes prior to the First Call Date in certain limited circumstances
relating to their regulatory treatment or tax events. Prudential may, on any interest payment date falling on or after
the First Call Date, redeem the Tier 1 Notes at their outstanding aggregate principal amount plus any accrued but
unpaid interest and any deferred interest. Any redemption is subject to Prudential being in compliance with its
capital requirements, satisfying the solvency conditions (as described above) and giving the FSA prior notice and
receiving no objection from the FSA to such redemption and, in the case of any redemption prior to the First Call
Date, obtaining the FSA’s consent to such redemption in the form of a waiver or otherwise.

In certain limited circumstances relating to the tax treatment of the Tier 1 Notes, Prudential will have the option,
following giving the FSA prior notice and receiving no objection from the FSA, to convert the Tier 1 Notes into
another series of listed, undated cumulative subordinated notes having the same material terms as the Tier 1 Notes.
If, following the giving of prior notice to the FSA, the FSA objects to such conversion, Prudential may redeem the
Tier 1 Notes.

If the Tier 1 Notes cease to qualify for the Enlarged Group’s regulatory capital purposes, Prudential may redeem
them at any time. Should such redemption occur prior to the First Call Amount in these circumstances, the Tier 1
Notes may be redeemed at a make-whole redemption amount. Such make-whole redemption amount will be equal
to the then present value of the principal amount of the Tier 1 Notes outstanding and the present value of each
remaining scheduled quarterly interest payment to be due in full to and including the First Call Date discounted on a
quarterly basis at a rate equal to the yield on a comparable maturity US treasury gilt plus 5.383%.

Other provisions

All payments in respect of the Tier 1 Notes will be made without withholding or deduction for taxes of any kind,
unless such withholding or deduction is required by law. In such event, New Prudential will pay additional amounts
in respect thereof.

The terms and conditions of the Tier 1 Notes will be governed by English law.

Debt Financing

Prudential has appointed each of Credit Suisse Securities (Europe) Limited and its affiliates, HSBC and its affiliates
and J.P. Morgan Securities Ltd. and its affiliates to act as exclusive joint lead managers and joint bookrunners (‘“Joint
Lead Arrangers”) in connection with the raising of approximately US$5.3 billion (net of costs, fees and expenses)
(US$5.5 billion gross) of subordinated debt securities by way of one or more Bond Offerings.

The Joint Lead Arrangers will assist Prudential with the Bond Offerings. The debt securities are expected to be sold
in transactions not involving a public offering of securities. The proceeds of the Bond Offerings will be applied as
part of the consideration for the Acquisition.

In connection with the Bond Offerings, Prudential has entered into a committed US$5.4 billion Hybrid Capital
Facility pursuant to which the Joint Lead Arrangers have committed to subscribe for up to US$2.4 billion Lower
Tier 2 notes and/or up to US$3 billion Upper Tier 2 notes and/or provide up to US$2.4 billion Lower Tier 2 capital
loans and/or up to US$3 billion Upper Tier 2 capital loans. The facility will be available for drawing until the earlier
of completion of the Acquisition or 1 March 2011. Drawings will be used towards the purchase of AIA. Notes issued
under the Hybrid Capital Facility will be listed and it is expected that they will be issued pursuant to Prudential’s
MTN Programme. The obligations of the Joint Lead Arrangers to subscribe for notes will be subject to customary
conditions precedent (save that market and issuer adverse change conditions are excluded) for the issue of notes
under Prudential’s MTN Programme. The commitments under the Hybrid Capital Facility in respect of the Lower
Tier 2 notes and loans will be mandatorily cancelled by an amount equal to the net proceeds of any notes and loans
issued pursuant to the Bond Offerings which qualify on issue as Lower Tier 2 capital and the commitments under the
Hybrid Capital Facility in respect of the Upper Tier 2 notes and loans will be mandatorily cancelled by an amount
equal to the net proceeds of any notes and loans issued pursuant to the Bond Offerings which qualify on issue as
Upper Tier 2 or Tier 1 capital.

Prudential, AIG and AIA Aurora have also entered into the Subordinated Note Commitment Letter, under which, to
the extent that the Joint Lead Arrangers are unable to procure subscriptions in full for the Bond Offerings for an
aggregate amount equal to US$5.4 billion by the date on which certain conditions in the Acquisition Agreement
have been satisfied or waived (the “Determination Date”), AIA Aurora has agreed to subscribe for Lower Tier 2
capital notes and/or Upper Tier 2 capital notes on completion of the Acquisition in an aggregate amount equal to the
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lesser of: (i) US$1.875 billion; and (ii) the amount required to make the aggregate amount of the Lower Tier 2
capital notes and/or Upper Tier 2 capital notes subscribed for by investors under the Bond Offerings and pursuant to
the Subordinated Note Commitment Letter equal to US$5.4 billion. The effectiveness of the Subordinated Note
Commitment Letter is conditional on the consent of the Joint Lead Arrangers being obtained.

If and to the extent that the aggregate of the amount of the Lower Tier 2 capital notes and/or Upper Tier 2 capital
notes to be subscribed by AIA Aurora pursuant to the Subordinated Note Commitment Letter and the amount of
Lower Tier 2 capital notes and Upper Tier 2 capital notes subscribed for by investors under the Bond Offerings is
less than US$5.4 billion, calculated as at the Determination Date, AIA Aurora will have the option to subscribe for
additional subordinated debt securities, such subordinated debt securities to be on the terms set forth in the
Subordinated Note Commitment Letter.

Lower Tier 2 capital notes and/or Upper Tier 2 capital notes subscribed for by AIA Aurora under the Subordinated
Note Commitment Letter will be listed and such Lower Tier 2 capital notes and/or Upper Tier 2 capital notes will be
issued pursuant to Prudential’s MTN Programme. The obligations of AIA Aurora to subscribe for subordinated debt
securities will be subject to customary conditions precedent (save that market and issuer adverse change conditions
are excluded) for the issue of subordinated debt securities under Prudential’s MTN Programme.

AIA Aurora is subject to a lock-up in respect of the Lower Tier 2 capital notes and/or Upper Tier 2 capital notes
subscribed for under the Subordinated Note Commitment Letter for a period of 12 months from the date of issue of
such notes, subject to customary exceptions.

If and to the extent that AIA Aurora is required to subscribe for Lower Tier 2 capital notes and/or Upper Tier 2
capital notes under the Subordinated Note Commitment Letter, such notes shall be subscribed for on completion of
the Acquisition, shall form part of the consideration for the Acquisition and the cash consideration which would
otherwise be payable on completion of the Acquisition will be reduced by the aggregate nominal value of such
notes.

Prudential intends to raise an amount equal to approximately US$5.3 billion (net of costs, fees and expenses which
are expected to be up to US$200 million) (US$5.5 billion gross) pursuant to the Bond Offerings, of which up to
US$5.4 billion may be drawn under the Hybrid Capital Facility or by way of subscription under the Subordinated
Note Commitment Letter, in order to ensure that it has sufficient regulatory capital. Prudential intends to raise the
balance of US$100 million through its ordinary course capital markets debt issuance programs. In addition,
Prudential has entered into a committed bridge facility dated 1 March 2010 between, infer alia, Prudential (in its
capacity as borrower), Credit Suisse AG, London Branch, HSBC and J.P. Morgan plc (in their capacity as mandated
lead arrangers), Credit Suisse, HSBC and JPMorgan Chase Bank, N.A. (in their capacity as original lenders) and
HSBC (in its capacity as agent) (the “Bridge Facility”’). Prudential will not make any drawings under the Bridge
Facility unless circumstances change such that it can do so and remain in compliance with its regulatory capital
requirement, which is considered to be unlikely.

Pursuant to the Bridge Facility, the lenders have agreed to provide a US$5.4 billion senior unsecured facility for the
purposes of the Acquisition. The lenders are obliged to provide funds, up to the total committed amount, provided
that there are no non-payment events of default, insolvency or insolvency proceedings and provided that Prudential
has not breached certain undertakings relating to, infer alia, disposals, and Class 1 or Class 2 acquisitions and the
negative pledge. In addition, Prudential may not amend, vary, novate, supplement, supersede, waive or terminate
any term of the Acquisition Agreement or enter into any agreement with AIG in a way which materially or adversely
affects the interests of the lenders. The certain funds period under the Bridge Facility runs from 1 March 2010 to the
earlier of (a) 1 March 2011; (b) the date the Acquisition Agreement is terminated; and (c) the completion date of the
Acquisition. During this time, Prudential will be able to draw up to US$5.4 billion of funds under the Bridge Facility
to fund a portion of the Acquisition consideration, save that the amount available for drawing will be reduced by the
net proceeds of any notes issued pursuant to the Bond Offerings and under the Subordinated Debt Commitment
Letter and any drawings under the Hybrid Capital Facility. Once drawn, Prudential has an option to extend the
maturity of the Bridge Facility to 1 March 2012. The termination and default provisions of the Bridge Facility are on
normal commercial terms.

The annual post-tax financing costs of the borrowings described in this section 3 of Part V of this prospectus is
estimated to be approximately £300 million (assuming this financing comprises (i) the issue of US$3 billion of
MCNs and US$2 billion of Tier 1 Notes to AIA Aurora; and (ii) US$5.5 billion (gross) of external debt financing
which is intended to be raised under the Bond Offerings, comprising of US$5.5 billion (gross) of upper and lower
Tier 2 notes, the cost of which is estimated at market rates prevailing at the date of this prospectus). Only a portion of
the principal amount of the MCNs will be classified in the balance sheet as a liability with the residual being treated
as a component of equity (see note 7 to the pro forma net asset statement in section A of Part XVI (Unaudited Pro
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Forma Financial Information)). Due to this accounting treatment, the £75 million coupon relating to the MCNs
would not be included in the IFRS income statement as an expense and it is not included in the £300 million above.
The MCN liability referred to above includes the present value of the future coupon payments and the unwind of the
discount for the first year is an interest expense estimated at £4 million. The annual pre-tax financing cost of
drawing the whole of the £1 billion available under the Subordinated Debt Financing Facility (which is not expected
to be drawn) is estimated to be £110 million (based on the prevailing market rates at the date of this prospectus).

4. Principal terms of the Rights Issue

The substantial part of the cash financing for the Acquisition will be the net proceeds of the Rights Issue. The Rights
Issue will be made on the basis of:

11 Rights Issue Shares at 104 pence each for every 2 Existing Shares
held by Qualifying Shareholders on the Record Date.

The Rights Issue is expected to raise proceeds of approximately £13,843 million, net of Rights Issue and
Transaction-related expenses. The Issue Price for UK Shareholders of 104 pence per Rights Issue Share represents
a discount of approximately 80.8% to the Closing Price of 542.5 pence per Prudential Share on 14 May 2010, being
the last business day before the announcement of the terms of the Rights Issue and a 39.3% discount to the
theoretical ex-rights price based on that Closing Price. The Issue Price per Rights Issue Share for HK Shareholders
and Singapore Shareholders is HK$11.78, which was calculated using the £/HK$ exchange rate of 11.3277, the
noon buying rate on 14 May 2010 (being the last business day prior to the announcement of the terms of the Rights
Issue).

The Rights Issue is fully underwritten and the terms of the Underwriting Agreement are summarised in
paragraph 16.2 of Part XIX (Additional Information).

Holdings of Existing Shares in certificated and uncertificated form will be treated as separate holdings for the purpose of
calculating entitlements under the Rights Issue, as will holdings under different designations, in different accounts and on
different registers. Entitlements to Rights Issue Shares will be rounded down to the nearest whole number and resulting
fractions of Rights Issue Shares will not be allotted to any Qualifying Shareholders, but will instead be aggregated
ultimately for the benefit of Prudential and treated in the same way as Rights Issue Shares not taken up.

The Rights Issue Shares will, when issued and fully paid, rank pari passu with the Existing Shares, including the
rights to receive all dividends or distributions declared with a record date falling after the date of issue of the Rights
Issue Shares. Accordingly, the final 2009 dividend will not be paid in respect of any Rights Issue Shares because the
record date for that dividend was 9 April 2010.49

Application will be made to the UKLA and the London Stock Exchange for the Rights Issue Shares to be admitted
to the premium segment of the Official List and to trading on the London Stock Exchange’s main market for listed
securities. Application has been made to the Hong Kong Stock Exchange, and will be made to the SGX-ST, for
listing of and permission to deal in the Rights Issue Shares on the Hong Kong Stock Exchange and the Main Board
of the SGX-ST, respectively. It is expected that UK Admission will become effective and that dealings in the Rights
Issue Shares, nil paid, will commence on the London Stock Exchange at 8.00 a.m. (London time) on Tuesday 8 June
2010 with dealings in the Rights Issue Shares, fully paid, expected to commence at 8.00 a.m. (London time) on
Thursday 24 June 2010. It is also expected that HK Admission will become effective and that dealings in the Rights
Issue Shares, nil paid, will commence on the Hong Kong Stock Exchange at 9.30 a.m. (Hong Kong time) on
Thursday 10 June 2010 with dealings in the Rights Issue Shares, fully paid, expected to commence at 9.30 a.m.
(Hong Kong time) on Monday 28 June 2010. Further, it is expected that Singapore Admission will be effective and
that dealings in the Rights Issue Shares, nil paid, will commence on the SGX-ST at 9.00 a.m. (Singapore time) on
9 June 2010, with dealings in the Rights Issue Shares, fully paid, expected to commence at 9.00 a.m. (Singapore
time) on Monday 28 June 2010.

If a Qualifying Shareholder does not take up the offer of Rights Issue Shares (to the extent permitted), his or her
proportionate shareholding will be diluted by approximately 84.6% as a result of the Rights Issue, and by
approximately 86.3% as a result of both the Rights Issue, and assuming the Transactions complete, the issue of New
Prudential Shares to AIA Aurora as part of the consideration for the Acquisition (assuming (i) the issue of
Prudential Shares to shareholders who have elected to receive the scrip dividend alternative for the 2009 final

(34) One of the consequences of adjourning the Annual General Meeting is that, in order to pay a dividend of 13.56 pence on 27 May 2010 (as

announced on 1 March 2010), that dividend will be paid as a second interim dividend. Accordingly, references in this prospectus to the
2009 final dividend should be read as references to the second interim dividend of the same amount.
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dividend, expected to be issued on 27 May 2010; (ii) no options granted under the Prudential Share Schemes are
exercised and (iii) no other Prudential Shares or New Prudential Shares issued between the date of this prospectus
and completion of the Transactions, and without taking into account any conversion of the MCNs).

Even if a Qualifying Shareholder takes up the offer of Rights Issue Shares in full, his or her proportionate
shareholding will be diluted by approximately 10.9% if the Transactions complete because of the issue of New
Prudential Shares to AIA Aurora as part of the consideration for the Acquisition (on the basis of the assumptions
referred to above).

The Rights Issue is conditional, among other things, upon the passing of the Rights Issue Resolution (which itself is
conditional upon the passing of the Scheme Resolutions) and the Underwriting Agreement having become
unconditional in all respects (other than the condition relating to UK Admission) and not having been terminated
in accordance with its terms prior to UK Admission. The Rights Issue is not conditional on completion of the
Acquisition or the Scheme. However, if before UK Admission the Acquisition Agreement has been terminated or
the conditions to the Acquisition Agreement cease to be capable of satisfaction and, if capable of waiver, have not
been waived, the Rights Issue will not proceed.

If completion of the Acquisition does not occur, which Prudential believes is unlikely, Prudential’s current intention
is that the net proceeds of the Rights Issue will be invested on a short-term basis while Prudential considers how the
net proceeds of the Rights Issue (after deduction of Rights Issue and Transaction related expenses and hedging
costs) may be returned to Prudential’s shareholders. In considering how any such proceeds might be returned to
Prudential’s shareholders the Directors will take into account, amongst other things, the tax implications for
Prudential’s shareholders.

The latest time and date for acceptance and payment in full under the Rights Issue is expected to be:
e for UK Shareholders, 11.00 a.m. (London time) on Wednesday 23 June 2010;
e for HK Shareholders, 4.00 p.m. (Hong Kong time) on Wednesday 23 June 2010; and

e for Singapore Shareholders, 5.00 p.m. (Singapore time) for acceptances by Singapore Application Forms and
9.30 p.m. (Singapore time) for ATM acceptances, in each case on Thursday 17 June 2010.

Further details of the terms and conditions of the Rights Issue are set out in Part IX (Terms and Conditions of the
Rights Issue).

5. Scheme

The acquisition of Prudential by New Prudential that, with the Acquisition, results in the combination of the AIA
Group and the Prudential Group to form the Enlarged Group will be effected by means of the Scheme between
Prudential and the shareholders of Prudential. Under the terms of the Scheme the Prudential Shares will be
cancelled and, in consideration for this cancellation, the shareholders of Prudential on the register at the Scheme
Record Time will receive:

for each Prudential Share one New Prudential Share

For the Scheme to become effective, a special resolution implementing the Scheme must be passed by Prudential
shareholders at the General Meeting and the Scheme must be approved at the Court Meeting by a majority in
number of the shareholders of Prudential present and voting representing 75% or more in value of all Prudential
Shares held by such shareholders.

The Scheme also requires the sanction of the Court, and its timing will depend, amongst other things, on the timing
of receipt of regulatory approvals and change of control consents in respect of the Scheme, though the Scheme is not
conditional upon the Rights Issue or the Acquisition.

If the Scheme becomes effective, it will be binding on all shareholders of Prudential on the register at the Scheme
Record Time irrespective of whether or not they attend or vote in favour of the Scheme at the Court Meeting or in
favour of the special resolution to be proposed at the General Meeting.

It is intended that the New Prudential Shares will be admitted to the premium segment of the Official List of the
UKLA and to trading on the main market for listed securities of the London Stock Exchange. It is also intended that
the New Prudential Shares will be accepted as eligible securities by HKSCC for deposit, clearance and settlement in
CCASS and admitted to the Singapore Official List for the listing and quotation of the New Prudential Shares on the
Main Board of the SGX-ST.
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The prospectus setting out the details of the introduction of the New Prudential Shares to the Official List and to
admission to trading on the London Stock Exchange will be published on Prudential’s website on Monday 17 May
2010.

6. Regulatory approvals

Certain approvals from anti-trust authorities, insurance regulators and other supervisory authorities in various
jurisdictions are required for the Transactions, as a result of both the acquisition of AIA by New Prudential and as a
result of the allotment and issue to AIA Aurora of the consideration shares and Mandatory Convertible Notes in
New Prudential.

In respect of the acquisition of AIA, anti-trust approval has been granted in Korea and voluntary applications for
anti-trust approval have been made in Indonesia and Singapore. In respect of the allotment and issue to AIA Aurora
of the consideration shares and Mandatory Convertible Notes in New Prudential, anti-trust approval has been
granted in the United States. Discussions are ongoing with regulators and additional approvals may also be required.

As a consequence of the structure of the Transactions a number of regulatory approvals are being sought in a number
of jurisdictions. Regulatory approvals are being sought in a number of jurisdictions (including Hong Kong) or have
already been received (as is the case in Bermuda and the British Virgin Islands) in respect of the change in control of
the AIA Group as a result of the Acquisition. Regulatory approvals are also being sought in a number of jurisdictions
(including Malaysia, Hong Kong, the United Kingdom and certain states in the United States) or have already been
received (as is the case in Bermuda) in respect of the change in control of the Prudential Group pursuant to the
Scheme and as a result of the allotment and issue to AIA Aurora of the consideration shares and Mandatory
Convertible Notes in New Prudential. Discussions are ongoing with regulators, including the FSA and the OCI, and
additional approvals may also be required.
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PART VI

INFORMATION ABOUT THE ENLARGED GROUP

1. Structure of the Enlarged Group

Following the Scheme and the Acquisition, New Prudential will be the holding company of the Enlarged Group.
Both AIA and Prudential will become wholly-owned subsidiaries of New Prudential.

2. Business Overview
The Enlarged Group intends to organise its business into the following broad divisions:

e Asia (comprising the Asian life businesses of the Prudential Group and the AIA Group and the Asian asset
management business)

e UK (comprising the UK life businesses of the Prudential Group)

e US (comprising Jackson, National Planning Holdings and Curian Capital LLC)
e Asset Management (comprising M&GQG).

The Enlarged Group will use both the Prudential Group brands and the AIA brands.

On an aggregated basis and without applying adjustments for the Transactions or the Rights Issue® | the Enlarged
Group would have 68% of its embedded value for FY 2009 attributable to the Asian business. For FY 2009, 58% and
61% of the Enlarged Group’s pre-tax EEV new business profit*® and pre-tax IFRS operating profit, in each case on
an aggregated basis, was attributable to the Asian business.

In recognition of the importance of Asia to the Enlarged Group, Prudential expects to have from 25 May 2010, a
dual-primary listing in Hong Kong alongside the listing of its ordinary shares in London and a secondary listing in
Singapore. Prudential is not proposing to offer new ordinary shares in connection with the listings in Hong Kong
and Singapore other than those being offered under the Rights Issue, as described in this prospectus.

3. Objectives, strengths and strategies
The central objective of the Enlarged Group will be to deliver sustainable value to shareholders.

To deliver this objective, the strategy of the Enlarged Group will be to meet, profitably, customers’ changing needs
for savings, income and protection products in its chosen markets across Asia, the US and the UK. In particular, the
Enlarged Group will focus on the objective of allocating capital to the most attractive opportunities and
geographical markets, both in terms of return and payback period.

The Transactions bring together two leading insurance companies to create the Enlarged Group with a business that
will have a significant focus on the very attractive Asian markets, which are characterised by high GDP growth, high
savings rates and very low life premium penetration. The Enlarged Group will have the opportunity to benefit from
its significant presence in these growing Asian markets.

It is anticipated that the Enlarged Group will be the leading life insurer in Hong Kong, Singapore, Malaysia,
Indonesia, Vietnam, Thailand and the Philippines and the leading foreign life insurance business in India and China,
as well as having strong and highly cash generative operations in the US and the UK.

The following table sets forth the market position of the AIA Group and the Prudential Group and the expected
market position of the Enlarged Group following the Acquisition in certain Asian insurance markets. The rankings
have been measured for 2008 or 2009 as set out for each country in the Rank by Market Share tables in paragraph 8

(35) As set out in Part XVI of this prospectus.

(36) See Part IV (Important Notices) for information regarding the comparability of the EEV metrics as calculated by each of the Prudential
Group and AIA Group.
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of this Part VI below. Save where otherwise stated the market share percentages of the Enlarged Group have been
based on weighted new business premiums in each market for 2009.

New business

AIA Group and market share of
AIA Group Prudential Group Prudential Group Prudential Group
rank by rank by combined rank and AIA Group
Country market share market share by market share’ combined®
Hong Kong . .............. ... 3 2 1 22%
Singapore . ......... ... .. ... 4 1 1 30%
Malaysia. . .................. 4 1 1 28%
Thailand . ... ................ 1 12 1 25%
Indonesia . .................. 7 1 1 25%
Philippines . ................. 1 3 1 299
Vietham .................... 5 1 1 41%
China............cooouvin.. 1@ 4® 1@ 29%®
India. ..........cooviuiii... g ® 1® 11%®
Notes: (1) Combined rankings are based on (a) Prudential having been ranked as the leading life insurer in Singapore, Malaysia, Indonesia

and Vietnam, (b) AIA having been ranked as the leading life insurer in the Philippines and Thailand, (c) ICICI Prudential having been
ranked as the leading private life insurer in India and (d) AIA having been ranked as the leading foreign life insurer in China.
Combined Hong Kong ranking based on combined market share set out above being greater than the market share of any other
company in the Hong Kong life insurance market.

(2) Hong Kong, OCI; Singapore, Watson Wyatt Asian Life insurance market update, September 2009; Malaysia, LIAM, ISM (data for
Prudential includes PAMB takaful sales); Thailand, TLAA; Indonesia, AAJI (AIA’s second subsidiary in Indonesia (AIA Indonesia)
was sold in 2009. The data above reflects only the currently owned subsidiary AIA Financial); The Philippines, Individual company
filings used to calculate WFYP and ranking (market share is estimated as there are no consolidated data available for the total market);
Vietnam, AVI; China, NIICC: India, IRDA.

(3) As set out in paragraph 6.3 of Part VIII (Information about the AIA Group), it is currently intended that the AIA Group’s equity
interest in AIA India will be disposed of either before or around the time of completion of the Acquisition.

(a) non-domestic insurance company

(b) private insurance company

(c) based on 2008 data.

In integrating the two businesses, the Enlarged Group’s core aim will be to maintain the commercial strength of both
operations, while bringing together the best in class from both companies. Prudential believes that the Prudential
Group’s and AIA Group’s businesses have highly complementary products and distribution channels across the
region, which should put the Enlarged Group in a good position to capitalise on the rapid growth in these markets.

Prudential believes that the Prudential Group and the AIA Group have complementary capabilities, and key growth
opportunities for the Enlarged Group will include: improvements in AIA sales force productivity based upon
Prudential’s agency management capabilities; value enhancement from AIA’s current bancassurance relationships
by leveraging Prudential’s capabilities in Asia with banks such as SCB, ICICI and UOB; managing the AIA product
mix in line with Prudential’s; and increasing utilisation of customer management and data mining tools.

After completion of the Acquisition, Prudential will continue to seek opportunities to enhance value for
shareholders including through disposals, determined by reference to Prudential’s stringent criteria of growth,
profitability, capital efficiency and strategic benefit. Such disposals may also provide an effective way to
accommodate the requirements of regulators (for example, in China where Prudential expects that it may be
required to restructure the Enlarged Group’s operations).

4. Integration approach and expected financial benefits

4.1 Integration approach

Rob Devey, Chief Executive of Prudential UK and Europe, has been appointed to lead the integration of the Prudential
Group and AIA Group. In this capacity, he reports directly to Tidjane Thiam, Group Chief Executive. Barry Stowe will
remain Chief Executive Officer of PCA and Mark Wilson Chief Executive Officer of the AIA Group.

In integrating the two businesses, the core aim will be to maintain the commercial strength of both operations. For
Prudential, the Acquisition is primarily a growth focused transaction, although cost synergies will also be sought.

Prudential intends that the Enlarged Group will use both the Prudential and AIA Group brands, maintain separate
agency forces and strengthen both agency forces by the sharing of best practices.

Prudential plans for the Enlarged Group’s shared services in areas such as product development, risk management,
branding, marketing and customer services to be integrated to the extent possible and to increase effectiveness in
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these areas by leveraging economies of scale. Overlapping activities between the Prudential Group and AIA Group
are intended to be merged and service quality to be enhanced by sharing best practices across both groups.
Integration plans will be tailored to the circumstances applicable to each country, dependent upon the relative scale
of the Prudential Group’s and AIA Group’s businesses in each market and based on discussions with local regulators
and joint venture partners.

The following discussion contains forward-looking statements based on current expectations and targets which
involve material risks and uncertainties. These expectations and targets have been prepared for use in this
prospectus, represent the best estimate of the Prudential Group as of the date of this prospectus, and are based on
the methodology and assumptions and qualifications described below. Actual results and the timing of certain
events may differ significantly from those projected and targeted in these forward-looking statements due to a
number of factors, including, but not limited to, the occurrence or non-occurrence of a number of assumptions, the
most significant of which are set forth below, as well as the factors set out in Part Il (Risk Factors), including, but not
limited to, the sections headed “The Enlarged Group may fail to realise the anticipated benefits, including
estimated synergies, and may fail to achieve its targets in relation to the Acquisition” and “The integration of the
Prudential Group and AIA Group may be more difficult than anticipated”, and in the section headed “Forward-
looking statements” of Part IV (Important Notices).

4.2 Revenue synergies®”

Prudential believes that there is significant potential to improve the value of new business (VNB)®® of the ATA
Group from the 2009 level of US$837 million pre-tax, through growth in the AIA Group’s APE (from a combination
of anticipated market growth and return of the AIA Group to normalised business levels from the depressed levels
experienced in 2009, during which the AIA Group’s VNB was severely affected by the AIG Events and the global
economic crisis) and revenue synergies.

Assuming that AIA Group underlying APE as a whole will grow at a rate of 15% per annum (from a combination of
anticipated market growth and the normalisation of the AIA Group’s business levels) and that the revenue synergies
described below are achieved, Prudential believes the AIA Group business is capable of targeting a value of new
business of US$1.7 billion post-tax in 2013 from a post-tax value of new business in 2009 of US$610 million®*.

From the combination of the Prudential Group and ATA Group, Prudential seeks to achieve US$800 million pre-tax
(US$650 million post-tax) of annualised run-rate new business profit revenue synergies during 2013. The assumed
AIA Group underlying APE growth rate of 15% per annum applies to these synergies from the period in which they
are expected to be achieved. These revenue synergies are expressed net of estimated revenue dis-synergies of
US$100 million pre-tax new business profit over that period, which may arise from agent attrition, perceived
conflicts from the perspective of bancassurance partners and other similar factors. The implementation steps are
expected to be phased in over three years and the estimated pre-tax cost of achieving these synergies is up to
US$180 million, including a budget of up to US$100 million for sales costs, which will be expensed through income
over the lifetime of the applicable contracts.

The following major sources of revenue synergies have been identified: managing product mix for margin
improvement and a number of distribution benefits, including agency management to enhance productivity and
activity, increasing effectiveness of current bancassurance partnerships and increased utilisation of customer
management and data mining tools.

(37) Allrevenue and cost synergies assume that (i) the Acquisition closes on 1 July 2010; (ii) all regulatory and anti-trust approvals for changes
of control will be received in all markets without impediments to combine legal entities or develop shared operational functions (for the
avoidance of doubt no assumption is made that any of the restrictions on the utilisation of capital referred to in section 5 of this Part VI
(Information about the Enlarged Group) are lifted except to the extent the relevant regulator has at the date of this prospectus agreed to lift
such restrictions); (iii) no change in the accounting, regulatory or tax environment, including any application of any accounting, regulatory
or tax regulations by Prudential, its independent auditors or any relevant regulatory authority in any jurisdiction during the period; and
(iv) the planned cost savings or headcount reductions will not be impeded by factors such as government or regulatory intervention,
industrial action or other external factors.

(38) The value of new business (VNB) is the embedded value of new insurance contracts written in the year.

(39) Inrelation to synergies, the tax rate has been derived from the pre and post tax calculation of the AIA Group embedded value. The tax rates
used were the tax rates for individual countries. These tax rates have been held constant for all synergy calculations.
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Expected sources of revenue synergies*”

Estimated approximate pre-tax value of new business synergies

Source of synergies (US$m)
Managing AIA product mix for margin improvement. . 450
Distribution benefits which include:. . ............. 350

Improve agency management to enhance AIA
productivity and activity

Increasing effectiveness of current AIA
bancassurance partnerships

Increased utilisation of customer management and
data mining tools

Total revenue synergies. . . ............c.c..uu.... 800

These are the sources of revenue synergies identified in Prudential’s work to date. It is possible that further
opportunities to realise revenue synergies may be identified and realised, for example from further improvements in
bancassurance productivity in areas not yet quantified, enhanced capital management, portfolio rationalisation and
the combination of the two asset management operations.

The pre-tax new business margins of AIA and Prudential Corporation Asia in 2009 were 40% and 57% respectively.
Prudential believes that there is significant opportunity to narrow this margin gap between AIA and Prudential by
managing the AIA product mix in line with Prudential’s, for example by increasing the level of unit-linked product
sales and the number of health and protection riders on those products.

The Enlarged Group will have an agency force in excess of 550,000“". The Prudential Group’s agents

demonstrated significantly higher levels of productivity than those of AIA in 2009, with average productivity
in 2009 being higher in all markets other than Thailand. Prudential believes that its expertise will enable it to target
the activity levels and the productivity of the AIA Group’s agents in line with the Prudential Group’s through well
established proprietary recruitment, training and incentivisation processes.

Furthermore, the Enlarged Group, excluding AIA India, will have access to approximately 26,000 bank branches
and Prudential believes that there is an opportunity to apply its expertise in the bancassurance channel to increase
the volumes and value of sales through the AIA Group’s existing bank relationships.

Finally, Prudential believes that increased utilisation of customer management and data mining tools can be
effectively applied to the Enlarged Group’s customers and can accelerate initiatives already underway.

4.3 Cost synergies“”

From the combination of the Prudential Group and AIA Group, Prudential seeks to achieve US$370 million of
annualised run-rate pre-tax cost synergies during 2013. Of these targeted savings, US$200 million is planned to be
generated by combining the AIA Group head office with the Asia regional head office of Prudential and
US$170 million from combining in-market life business operations.

The implementation steps are expected to be phased in over three years and the estimated pre-tax cost of achieving
these savings is US$380 million.

Expected sources of cost synergies*”

Estimated approximate pre-tax cost synergies

Source of targeted cost synergies (US$m)
People costs . . ..o 140
Property . .. ... 30
Investment management . .................i i 15
Third party procurement . .. ........... . ... 60
Special projects. . ... .o 60
P 30
Other ... ... ... 35
Total. ... 370

(40) During 2013.

(41) Excludes AIA agency force in India as it is currently intended that the AIA Group’s equity interest in AIA India will be disposed of before
or around the time of completion of the Acquisition.

(42) All figures in this section reference the financial year 2009 cost base.
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4.4 Targets

Taking into account both the targeted revenue and cost synergies, in each case subject to the assumptions and costs
noted above®”, Prudential believes that it is capable of achieving:

« IFRS pre-tax operating profit**

£3,260 million;

in 2013 for the combined Asian business of the Enlarged Group of at least

* EEV pre-tax new business profit in 2013 for the combined Asian business of the Enlarged Group of at least
£2,800 million; and

e the remittance of at least US$1,000 million per annum from the ATA Group in 2011 and onwards.

5. Regulatory capital (IGD)

Prudential’s IGD capital surplus was calculated to be £3.4 billion at 31 December 2009 (before allowing for the
20009 final dividend). Prudential forecasts that as at 1 July 2010 its IGD surplus capital following completion of the
Transactions will be £5.2 billion (based on an assumed 1 July 2010 closing date and an exchange rate assumption of
£1:US$1.46 at the time of closing). This forecast takes into account:

e the increase in capital surplus as a result of:
e the gross proceeds of the proposed Rights Issue of £14.5 billion;
e the issue to AIA Aurora of New Prudential Shares having a value of approximately £3.8 billion;

e the issue to AIA Aurora of mandatory convertible notes and perpetual tier one notes with an aggregate
principal amount of £3.5 billion;

e US$5.5 billion (£3.8 billion at the exchange rate stated above) raised pursuant to the Bond Offerings and/or as
drawings under the Hybrid Capital Facility and/or issued as notes under the Subordinated Note Commitment
Letter;(45)

e the reduction in capital surplus as a result of the total estimated cost of the transaction of approximately
£25.6 billion, that includes the acquisition price, transaction fees and £500 million of budgeted hedging costs
(noting that the actual impact of the hedging arrangements on the acquisition price and the income statement
will depend on the evolution of the sterling/dollar exchange rate through to completion of the Acquisition); and

e anetincrease in capital surplus of £1.8 billion as a result of including the forecast IGD surplus of the AIA Group
entities, changes since 31 December 2009 in net assets of Prudential eligible to be included in capital (including
changes resulting from the forecast operating result less dividends paid or expected to be paid to shareholders of
Prudential before 30 June 2010) and other adjustments.

Following completion of the Acquisition, certain amounts of surplus capital (that is capital in excess of the
minimum that is held to meet local legal regulatory requirements) held by companies in the ATA Group will
continue to be subject to restrictions on utilisation of that capital in other parts of the Enlarged Group and therefore
will not be eligible to be treated as part of the IGD surplus. Prudential forecasts that (based on an assumed 1 July
2010 closing date) the amount of surplus capital restricted in this way (principally in AIA Co, AIA-B; AIA
Singapore and AIA Thailand) will be approximately £1.1 billion (which is not included in the forecast IGD surplus
capital of £5.2 billion referred to above).

(43) All the targets assume (i) constant exchange rates, including a £:US$ exchange rate of £1:US$1.5224; (ii) no business acquisitions;
(iii) no change in the accounting, regulatory or tax environment, including any application of any accounting, regulatory or tax regulations
by Prudential, its independent auditors or any relevant regulatory authority in any jurisdiction during the period; (iv) all regulatory and
anti-trust approvals for changes of control will be received in all markets without impediments to combine legal entities or develop shared
operational functions (for the avoidance of doubt no assumption is made that any of the restrictions on the utilisation of capital referred to
in section 5 of this Part VI (Information about the Enlarged Group) are lifted except to the extent the relevant regulator has at the date of
this prospectus agreed to lift such restrictions); and (v) a normalised economic environment consistent with the economic assumptions
made by Prudential in calculating the EEV basis supplementary information for the year ended 31 December 2009, as described in
Part XIV (Historical Financial Information for Prudential Group).

(44) Based on the Prudential basis of IFRS operating profit based on long-term investment returns and before amortisation of acquired value
in-force and one-time costs of achieving synergies and transaction (including hedging) costs.

(45) As described in more detail in Part V (Information about the Transactions) paragraph 3 (Consideration for the Acquisition) in the sub-
paragraph headed “Debt Financing”.
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Sensitivity analysis

Prudential has estimated the impact of the following stresses on the IGD capital for the Enlarged Group as at 1 July
2010 as follows:

e an instantaneous 20% fall in equity markets would reduce IGD surplus by £0.6 billion;

* a40% fall in equity markets (comprising an instantaneous 20% fall followed by a further 20% fall over a four
week period) would reduce the IGD surplus by £1.3 billion;

e a 150 basis point reduction (subject to a floor of zero) in interest rates would reduce the IGD surplus by
£2.4 billion; and

e credit defaults of ten times the expected level would have an impact of £1.7 billion in excess of the annual
reserve release.

In addition the Joint Lead Arrangers have entered into a contingent subordinated debt financing facility to
Prudential of up to £1 billion. This facility would only be available to be drawn during the period of twelve months
following the completion of the Acquisition, on the occurrence of certain stresses on Prudential’s IGD capital.
Prudential is entitled to extend the availability of the facility for a further twelve months at its option. If drawn, the
facility will provide Prudential with capital resources to enhance its IGD capital at the relevant time. The facility
will provide for Lower Tier 2 loans with a term of six years. The amount drawn will replenish the IGD capital to the
amount referred to under ‘FSA Supervision Arrangements for the Enlarged Group’ in Part X of this prospectus.
There will be limited conditions to drawing the facility. If drawn, the Joint Lead Arrangers will have the right to
exchange the drawings under the facility for Lower Tier 2 notes and/or Upper Tier 2 notes. Drawings under the
facility will be used to prepay any amounts outstanding under the Bridge Facility. The commitments under the
facility will be mandatorily cancelled, and, subject to FSA approval, any drawings under the facility will be
mandatorily prepaid, by an amount equal to the capital benefit arising from (a) any disposals by the Enlarged Group
and (b) any capital release from any member of the Enlarged Group, in each case which is counted towards
Prudential’s IGD capital ratios. The commitments under the facility will also be mandatorily cancelled by an
amount equal to the proceeds of any other issuance of regulatory capital by Prudential (except where such issuance
is used to refinance or replace any existing regulatory capital instruments). Whilst the facility is in place, Prudential
will be subject to restrictions on making acquisitions and on paying dividends which are not consistent with the
group dividend policy as described below.

6. Dividend Policy

The Directors intend to focus on delivering a growing dividend for the Enlarged Group, which will be determined
after taking into account the Enlarged Group’s financial flexibility and the Directors’ assessment of opportunities to
generate attractive returns by investing in specific areas of the business. The Board believe that in the medium term
a dividend cover of two times post-tax operating earnings is appropriate.

The 2010 interim dividend is expected to reflect the pro forma earnings of the Enlarged Group as if the Acquisition
had taken place on 1 January 2010.

Dividends are waived on shares held for employees under certain of the Prudential Share Schemes.

7. Capitalisation and indebtedness

The following table shows the capitalisation of Prudential as at 31 December 2009 and indebtedness of Prudential
and AIA on an aggregated basis (excluding amounts in respect of Prudential and AIA life funds) as at 28 February
2010. With the exception of capitalisation balances which are extracted without material adjustment from the
historical financial information set out in Part XIV and reported on by KPMG Audit Plc, the balances in Section 7
are extracted without material adjustment from unaudited information contained in underlying financial accounting
systems and other management documents.
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£m

Capitalisation of Prudential as at 31 December 2009:

Share capital (2,532,227,471 ordinary shares of 5p each fully paid) .. ............ ... ... ..... 127
Share premiUum . . . ..o oo 1,843
Total share capital and share premium. . . ... .. 1,970
Indebtedness as at 28 February 2010:

1. Prudential’s core structural borrowings of shareholder-financed operations (see (a) below). . .. ... 3,496
2. Prudential’s operational borrowings attributable to shareholder-financed operations (see

(D) BEIOW ).« o o 3,168
3. AIA’s borrowings attributable to shareholder-financed operations (see (c) below) ............. 413
Total aggregated indebtedness (1) + (2) + (3) (see (d) below). .. ... . ... 7,077

There has been no material change in the issued share capital and share premium amounts of Prudential since
31 December 2009.

There has been no material change in the aggregated indebtedness of the Prudential Group and the AIA Group
attributable to shareholder-financed operations at 14 May 2010 as compared to the £7,077 million recorded at
28 February 2010 as shown in the indebtedness statement above.

(a) Prudential’s core structural borrowings of shareholder-financed operations as at 28 February

2010
£m
Parent company
Subordinated debt:
Innovative Tier 1:
US$1,000m 6.5% Perpetual Subordinated Capital Securities. . ... ...t ... 657
US$250m 6.75% Perpetual Subordinated Capital Securities (note i) . . .. ...t 164
US$300m 6.5% Perpetual Subordinated Capital Securities (note i and ii) . .................... 206
US$750m 11.75% Perpetual Subordinated Capital Securities . ... ...ttt 483
1,510
Lower Tier 2:
€500m 5.75% Subordinated Notes 2021 (note iii) . ........ ... ... 447
€20m Medium-Term Subordinated Notes 2023 (NOtE 1V). . . . v vttt i e e e e e e e e e 18
£435m 6.125% Subordinated Notes 2031. . . . ... ... 428
£400m 11.375% Subordinated Notes 2039. . . ... .. i _ 380
1,273
Senior debt:
£300m 6.875% Bonds 2023 . . ... 300
£250m 5.875% Bonds 2029 . . .. 249
549
Total parent COmMPANY. . . . . .. ... 3,332
Jackson
Lower Tier 2:
US$250m 8.15% Surplus Notes 2027 (NOLE€ V) . . o v v oot e et e e et e e e e et 164
Total . . . 3,496
Notes

i The US$250 million 6.75% borrowings and the US$300 million 6.5% borrowings can be converted, in whole or in part, at Prudential’s
option and subject to certain conditions, on any interest payment date falling on or after 23 March 2010 and 23 March 2011 respectively, into
one or more series of Prudential preference shares.

i Interest on the $300 million 6.5% borrowings was swapped into floating rate payments but, in 2008, was swapped back into fixed rate
payments of 6.5% until September 2010.

iii  The €500 million 5.75% borrowings have been swapped into borrowings of £333 million with interest payable at six month £Libor plus
0.962%.

iv. The €20 million borrowings were issued at 20-year Euro Constant Maturity Swap (capped at 6.5%). These have been swapped into
borrowings of £14 million with interest payable at three month £Libor plus 1.2%.

v The Jackson borrowings are unsecured and subordinated to all present and future indebtedness, policy claims and other creditor claims of
Jackson.
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(b) Prudential’s operational borrowings attributable to shareholder-financed operations as at
28 February 2010

£m
Borrowings in respect of short-term fixed income securities programmes:
Commercial PAPeT . . . . . .ottt 2,235
Medium-Term Notes 2010 .. ... .. 8
Medium-Term Notes 2013 . . . .. e 249
2,492
Non-recourse borrowings of US operations (note 1):
Investment subsidiaries of Jackson . ... ... .. ... 22
Piedmont and CDO funds (NOte 11) . . . . ... ... it e e 155
177
Other borrowings:
Bank loans and overdrafts (note 1ii). . . ... ... ... .. . 133
Obligations under finance 18ases . . . . . . . . ... e 3
Other borrowings (NOLE 1V) . . . . . oottt it e e e e e e e e 363
499
Total . . .o 3,168

Notes

i In all instances the holders of the debt instruments issued by these subsidiaries and funds do not have recourse beyond the assets of those
subsidiaries and funds.

ii Piedmont is an investment trust investing in certain asset-backed and mortgage-backed securities in the US. These borrowings pertain to debt
instruments issued to external parties.

iii Bank loans and overdrafts include a short-term loan of £130 million in respect of Asian operations.

iv  Other borrowings represents amounts whose repayment to the lender is contingent on future surpluses emerging from certain contracts

specified under the arrangement. If insufficient surplus emerges on the contracts, there is no recourse to other assets of the Prudential Group
and the liability is not payable to the degree of shortfall.

v Inaddition to the operational borrowings shown in the table above, Prudential has issued £200 million Floating Rate Notes 2010, which were
wholly subscribed to by a Prudential Group subsidiary. These borrowings are eliminated on consolidation and so have been excluded from
the table above.

(c) AIA’s borrowings attributable to shareholder-financed operations as at 28 February 2010
US$m (note i) _£m

Bank loans and overdrafts ... ....... ... 574 377
Loans from other AIG companies. . . ... ... .. ittt 50 33
Other borrowings . . . ... ... .. _4 _3
Total . . . . 628 413
Notes

i AIA borrowings shown above in US$ have been translated to pounds sterling at a rate of 1.52.
(d) Guaranteed and secured borrowings

Prudential

At 28 February 2010, a total of £543 million of borrowings are secured which includes borrowings with no recourse
to assets beyond the investment fund to which they relate or future surpluses on contracts specified in the
arrangement. There were no significant guarantees of third party indebtedness at that date.

AIA

Properties with a book value of US$758 million (£498 million) and cash and cash equivalent of US$43 million
(£28 million) at 28 February 2010 are pledged as security with respect to amounts disclosed as bank loans of
US$496 million and other loans of US$4 million.
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At 28 February 2010, AIA has issued capital guarantees and guarantees of indebtedness of approximately
US$1 million. No borrowings are guaranteed by third parties.

(e) Guarantees, contingent liabilities and contingent indebtedness

Prudential

Prudential’s outstanding guarantees and contingent liabilities are disclosed in note H14 to the financial information
set out in Part XIV of this prospectus. There has been no material adverse change in Prudential’s outstanding
guarantees and contingent liabilities since 31 December 2009.

Prudential has access to committed credit facilities and committed lending liquidity facilities as described in detail
in the paragraph entitled “Shareholder borrowings and financial flexibility” in section 9 of Part XII of this
Prospectus. There has been no change in the terms of these facilities as at 28 February 2010.

AIA

AIA Group’s contingent liabilities at 30 November 2009 are described in note 42 of the historical financial
information of the ATA Group as disclosed in Part XV of this prospectus. These contingent liabilities at 28 February
2010 are as stated in that note with the exception that the value of mortgage loans to which AIA is exposed under the
Australian residential mortgage credit agreement has fallen to US$3,320 million (£2,184 million) and the
associated liabilities and related reinsurance assets had fallen to US$20 million (£13 million); and the accumulation
value for minimum guaranteed rates of return has risen to US$1,279 million (£841 million).

There has been no material adverse change in AIA’s contingent liabilities since 28 February 2010.

) Mortgages and charges
Prudential

As at 28 February 2010, no member of the Prudential Group has any outstanding mortgages or charges on its
property, plant and equipment that would have a material impact on the financial position of the Prudential Group.

AIA

Save as disclosed elsewhere in the prospectus as at 28 February 2010 AIA did not have any outstanding mortgages,
charges or other similar indebtedness.

(2 Obligations under sale and repurchase agreements
Prudential

Obligations under sale and repurchase agreements attributable to shareholder-financed operations as at 28 February
2010 amounted to £676 million.

AIA

Obligations under sale and repurchase agreements as at 28 February 2010 amounted to US$554 million
(£364 million).

8. Industry overview and competition

There are other significant participants in each of the financial services markets in which the Enlarged Group
operates. Its competitors include both mutual and stock financial companies. In addition, regulatory and other
developments in many of the Enlarged Group’s markets have blurred traditional financial service industry lines and
opened the market to new competitors and increased competition. In some of the Enlarged Group’s markets, other
companies may have greater financial resources, allowing them to benefit from economies of scale, and may have
stronger brands than the Enlarged Group does in that market.

The principal competitive factors affecting the sale of the Enlarged Group’s products in its chosen markets are:
» price and yields offered,

e financial strength and ratings,

e commission levels, charges and other expenses,

e range of product lines and product quality,

e brand strength, including reputation and quality of service,
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e distribution channels,
* investment management performance and
e historical bonus levels.

An important competitive factor is the ratings the Enlarged Group receives in some of its target markets, most
notably in the United States, from recognised rating organisations. The intermediaries with whom the Group works,
including financial advisers, tied agents, brokers, wholesalers and financial institutions consider ratings as one
factor in determining which provider to purchase financial products from.

As at 31 March 2010:

Prudential’s long-term senior debt is rated as A2 (negative outlook) by Moody’s, A+ (negative watch) by
Standard & Poor’s and A+ (negative watch) by Fitch;

Prudential’s short-term debt is rated as P-1 by Moody’s, A-1 by Standard & Poor’s and F1+ (negative watch) by
Fitch;

The Prudential Assurance Company Limited long-term fund is rated Aa2 (negative outlook) by Moody’s, AA
(negative watch) by Standard & Poor’s and AA+ (negative watch) by Fitch;

Jackson’s financial strength is rated AA (negative watch) by Standard & Poor’s and Fitch, Al (negative
outlook) by Moody’s, and A+ (under review — negative) by AM Best; and

AIA Co is rated A+ (developing) by Standard & Poor’s.
The Enlarged Group has not yet been rated.

The Enlarged Group will offer different products in its different markets in Asia, the UK and the US and,
accordingly, will face different competitors and different types of competition in these markets. In all of the markets
in which the Enlarged Group will operate its products are not unique and, accordingly, it will face competition from
market participants who offer a varying range of similar and identical products.

The information and statistics provided for the Asia Pacific life insurance market in this section include Hong Kong,
Korea, Thailand, Singapore, China, Malaysia, the Philippines, Indonesia, Vietnam, Taiwan, India, Australia, and
New Zealand but excluding Japan.

For the purpose of this section, data on “life insurance premiums” indicated as derived from Sigma reports (“World
insurance in 2008: life premiums fall in the industrialised countries-strong growth in the emerging economies”
published by Swiss Re) is primarily based on the following metrics from Sigma reports: “premium income”,

“premium volume”, “premiums”, “life insurance premium” and “life premiums”’. Market share data based on “life
insurance premiums’ or “total premiums” is generally based on data published by the industry source indicated.

Described below are some of the key sources and methodologies used in calculating certain information and
statistics provided in this section. Please note that the description below is not an exhaustive list of the sources and
methodologies used to present the information and statistics set out in this section.

Sigma reports present life insurance premium data on a local currency basis converted to US dollars using the
average local currency to US dollar exchange rate for the year indicated. The figures are presented on a nominal
basis and are not inflation-adjusted. For the purposes of this document, simple and compound average growth rates
for life insurance premiums have been calculated using the as-converted US dollar figures published in the Sigma
reports. Since the data is converted at the average yearly exchange rate for each year and is presented in nominal
terms, exchange rate and inflation fluctuations may impact the growth rates described in this document.

Sigma reports present GDP data on a local currency basis converted to US dollars using the average local currency
to US dollar exchange rate for the year indicated. GDP data from the Sigma reports is presented on a nominal basis
and are not inflation-adjusted. For the purposes of this document, simple and compound average growth rates for
GDP have been calculated using the as-converted US dollar figures published in the Sigma reports. Since the data
are converted at the average yearly exchange rate for each year and is presented in nominal terms, exchange rate and
inflation fluctuations may impact the growth rates described in this document.

The Sigma reports referred to above are publicly available and not prepared for the purposes of this document.

This section also includes penetration rate, density rate, savings rate and total population data from the Sigma
reports. Penetration rate is a market’s life insurance premium as a percentage of its GDP. Density rate is a market’s
life insurance premium per capita. Savings rate is savings as a percentage of disposable income.
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Household savings rate data is based on data published in Euromonitor International.

Data on the population above the age of 65 is based on data published in Euromonitor International.

Life insurance market

The life insurance markets in Asia Pacific, the US and the UK generated US$1,279 billion of life insurance
premiums in 2008. Prudential operates in these three key regions: Asia (in the following 12 countries, China, Hong
Kong, India, Indonesia, Japan, Korea, Malaysia, the Philippines, Singapore, Taiwan, Thailand, Vietnam), UK and
US.

The Asia Pacific life insurance market generated US$358.3 billion of life insurance premiums in 2008, comprising
14.4% of aggregate global life insurance premiums. Although the Asia Pacific region was affected by the global
financial turmoil in 2008, it recorded GDP growth of 15.4%. Life insurance premiums in the Asia Pacific region
grew at a CAGR of 17.5% from 2003 to 2008, primarily driven by strong regional economic growth, favourable
demographic changes, social welfare reforms, healthcare demand and insurance market reforms. This compared to
a GDP CAGR of 17.1% over the same period.

The UK is the world’s third largest life insurance market and the largest in Europe, with total premium volume in
2008 of £185 billion (US$343 billion). Life insurance premiums in the UK grew at a CAGR from 2003 to 2008 of
17.2%. This compared to a GDP CAGR of 8.3% over the same period.

The US life insurance market generated US$578 billion of life insurance premiums in 2008, comprising
approximately 23% of aggregate global life insurance premiums, representing the world’s largest life insurance
market. Life insurance premiums in the US grew at a CAGR from 2003 to 2008 of 3.8%. This increase compared to
a GDP CAGR of 5.4% over the same period.

The following table sets forth certain life insurance premium and macroeconomic data for the Asia Pacific region,
Japan, the US and the UK for the periods indicated:

Life insurance premiums GDP

2008 2008 Share CAGR 2008  Penetration rate  Density rate  Savings rate

(US$bn)  of world market in%  2003-2008 (%)  (US$bn) 2008 (%) 2008 (US$) 2008 (%)

Hong Kong . .......... 21.3 0.86 16.1 216 9.9 2,930 314
Korea™. . ... ... ..... 66.4 2.67 9.6 826 8.0 1,348 18.4
Thailand . . ........... 5.0 0.20 9.0 273 1.8 77 10.9
Singapore . ........... 114 0.46 155 182 6.3 2,549 343
China . .............. 95.8 3.85 24.2 4,324 2.2 72 36.5
Malaysia®. .. ... ... ... 6.1 0.25 12.1 219 2.8 226 23.4
Philippines. . . .. ....... 1.4 0.06 15.6 169 0.9 16 7.9
Indonesia. . ........... 4.7 0.19 27.9 514 0.9 20 12.6
Vietnam . ............ 0.7 0.03 14.8 90 0.7 8 5.7
Taiwan . . ............ 52.7 2.12 17.3 396 133 2,288 10.0
India................ 48.9 1.96 29.2 1,218 4.0 41 32.2
Australia . . ........... 42.7 1.71 13.8 968 44 2,038 14.8
New Zealand . ......... 1.1 0.04 0.2 127 0.8 253 (8.8)
Japan . . ... ... L. 367.1 14.74 (0.8) 4,845 7.6 2,870 10.0
US. .. 578.2 23.22 3.8 14,265 4.1 1,901 5.8
UK. ................ 342.8 13.76 17.2 2,677 12.8 5,582 -1.1

Source: Swiss Reinsurance Company Sigma Reports No. 3/2004 and No. 3/2009; Euromonitor International for savings rates

(1) Life insurance industry data is for the 12 months ended 31 March of the year subsequent to the year indicated

Asia
Industry overview and trends
Strong economic growth

The Asia Pacific region has recently experienced strong economic growth and increases in income per capita. GDP
in the Asia Pacific region grew at a CAGR of 17.1% from 2003 to 2008, with GDP growth of 15.4% in 2008. This
growth is significantly higher than the growth experienced by UK and US (CAGR of 8.3% and 5.4% from 2003 to
2008, and GDP growth of (3.5%) and 3.0% in 2008, respectively).
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The following table sets forth key macroeconomic data for the Asia Pacific region for the periods indicated.

CAGR
2003 2004 2005 2006 2007 2008 2003-8
GDP (USS$bn) .. ... 4,325 4953 6,111 6,861 8251 9522 17.1%
Nominal GDP growth (%) . ................ 17.3 14.5 23.4 12.3 20.3 15.4
GDP per capita (US$) .. ........ ... .. ..... 1,483 1,677 2,047 2259 2,660 3,038

Source: Swiss Reinsurance Company Sigma Reports No. 3/2004, No. 2/2005, No. 5/2006, No. 4/2007, No. 3/2008 and No. 3/2009

High historical life insurance premium growth rates

Asia Pacific life insurance premiums increased significantly in recent years, growing at a CAGR of 17.5% from
2003 to 2008 (life insurance premiums grew from US$159.9 billion in 2003 to US$358.3 billion in 2008). Emerging
economies within the Asia Pacific region such as China, India and Indonesia each achieved life insurance premium
CAGRs of over 20.0% from 2003 to 2008. Relatively more developed economies within the Asia Pacific region
such as Hong Kong, Taiwan and Singapore recorded life insurance premium CAGRs of 16.1%, 17.3% and 15.5%,
respectively, during the same period.

Continued low penetration and density rates

Markets such as China, Thailand, the Philippines, Indonesia, Vietnam and India all have reported density rates
under US$100. Prudential believes that if these economies grow and standards of living improve, the low density
and penetration rates in these markets indicate significant growth potential for the Asia Pacific insurance industry.

Favourable demographic changes

The Asia Pacific region had a population of approximately 3.1 billion people, or approximately 47% of the total
world population as of 31 December 2008. The Asia Pacific region has experienced high population growth rates
historically, and the region’s population is expected to increase by more than 300 million people by 2020. Moreover,
from 2003 to 2008, the population in the region above the age of 65 grew at a CAGR of 2.9% (compared to 0.8% and
1.6% for the UK and North America, respectively). In particular, the percentage of the population above the age of
65 in Korea and Singapore has grown significantly from 2003 to 2008, with CAGRs of 4.8% and 5.1%, respectively.
The Directors believe that the increasing size of the Asia Pacific region’s population and certain ageing trends and
demographic mixes within the region is likely to result in increasing demand for insurance products in the future.

The following table sets forth certain demographic data for the Asia Pacific region for the periods indicated:

Population (mm) Population aged 65 and above
2008 CAGR 2003-2008 % population 2008 CAGR 2003-2008
Asia Pacific. . ........... . ... L. 3,134.3 1.4% 7.0 2.9%

Source: Euromonitor International for population above the age of 65; Swiss Reinsurance Company Sigma Reports No. 3/2004 and No. 3/
2009 for total population

High household savings rates

Households in China (36.5% in 2008), Hong Kong (31.4% in 2008), Singapore (34.3% in 2008), Korea (18.4% in
2008) and Malaysia (23.4% in 2008) have recorded savings rates above 15% from 2003 to 2008, compared to lower
household savings rates in the United States (5.8% in 2008) and the United Kingdom ((1.1)% in 2008). Prudential
believes that the high household savings rates in many markets within the Asia Pacific region represent an
opportunity for the insurance industry as customers benefiting from these high levels of savings may diversify such
savings across a spectrum of financial products, including those offered by insurance companies.

Growing middle class, significant high net worth populations and increasing financial sophistication

The Asia Pacific region has a growing middle class and a significant high net worth population. In particular,
markets such as Hong Kong and Singapore already have an established middle class, and many other markets in the
Asia Pacific region have an emerging middle class. In 2008, the region (including Kazakhstan, Myanmar and
Sri Lanka) had approximately 1 million high net worth individuals, which represents an aggregate of approximately
US$4.2 trillion in wealth, or approximately 13.0% of total worldwide wealth. In addition, the high net worth
population in China is currently the fourth largest in the world after the United States, Japan and Germany.
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Gaps in health and protection coverage driving growth for health and protection insurance products

There is a wide spectrum of public and private healthcare schemes across the Asia Pacific region. While many
markets have government-provided healthcare, such healthcare is often subject to limitations, including with
respect to the extent and quality of coverage. Moreover, individual out-of-pocket costs for healthcare are a
significant percentage of healthcare expenditures in the Asia Pacific region, based on data published by the
Organization for Economic Co-operation and Development. Even in markets such as Hong Kong and Korea, which
provide broad healthcare coverage for residents, individual out-of-pocket healthcare expenditures account for over
30% of total healthcare expenditures, based on data published by the World Health Organization (compared with
15% for Japan and 13% for the US). Individual out-of-pocket costs for healthcare are projected to continue to be a
significant percentage of healthcare expenditures in many Asia Pacific markets: by 2014, a projected 66% in
Singapore, 60% in Hong Kong, 55% in Malaysia, 54% in China, 45% in Korea and 25% in Thailand. This compares
to 55% in the United States, 26% in Europe and 14% in Japan. Per capita health expenditures of retirees in East Asia
(as classified by the World Health Organization) are projected to triple by 2015. Many markets in the region have
been receptive to private sector solutions that address health and protection coverage gaps and reduce individual
out-of-pocket healthcare expenditures.

There is a growing gap in health and protection coverage in the Asia Pacific region and there is growing customer
awareness of health and protection needs and insurance products. Prudential believes that these trends present an
opportunity in both the group health insurance segment (serving employers who provide health and protection
insurance benefits to their employees) and in the individual segment (in particular, to high net worth individuals
who seek more comprehensive healthcare coverage).

Developing pension markets

In 2008, the Asia Pacific region accounted for approximately 47% of the world’s population but only a small portion
of global pension assets. In particular in 2007, China, Korea, India, Hong Kong and Singapore had an aggregate of
approximately 38% of the world’s population, but only had private pension assets to the value of US$280 billion,
2.7% of the equivalent value of private pension assets held in the US (US$10 trillion). In addition, government
sponsored pension programmes in developed economies like Singapore and Hong Kong have created an
opportunity for the private sector and benefited insurance companies in the region. For example, a significant
portion of Singapore’s pension assets are held by the Central Provident Fund and insurance products credited for
approximately 67% of the Central Provident Fund’s pension assets in the first half of 2008. Prudential believes the
relatively low percentage of pension assets represent a growth opportunity for the Asia Pacific insurance industry.

Shift to multi-channel distribution

While life insurance companies in the Asia Pacific region have historically focused on traditional agency
distribution, many life insurance companies have expanded their distribution network to include other channels
such as bancassurance, direct marketing and brokers. In certain markets within the Asia Pacific region,
bancassurance has become a significant distribution channel and has enabled life insurance companies to reach
a broad customer base, in part as a result of certain markets’ extensive banking networks. Prudential believes that
there is potential for a shift from traditional agency to multi-channel distribution in many Asia Pacific markets.

Country market overview
Hong Kong

The Hong Kong life insurance market was the sixth largest in the Asia Pacific region, with approximately
US$21.3 billion in life insurance premiums in 2008. Prudential considers Hong Kong to be a sophisticated and
developed insurance market within the Asia Pacific region. The Hong Kong life insurance industry has experienced
double digit life insurance premium growth, with a CAGR of approximately 16.1% between 2003 and 2008. The
Directors believe this recent premium growth and Hong Kong’s recent economic growth (GDP grew at a CAGR of
approximately 6.3% from 2003 to 2008), coupled with its penetration rate (9.9% in 2008) and density rate (over
US$2,900 in 2008), suggest a developed life insurance market within the Asia Pacific region with a demonstrated
customer demand for insurance products.
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The Hong Kong life insurance market had approximately 46 life insurance companies and 19 composite insurance
companies as of 30 June 2009. The following table sets forth the top five life insurance companies in Hong Kong by
market share of life insurance APE in 2009 based on data published by the OCI:

Company Rank by Market Share”

HSBC Insurance . ........... .. . i 1
Prudential Group . . ... 2
ATA Group . . ..o 3
BOC Life. . . .o 4

5

Hang Seng Insurance . . . ... ... .. . .

(1) Market share data excludes retirement scheme-related group business classes G and H, as categorised by the OCI

Thailand

Thailand’s life insurance market was the ninth largest in the Asia Pacific region in 2008, with approximately
US$5.0 billion of life insurance premiums. Life insurance premiums grew at a 9.0% CAGR between 2003 and 2008.
The Directors believe the relatively small size of the life insurance market and the relatively low penetration rate
(1.8% in 2008) and density rate (approximately US$77 in 2008) suggest a developing life insurance market within
the region with significant growth opportunities.

The following table shows ranking by market share of the top five life insurance companies and the Prudential
Group for 2009, ranked by weighted first-year premium, based on data from the Thailand Life Assurance
Association:

Company Rank by Market Share
ATA Group. . .. 1
Thai Life . ... ... 2
SC New York Life .. ... 3
Muang Thai . .. ... 4
Bangkok Life . . . ... .. 5
Prudential Group . . ... ... 12
Singapore

Singapore’s life insurance market is the seventh largest in the Asia Pacific region, with approximately
US$11.4 billion of life insurance premiums in 2008. Life insurance premiums grew at a 15.5% CAGR between
2003 and 2008. Prudential believes Singapore is an attractive and developed life insurance market within the Asia
Pacific region because of its status as a regional financial centre, its compulsory social security savings scheme (the
Central Provident Fund), penetration rate (6.3% in 2008) and density rate (over US$2,500 in 2008). The Directors
believe that the country’s small population and significant wealth have created a market that presents unique growth
opportunities for insurance companies.

There were approximately 16 life insurance companies in the Singapore life insurance market as of 30 June 2009.
The following table sets forth the top five life insurance companies in Singapore by market share of life insurance
premiums in the first half of 2009 on a weighted new business basis:

Company Rank by Market Share

Prudential Group . .. ... 1
NTUC INCOME . . o oottt et e e e e e e e e e e e e e e 2
GE Life . . .. 3
ATA GIOUD . ottt e 4
ManuLife . . ... e 5

Source: Watson Wyatt Asian Life insurance market update, September 2009.
Malaysia

With life insurance premiums of approximately US$6.1 billion in the 12 months ended 31 March 2009, Malaysia’s
life insurance market is the eighth largest in the Asia Pacific region. Life insurance premiums grew at a CAGR of
12.1% between 31 March 2003 and 31 March 2009. The Directors believe that Malaysia’s recent economic growth
(GDP grew at a CAGR of approximately 15.8% from 2003 to 2008) and penetration rate (2.8% in the 12 months
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ended 31 March 2009) suggest a developing life insurance market within the Asia Pacific region with strong growth
opportunities.

There were approximately 16 registered life insurers in Malaysia’s life insurance market as of 31 December 2008.
The following table sets forth the top five life insurance companies in Malaysia by market share of life insurance
premiums on APE basis in 2009 based on data published by the Life Insurance Association of Malaysia and
Insurance Services Malaysia:

Company Rank by Market Share”
Prudential Group . ... ... 1
GE Life . . ... 2
ING. . 3
ATA Group . . oot 4
AllIANZ . ..o 5

(1) Market share data includes Takaful business

India

India’s life insurance market was the tenth largest in the world and fourth largest in the Asia Pacific region in 2008,
with approximately US$48.9 billion of life insurance premiums. Life insurance premiums grew at a 29.2% CAGR
between 2003 and 2008. The US$48.9 billion in premiums written by the Indian life insurance sector in 2008
implied a global market share of 2.0% and 13.6% in an Asian Pacific context. India’s exceptionally strong growth in
industry premiums, which is the highest in the region, is primarily due to new entrants ramping up their franchise
expansion. Prudential believes that India’s long-term life insurance market growth prospects remain exceptional in
view of the ongoing rapid development of the Indian economy.

There were approximately 23 life insurance companies in the Indian life insurance market as of 31 March 2009. The
following table sets forth the top four private life insurance companies in India by market share of weighted first-
year premium in 2009 based on data published by the Insurance Regulatory and Development Authority:

Company Rank by Market Share
ICICI Prudential . . . .. ... .. e 1
SBI Life. ... 2
Bajaj Allianz Life . . .. ... .. .. 3
Reliance Life .. ... .. . .. 4

China

With life insurance premiums of approximately US$95.8 billion in 2008, the Chinese life insurance market is the
largest in the Asia Pacific region and the sixth largest in the world. China’s life insurance market has recorded
significant growth in recent years, with total premiums increasing at a CAGR of 24.2% between 2003 and 2008.
Prudential believes that China’s large economy (the third largest in the world in terms of GDP), recent economic
growth (GDP grew at a CAGR of approximately 25.1% from 2003 to 2008) and large population (19.8% of the
world’s total as of 31 December 2008) combined with the life insurance market’s recent premium growth and
penetration rate (2.2% in 2008), suggest a large life insurance market with significant growth opportunities.

China’s life insurance market is currently dominated by five domestic Chinese life insurance companies that
collectively held an aggregate market share of almost 79% of life insurance premiums in 2009. Foreign life
insurance companies held an aggregate market share of approximately 5% of life insurance premiums in 2009
according to data published by the China Insurance Regulatory Commission. The following table sets forth the top
five foreign life insurance companies by market share of weighted first-year premiums in 2009 based on data
published by the National Insurance Industry Communication Club of China:

Company Rank by Market Share
ATA GIOUD . o ot 1
Aviva COFCO . ... 2
Hua Tai . ... 3
CITIC-Prudential . . ... ... ... e 4
Metlife . . . ... 5
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Korea

With approximately US$66.4 billion in life insurance premiums in the 12 months ended 31 March 2009, the Korean
life insurance market is the eighth largest in the world and the second largest in the Asia Pacific region. Life
insurance premiums grew at a CAGR of approximately 9.6% between 31 March 2003 and 31 March 2009.
Prudential believes that the size of the market, together with its penetration rate (8.0% in the 12 months ended
31 March 2009) and density rate (over US$1,300 in the 12 months ended 31 March 2009), suggest a developed life
insurance market within the region with a demonstrated customer demand for insurance products.

There were approximately 22 life insurance companies in the Korean life insurance market as of 31 December 2008.

The Philippines

With life insurance premiums of approximately US$1.4 billion in 2008, the Philippines’ life insurance market is the
eleventh largest in the Asia Pacific region. Life insurance premiums grew at a CAGR of 15.6% from 2003 to 2008.
Prudential believes that the market’s low penetration rate (0.9% in 2008) and density rate (approximately US$16 in
2008) suggest a life insurance market in the early stages of development with significant growth opportunities.

The following table sets forth the top five life insurance companies in 2008 in the Philippines for weighted first year
premiums:

Company Rank by Market Share
Philamlife. . . ... ... 1
Sunlife . . ... 2
Pru Life . . .. 3
Insular Life ... ... ... .. . . . 4
A XA e 5

Source: These ratings have been derived internally by Prudential from publicly available results released by the companies listed above.
Indonesia

Indonesia’s life insurance market is the tenth largest in the Asia Pacific region, with approximately US$4.7 billion
of life insurance premiums in 2008. Indonesia’s life insurance market has recorded significant growth in recent
years, with life insurance premiums increasing at a CAGR of 27.9% between 2003 and 2008. Prudential believes
that this recent premium growth coupled with the country’s large population (fourth largest in the world) and low
penetration rate (0.9% in 2008) and density rate (approximately US$20 in 2008) suggest a developing life insurance
market with strong growth opportunities.

The following table sets forth the ranking of the top five life insurance companies in Indonesia and AIA based on
weighted first year premiums in 2009 based on data published by the Life Insurance Association of Indonesia:

Company Rank by Market Share
Prudential Group . ... ... 1
Bumputera 1912 . .. .. 2
Mega Life .. ... ... 3
Allianz Life Indonesia .. .......... ... . ... . . . . . e 4
AXA GIOUD . o oot 5
AL A 7
Taiwan

With approximately US$52.7 billion of life insurance premiums in 2008, Taiwan’s life insurance market is the third
largest in the Asia Pacific region and the ninth largest in the world. Life insurance premiums grew at a CAGR of
17.3% from 2003 to 2008. Prudential believes that the market’s penetration rate (13.3% in 2008) and density rate
(over US$2,200 in 2008) suggest that it is a developed market within the Asia Pacific region with a demonstrated
customer demand for life insurance products.

Vietnam

Vietnam’s life insurance market had approximately US$0.7 billion of life insurance premiums in 2008. Life
insurance premiums grew at a CAGR of 14.8% from 2003 to 2008. Prudential believes that the country’s growing
economy (GDP grew at a CAGR of approximately 18.8% from 2003 to 2008) and a population that is largely
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uninsured (0.7% penetration rate in 2008) suggest strong growth opportunities in the life insurance market despite
the challenges of distributing insurance products in a market in which only 28% of the population is urbanised.

The following table sets forth the top five life insurance companies in Vietnam based on weighted first year
premiums for 2009 based on data published by the Association of Vietnam Insurers:
Company Rank by Market share

Prudential Group. . . ... ..o
Bao Viet Life . ... ...
Manulife. . . ...
ACE Life . . ..
ATA GIoUP . . oot

DN AW N =

Australia

Australia’s life insurance market is the fifth largest in the Asia Pacific region, with approximately US$42.7 billion
of life insurance premiums in 2008. Life insurance premiums grew at a CAGR of 13.8% from 2003 to 2008. AIA
Australia focuses on the life risk insurance segment. This segment, which consists primarily of protection products
(as opposed to wealth, investment and superannuation products), had total premiums of approximately
US$6.8 billion in 2008. Prudential believes that the Australian life insurance market is a developed market within
the Asia Pacific region supported by a robust economic and regulatory framework, compulsory employer
contributions to Australia’s superannuation system (a pension system) and favourable tax treatment for individuals
purchasing life insurance products through the superannuation system (group insurance).

New Zealand

New Zealand’s life insurance market had approximately US$1.1 billion of life insurance premiums in 2008.
Prudential believes that the market is supported by a relatively developed economic framework and that it has a low
penetration rate (0.8% in 2008).

External competition

The competitive landscape across the Asia Pacific region differs widely by geographical market, reflecting differing
levels of market maturity and regulation. Prudential’s competitors include both the subsidiaries of global life insurers
and local domestic (including state-owned) entities. Subsidiaries of global life insurance groups that operate in the
Asia Pacific region tend to operate in multiple markets in the region, and some currently have top five market shares in
a small number of markets. The majority of local domestic life insurers in the Asia Pacific region remain focused on
their core home markets. The developed and liberalised markets of Hong Kong and Singapore are dominated by
subsidiaries and branches of global life insurance groups. The developing markets in South East Asia such as
Indonesia, Vietnam and the Philippines also see a high level of participation by global life insurance groups. The large
and relatively mature markets of Korea and Taiwan are dominated by local domestic insurers. In certain countries with
continued foreign ownership restrictions (such as China and India), the life insurance markets are dominated by local
domestic insurers or by joint venture entities between global insurance groups and local companies.

The global life insurers that are Prudential’s competitors in the Asia Pacific region include Allianz, Aviva, AXA
Asia Pacific, ING and Manulife. Other competitors relevant in one or two of Prudential’s key markets include
HSBC Life in Hong Kong, Korea Life, Kyobo Life and Samsung Life in Korea, Thai Life in Thailand, Great Eastern
in Singapore and Malaysia, and China Life, China Pacific and Ping An in China.

US

The US experienced relatively strong GDP growth throughout the period, with GDP in 2008 totalling US$14,265 billion
with a CAGR from 2003 to 2008 of 5.4%.

The following table sets forth key macroeconomic data for the US for the periods indicated.

CAGR
2003 2004 2005 2006 2007 2008 2003-8
GDP (USS$bn) . ................... 10,988 11,735 12,487 13,247 13,844 14,265 5.4%
Nominal GDP growth (%) .. ......... 4.8 6.8 6.4 6.1 4.5 3.0
GDP per capita (US$) .............. 37,864 40,133 42,343 44,423 46,009 46,893

Sources: Swiss Reinsurance Company: Sigma Reports No. 3/2004, No. 2/2005, No. 5/2006, No. 4/2007, No. 3/2008 and No. 3/2009;

Following the recent downturn in 2007, 2008 and the first half of 2009, the US economic growth solidified and
broadened in the second half of 2009. However, overall prospects remain uncertain. The US economic recovery is
expected to remain sluggish by past standards, as the forces driving it are to a certain extent temporary in nature,
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notably the exceptional fiscal stimuli put in place and the additional liquidity provided by the Federal Reserve to
support credit markets.

Strong growth prospects

Despite the uncertain economic situation, Prudential believes that the fundamentals of the US life and retirement
market remain strong.

The US retirement market is the largest in the world and is expected to grow significantly over the next 5 to 10 years,
underpinned by favourable demographic and socio-economic trends, as 78 million baby boomers (source: US
Census Bureau) are expected to reach retirement over the next 20 years and their retirement assets will shift from
asset accumulation to the phase of income distribution. There are already USS$2 trillion of assets generating
retirement income in the US — and this amount is forecast to rise to some US$7 trillion by 2029 (source: Tiburon
Strategic Advisers, LLC).

The following table sets forth certain life insurance premium and macroeconomic data for the United States for the
periods indicated.

Life insurance premiums Penetration Density
2008 Share CAGR GDP rate rate SaVlngS
2008 of world 2003-2008 2008 2008 2008 ___ rate
(US$bn) market in % (%) (US$bn) (%) (US$) 2008 (%)

UsS...... 578.2 23.2 3.8 14,265 4.1 1,901 5.8

Sources: Swiss Reinsurance Company: Sigma Reports No. 3/2004 and No. 3/2009 and Euromonitor International for savings rates

Life insurance premiums in the United States increased in recent years, growing at a CAGR of 3.8% from 2003 to
2008 (from US$481 billion in 2003 to US$578 billion in 2008). Including group pension 401(k) business, life
insurance penetration was 4.1% in 2008.

Market growth underpinned by demographic and socio-economic factors

The following table sets forth certain demographic data for the United States for the periods indicated.

Population aged 65 and

Population (mm) above

CAGR % population CAGR

2008 2003-2008 2008 2003-2008

US ............ 304.2 0.9 12.8 1.6

Sources: Euromonitor International for population above the age of 65; Swiss Reinsurance Company: Sigma Reports No. 3/2004 and
No. 3/2009 for total population

Market growth in the US is expected to be driven by the concentration of wealth in the older segments of the
population. Life expectancy has been increasing materially over the past decades, while at the same time average
retirement ages have fallen significantly. These trends led to a large increase in the average time individuals spend in
retirement, and, consequently, have increased the risk that individuals’ finances will be insufficient to cover the
costs of living in retirement.

Consumer sentiment shifting back to equity-linked products

The typical retail product offering in the US life insurance market consists of life and annuity products. Annuity
products are long-term individual retirement products, which offer tax-deferred accumulation on the funds invested
until proceeds are withdrawn from the policy. Annuities include fixed annuities (FA), fixed-index annuities (FIA)
and variable annuities (VA).

VA are tax-advantaged, deferred annuities where the rate of return depends upon the performance of the underlying
portfolio. They are used for asset accumulation in retirement planning and to provide income in retirement. VA
products are typically sold with guaranteed benefit options, which customers can elect and pay for.

There was a consumer shift from VA to FA and FIA products in 2008 and the first half of 2009 but this trend began to
reverse in the second half of 2009, and is expected to continue to reverse in 2010 and into the near future as equity
market sentiment gradually recovers.
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Quality and independent advice key to consumer choice

US life insurance companies typically market their retail products through independent agents, independent broker-
dealer firms, regional broker-dealers, wirehouses and banks, registered investment advisers as well as career
agencies.

In the US insurance market, over the past decades, independent distribution channels have significantly outpaced
traditional career agents and are expected to continue to grow in the future. In general, independent channels can
provide a broader range of products, although they typically sell products from only a handful of firms. While they
are not controlled by one firm and insurers tend to lose control over what they sell, independent channels are viewed
as more objective by consumers. This channel is less costly to insurers than a career channel due to the lower level of
support provided.

Recent economic turmoil caused disruption to annuity market

The recent economic turmoil has impacted on the competitive environment in the US life and retirement market.
Specifically, in the VA market, product supplier concentration has occurred as a result of the recent economic
events. What used to be a variable annuity market with around 15 major providers has contracted to a market with
currently only about five major providers. The combined VA market share of the top five VA providers increased
from 42.9% in full-year 2008 to 49.9% in full-year 2009 (Source: Morningstar Annuity Research Center).

Weaker and financially distressed competitors have been trying to restructure their business models by disposing of
assets and books of business as well as downsizing their cost bases.

Over the medium term, the perception of financial strength coupled with access to quality, advice-based distribution
and cost-effective technology, will continue to be key drivers of competitiveness in the US retirement market, along
with continued innovation in product design and speed to market.

Increasing regulatory scrutiny

The US market is facing increased regulatory scrutiny, and regulatory actions are expected to lead to increased
distribution costs due to the need for advisers to obtain securities licences, and decreasing adviser commissions
across the various channels.

Competition

The Prudential Group’s insurance operations in the US operate under the Jackson brand. Prudential is not affiliated
with Prudential Financial, Inc. or its subsidiary, The Prudential Insurance Company of America.

Jackson’s competitors in the United States include major stock and mutual insurance companies, mutual fund
organisations, banks and other financial services companies. National banks, in particular, may become more
significant competitors in the future for insurers who sell annuities, as a result of recent legislation, court decisions
and regulatory actions. Jackson’s principal life insurance company competitors in the United States include AXA
Financial Inc., Hartford Life Inc., Lincoln National, AIG, ING, MetLife, Prudential Financial and TIAA-CREF.

Jackson does not have a significant career agency sales force to distribute its annuity products in the United States
and, consequently, competes for distributors such as banks, broker-dealers and independent agents.

The following table sets forth the top five variable annuities providers in the US by market share in 2009 based on
data published by Morningstar (formerly VARDS):

Company Rank by Market Share
Prudential Financial. . . . ... ... 1
MetLife . .. e 2
TIAA-CREF . . . .. 3
JacKSON. . o 4
LincoIn . . .. 5
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The following table sets forth the top five fixed annuities providers in the US by market share in 2009 based on data
published by the Life Insurance and Market Research Association (“LIMRA”):

Company Rank by Market Share
NY Life . . 1
ALG 2
MetLife . ..o 3
AEGON . .. 4
Pacific Life. . . ... 5

The following table sets forth the top five fixed index annuities providers in the US by market share in 2009 based on
data published by AnnuitySpecs.com:

Company Rank by Market Share
ALLIANZ . . o 1

American EQUItY . . . . . .o
JacKSON . . o o

W B W N

UK

The UK life insurance market is characterised by an ageing population with a concentration of wealth in the mass
affluent and high net worth sectors. Distribution is currently dominated by intermediaries, though the
implementation of the FSA’s Retail Distribution Review may result in some realignment of the distribution
landscape. The EU Solvency II Directive, which sets out new principles of insurance regulation, may also have an
impact on the insurance industry in Europe.

Industry overview and trends

Significant life insurance market

The UK life insurance market generated US$342.8 billion of life insurance premiums in 2008, comprising 13.8% of
aggregate global life insurance premiums and making the UK the world’s third largest life insurance market. Life
insurance premiums in the UK grew at a CAGR of 17.2% from 2003 to 2008 while penetration increased from 8.9%
in 2003 to 12.8% in 2008.

The following table sets forth the key macroeconomic and life insurance market data for the UK for the periods
indicated.

Penetration Density Savings
Life insurance premiums GDP rate rate rate
2008 Share
2008 of world CAGR 2008 2008 2008
(US$bn) market (%) 2003-2008 (%) (US$bn) (%) (US$) 2008 (%)
UK ....... ... ... 342.8 13.8 17.2 2,677 12.8 5,582 -1.1

Sources: Swiss Reinsurance Company: Sigma Reports No. 3/2004 and No. 3/2009 and Euromonitor International for savings rate

Ageing population

Based on Office of National Statistics data on life expectancies and current population sizes, it is projected that there
will be a 16% increase in the number of people aged 60 and over by the end of 2018. This demographic trend affects
the cost of health care and pensions and there are likely to be growing changes in the concept of work and retirement
in the future, with people working longer and phased or partial retirement becoming more commonplace.

Prudential believes that this trend towards an ageing population may result in increased demand for retirement
products, notably annuities.
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The following table sets forth certain demographic data for the United Kingdom for the periods indicated.

Population (mm)
% Change % Change

Age Group 2008 2018 2028 2008-2018 2008-2028
0-14 . . 10.8 115 119 6% 10%
15-29 123 123 123 0% 0%
30-44 . o 13.0 128 142 -2% 9%
A5-50 11.8 132 122 12% 3%
60-74 . . 88 100 114 14% 30%
4 4.8 5.8 7.9 21% 65%
ALl ages . ..o 614 656 69.8 7% 14%

Source: UK Office of National Statistics: National Population Projections 2008-based

Low savings rates and high levels of consumer debt

In January 2010, average household debt was £8,939 excluding mortgage debt, and £58,040 including mortgage
debt. The following table shows the household savings rates in the UK for the periods indicated.

2003 2004 2005 2006 2007 2008
Household savings ratio (%) ... ..., 3 0.7 1.2 0.9 -1.7  -1.1

The household savings ratio is households’ saving as a percentage of total available households’ resources.

Source: Euromonitor International
Shift in responsibility for retirement provision towards individuals

As pension benefits offered by the state and companies become increasingly less generous, responsibility for saving
and retirement has shifted towards individuals. The level of the state pension has increased in line with inflation
rather than earnings and the age for pension entitlement will increase from 65 to 68 in 2024. Companies have
generally replaced defined benefit pension schemes with less generous defined contribution pension schemes,
whereby the individual bears investment risk. These developments, coupled with low personal savings rates, have
contributed to a significant ‘savings gap’.

Distribution trends

Intermediaries remain the dominant distribution channel in the life and pension market, with around 70% of the
market currently distributed through this channel. Financial advisers have tended to move upmarket to target the
high net worth and mass affluent segments of the market. The FSA’s Retail Distribution Review, which is expected
to be fully implemented in 2012, may prompt a realignment of the distribution landscape. It is still too early to
predict the full impact of the RDR but it is anticipated that it will result in a shake-up of the advisory sector with
many older IFAs, operating in smaller firms and focusing on a transactional ‘sales’ based approach, being forced
from the industry by a combination of the loss of commission, the requirement to undertake training and higher
capital requirements. Prudential has been preparing for the introduction of RDR for some time and is continuing to
work with the regulator, industry bodies and distributors on ways to help advisers make the transition to the new
environment.

Competition

Prudential’s principal competitors include many of the major stock and mutual retail financial services and fund
management companies operating in the United Kingdom. These companies include Aviva, Legal & General,
Standard Life, Resolution, Lloyds Banking Group, Aegon, AXA, Zurich Financial Services, Fidelity, Invesco,
Jupiter, Threadneedle and Schroders. The Enlarged Group will compete with other providers of financial products
to be included on financial advisers’ panels of preferred providers.

In the United Kingdom, the level of bonuses on the Prudential Group’s with-profits products is an important
competitive measure for attracting new business through financial advisers. The ability to declare competitive
bonuses depends, in part, on a company’s financial strength, which enables it to adopt an investment approach with
a higher weighting in equities and real estate and allows it to smooth the fluctuations in investment performance
upon which bonuses are based.
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Asset Management

The average profit margin in the asset management industry across 32 major markets representing more than 95% of
the global asset management market, fell from 38% of net revenues at the end of 2007 to 34% at the end of 2008—
the lowest in 4 years. The economic environment has improved in the second half of 2009 and Prudential believes
there are grounds for cautious optimism.

UK and European asset management market and trends

According to McKinsey Asset Management Survey 2009, the Western European asset management market is the
second largest in the world, and in ‘normal’ markets is expected to grow at 4% per annum on average to 2014.

According to The Boston Consulting Group (BCG) Asset Management Survey 2009, the industry is polarised, with
growth expected only for:

e passively managed products, including Exchange Traded Funds (ETFs), where it is a game of scale because of
the minute (and shrinking) margins;

e active long-only houses that can demonstrate a track record of sustained out-performance in the long term; and
e innovative products, like guaranteed products and hedge funds.

On the other hand, traditional actively managed funds with average performance have the lowest growth prospects
over the period 2008-2012 and will be under margin pressure.

In both the UK and Europe, changes are expected in the asset management market. In the UK the Retail Distribution
Review is expected to foster transparency of fees leading to an impartial advice model. In Europe, the trend appears
to be for banks to open their fund architecture. This presents a major opportunity for managers with well performing
funds in the right classes (e.g. M&G) who are able to obtain approval from the fund selectors of the banks. Another
key development is the Undertakings for Collective Investments in Transferable Securities (“UCITS”) IV
regulations. UCITS funds were very robust during the crisis and are becoming the default financial services
product, exportable across geographies.

M&G’s principal competitors are the main fund management companies operating in the United Kingdom and
Europe. These companies include Fidelity, Invesco Perpetual, Jupiter, Threadneedle, Schroders, Legal and General
Investment Management, Standard Life Investments and BlackRock.

Asian asset management and market trends

The total asset management market in Asia ex-Japan is £800 billion with retail accounting for 54% of assets under
management and 70% of pre-tax profit at the end of 2008. The retail and high net worth investors markets are
expected to grow at 10-20% per year in Asia ex-Japan as a whole, driven by favourable socio-economic trends.
Specifically, high economic growth and savings rates coupled with low penetration of mutual funds as a share of
household financial assets compared to Europe. Margins in Asia are expected to continue to be higher than the rest
of the world.

Across the region, banks currently dominate fund distribution and it is expected that they will continue to remain the
largest channel for the foreseeable future. Overall, the market distribution mix in 2010 is expected to remain largely
the same as 2009, with banks accounting for the majority of sales in most markets (e.g. 75% in China, 75% in
Hong Kong, 56% in Thailand (in 2008), 62% in Singapore, 52% in Japan), brokers keeping a large share in Korea
(50%), Japan (46%) and India (40%) and IFAs and other channels strong in Taiwan (58%), India (29%) and to a
lesser extent in Singapore (13%).

Asia was traditionally an actively managed funds environment, but over the last 2-3 years ETFs have had strong
growth, in excess of 20% per year, and this growth trend may continue.
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PART VII

INFORMATION ABOUT THE PRUDENTIAL GROUP

Unless otherwise indicated, the financial data set out in this Part VII has been extracted without material adjustment
from the historical financial information for the Prudential Group as reported on by KPMG Audit Plc set out in
Part XIV of this prospectus or from the Prudential Group’s unaudited accounting records, operating systems and
other information prepared by Prudential.

1. Overview

The Prudential Group is a large global financial services group, providing retail financial services in the United
Kingdom, the United States and Asia. It has been in existence for over 160 years and has £290 billion in assets under
management (as at 31 December 2009). Prudential is not affiliated with Prudential Financial, Inc. or its subsidiary,
The Prudential Insurance Company of America.

The Prudential Group is structured around four main business units: Prudential Corporation Asia, Jackson,
Prudential UK insurance operations and M&G. These are supported by central functions which are responsible
for Prudential Group strategy, cash and capital management, leadership development and succession, reputation
management and other core group functions.

Prudential Corporation Asia’s core business is life insurance, health and protection, either attached to a life policy or on a
standalone basis, and mutual funds. It also provides selected personal lines property and casualty insurance, group
insurance, institutional fund management and consumer finance (Vietnam only). The product range offered is tailored to
suit the individual country markets. Insurance products are distributed mainly through an agency salesforce together with
selected banks, while the majority of mutual funds are sold through banks and brokers. Joint venture partners are
mandatory in some markets: for example, the life insurance operation in China is a 50% equity joint venture with CITIC,
in India the Prudential Group has a 26% equity stake in a joint venture with ICICI and in Malaysia its Takaful business is
a 70% equity joint venture with Bank Simpanan Nasional. In the fund management business Prudential Group holds a
49% equity stake in a joint venture with ICICI, in China it has a 49% equity stake in a joint venture with CITIC and in
Hong Kong it has a 36% equity stake in a joint venture with Bank of China International.

As at 31 December 2009, Prudential Corporation Asia had:
e over 15 million customers in 28 businesses spread across 13 countries;

» distribution relationships with over 75 institutions across Asia including SCB, E-Sun Bank and joint venture
partners ICICI in India and CITIC in China;

e one of the largest networks of tied agents, comprising over 410,000 agents; and

e consistently high brand recognition, outperforming many other financial services companies and had received
multiple awards for its customer service.

In the United States, the Prudential Group offers a range of products through Jackson, including fixed, fixed index
and variable annuities; life insurance; guaranteed investment contracts; and funding agreements. Jackson
distributes these products through independent insurance agents; securities broker-dealers; registered investment
advisers; a small captive agency channel, consisting of approximately 100 life insurance agents; and banks, credit
unions and other financial institutions.

Jackson also offers fee-based separately managed accounts and investment products through Curian Capital, LLC,
which is Jackson’s registered investment adviser.

As at 31 December 2009, in the United States, Jackson:

« was among the 20 largest life insurance companies in terms of General Account assets“*®;

e was ranked 4" in total annuity sales in 2009, up from 11" in 2008(47);

e was ranked the top insurance company for overall sales support satisfaction in the Financial Research
Corporation’s Adviser Insight Series on market effectiveness™®;

(46) Source: Statutory financial data per National Underwriter Insurance Data Services from Highline Data, rankings as at 30 September 2009,
latest rankings available.

(47) Source: Life Insurance and Market Research Association.

(48) Source: Adviser Insight Marketing Effectiveness, 2009
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e was once again rated as a “World Class’ service provider for the fifth successive year by Service Quality
Measurement Group*”; and

e completed a record sales year with total annual premium equivalent (“APE”) retail sales of £912 million, the
highest level in Jackson history.

As at 31 March 2010, Jackson was rated Al (negative outlook) by Moody’s, AA (negative watch) by Standard &
Poor’s and Fitch and A+ (under review - negative) by AM Best.

In the United Kingdom, the Prudential Group offers a range of retail financial products and services, including long-
term insurance and asset accumulation and retirement income products (life insurance, pensions and pension
annuities), retail investment and unit trust products, and fund management services. The Prudential Group in the
United Kingdom primarily distributes these products through financial advisers, partnership agreements with banks
and other financial institutions, and direct marketing, by telephone, mail, internet and face-to-face advisers.

As at 31 December 2009, the Prudential Group in the United Kingdom:
+ was one of the market leaders in the individual annuity market and the with-profits market®”;

e was awarded two Five-Star awards at the Financial Adviser Service Awards in the Life and Pensions and
Investments categories; and

e was named “Best Annuity Provider” at the 2010 Professional Adviser Awards; and

e delivered top-quartile investment performance in 38% of M&G’s retail funds in the three years to
December 2009°".

As at 31 March 2010, the financial strength of PAC was rated Aa2 (negative outlook) by Moody’s, AA (negative
watch) by Standard & Poor’s and AA+ (negative watch) by Fitch.

2. History and development

The Prudential Group has been writing life assurance policies in the United Kingdom for over 160 years. It has had
one of the largest long-term funds in the United Kingdom for over a century. The Prudential Group expanded its
business into British Commonwealth countries, including Singapore and Malaysia in the 1920s and 1930s. In 1986,
the Prudential Group acquired Jackson National Life Insurance Company, a US insurance company writing life and
fixed annuity business. A group strategy review in the early 1990s identified significant opportunities for the
Prudential Group in the Asian life sector and Prudential Corporation Asia was established in 1994 to develop a
material and profitable Asian business. In 1999, the Prudential Group acquired M&G, a leading UK fund manager.
In June 2000, Prudential completed its listing of ADRs on the New York Stock Exchange.

In March 2010, the Prudential Group contributed significantly to the achievement of its strategic objective to focus
on Asian growth when it reached an agreement with AIG, on terms for the combination of the Prudential Group and
the AIA Group. The Acquisition will be effected (by way of the Scheme) through the acquisition of both Prudential
and AIA by a new company, New Prudential.

3. Strengths and strategy

The Prudential Group aims to deliver growth in shareholder value across three continents and different economies,
in different stages of development, focusing on the most profitable opportunities in the pre- and post- retirement
sector. The Prudential Group has sought to achieve this by maintaining a strong discipline in relation to profitable
new business growth in the long term. As a result, the Prudential Group has delivered a strong performance even
during the recent testing market conditions.

The Prudential Group’s principal strengths include:

* financial strength;

e proven operational expertise and excellence, in distinct economies, across the world,;
e prudent management of capital resources;

e investment and risk management skills;

e geographic spread;

e the Prudential Group’s brands;

(49) Source: Service Quality Measurement Group
(50) Source: Association of British Insurers (“ABI”)

(51) Source: Morningstar
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e product innovation; and
e distribution expertise.

The Prudential Group’s strategy is to profitably meet its customers’ changing needs for savings, income and
protection in its chosen markets. By maintaining focus and discipline in the implementation of this strategy, and by
allocating capital to the most attractive opportunities, the Prudential Group believes it is able to generate sustainable
and differentiated value for shareholders.

Through the Prudential Group’s international, selective and disciplined approach, it seeks to maintain a diverse
portfolio of businesses, which embrace countries at different stages of development, but which share one key
attribute: the opportunity for the Prudential Group to build a market-leading operation with prospects for
sustainable, long-term, profitable growth and a superior rate of return on capital. The Prudential Group’s financial
strength is fundamental to its strategy and it has combined a disciplined approach to risk management with targeted
group-wide actions to grow and protect its capital.

A key part of the Prudential Group’s growth strategy and differentiation from its competitors is its presence in Asia,
which includes 28 businesses that are spread over 13 countries. Its approach to Asia is intended to be highly
sophisticated and discriminating in terms of product offering, distribution and branding.

Asia is complex and its economies differ significantly, with varying levels of economic development, from the
OECD members, the significant potential of India and China, the dynamic city states of Singapore and Hong Kong,
to the fast-growing markets of South East Asia such as Indonesia, Vietnam and Malaysia.

In the US, which remains the world’s largest retirement market, the Prudential Group aims to continue to focus on
building its share of the expanding and cash-generative annuities market. The Prudential Group aims to build on its
progress in the US by maintaining focus on value over volume, with a particular emphasis on variable annuity
products, continuing to target the most profitable business. It will also look to diversify earnings growth and
capitalise on its scaleable platform by making bolt-on acquisitions of closed books, when suitable opportunities
emerge.

In the UK, the strategy remains to focus rigorously on balancing new business with cash and capital preservation,
with the aim of generating surplus capital for investment group-wide that delivers significantly higher returns than
in the UK. The UK business continues to use its strong brand heritage and customer franchise and provides a good
foundation for the group-wide strategy.

The strategy for the asset management businesses in the UK and Asia is to continue to capitalise on their strong
investment track record and trusted brands. Asset management is a core competence of the Prudential Group and is a
key component of its strategy, providing a reliable source of cash and high quality profits.

4. Prudential Group’s business today

4.1 Asian business — life insurance

Market Overview

Asia has attractive growth opportunities due to its current high levels of economic activity in the Prudential Group’s
target markets that are translating into higher levels of personal wealth, greater disposable incomes, higher savings
rates and a growing appetite for good quality protection and savings products. Traditionally, older people have
relied on their children to provide for them, but within just one generation this is expected to be far less common.
Demographic shifts towards an increasingly ageing population are also beginning to drive increased household
savings rates and an increasing need for healthcare and retirement solutions.

Asian governments are actively encouraging the development of a strong, dynamic private sector to meet people’s
growing need for financial solutions.

Consequently, Asia’s life insurance markets can appear very attractive to US and European insurers. However, there
are some formidable barriers to successful entry, including entrenched incumbents, unfamiliar regulations, language
and cultural differences, mandatory domestic partners in some markets and a shortage of experienced staff.

Introduction

The Prudential Group’s current strategy in Asia is to leverage its platform to generate further shareholder value by
continuing to increase the scale of its operations. This is reflected in the following strategic commitments: further
increasing agency scale and productivity, continuing to build distribution through partnerships, an increased focus
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on health and protection and retirement products, further developing direct marketing channels and up-sell and
cross-selling capabilities.

The Prudential Group was an early mover in recognising the long-term growth potential in the Asian insurance
industry. From the presence it established in Asia in the 1920s, it has created a business in the region that holds
market-leading positions in the world’s most populous and dynamic economies. Prudential is one of the leading
foreign companies or joint ventures in seven of its 12 life markets.®%

The Prudential Group’s operations in Asia are unified under the ‘Prudence’ face icon. This icon has a consistently
high recognition rate, outperforming other financial service companies in the region. The Prudential Group operates
distinct life insurance businesses in 12 markets. These are all managed by local teams, with strategic leadership and
technical support provided by the regional team (based in Hong Kong). Opportunities are taken to leverage
synergies and best practices around the region, and from the wider Prudential Group, particularly in areas such as
product development, distribution channel management and asset liability practices. The Asian businesses operate
with common principles and within a regionally managed risk framework. The Prudential Group consistently wins
industry awards for the quality of its operations in Asia, including its customer service.

Underpinning the Prudential Group’s success in the region is the breadth and depth of its management teams and
staff. These comprise a combination of market-leading international specialists and the best local talent.

Although externally the highest profile measure of success is new business volumes and how this translates into
market share, the Prudential Group’s internal focus is on EEV new business profit, as opposed to these volume
measures. The Prudential Group’s business in Asia maintains strict financial discipline to ensure that there is always
a strong correlation between business volumes and the value generated, as reflected in the shareholders’ embedded
value metrics. As the scale of the Prudential Group’s business in Asia continues to increase, as evidenced by the
increase in embedded value before acquired goodwill from £5.3 billion at 31 December 2008 to £5.8 billion at
31 December 2009, there is a greater focus on demonstrating the emergence of this value in terms of distributable
IFRS profits and cash.

Given the current economic climate, a thorough review has been undertaken of all the operations’ solvency
positions from the local regulatory and the IGD perspectives. Optimising capital efficiency from the Prudential
Group’s perspective has always been a priority, and with the recent market turbulence across the world, the
Prudential Group continued to pay particular attention to this during 2009.

Disposal of PCA Life Taiwan’s agency business

When the Prudential Group entered the Taiwanese market in 1999, traditional “compulsory dividend” life policies
were the only type of savings and protection policy permitted by the regulator. These policies are unique to Taiwan
and have claims, guaranteed surrender values and local statutory reserves calculated on a prescribed actuarial basis,
which includes an underlying interest rate assumption based on two-year interest rates at the time the policy is sold.

The Prudential Group’s acquisition of Chinfon Life in 1999 included a back book with interest rate assumptions at
around 6.5% and expected liability duration of 30 to 40 years. Since then interest rates in Taiwan have declined and
stood at just 1.4% at 31 December 2008. Under the local solvency rules, the related provisions can be offset by
profits generated from new business, which was an important consideration in introducing a unit-linked business in
2002. The net cash strain the Prudential Group experienced from this back book was running at the rate of around
£50 million per annum.

However, the Prudential Group is domiciled in the EU and therefore is subject to the requirements of the EU’s
Insurance Groups Directive (“IGD”) when assessing solvency. The Prudential Group saw an opportunity to
materially improve its capital position by releasing the economic capital supporting the Taiwan back book.
Therefore on 20 February 2009, the Prudential Group announced that it had agreed to transfer the assets and
liabilities derived from its agency distribution channel, including the back book, to China Life Insurance Ltd
(Taiwan). The disposal which was completed on 19 June 2009 led to a one-off negative IFRS shareholders’ funds
impact of approximately £600 million after restructuring costs but increased the Prudential Group’s IGD solvency
position by approximately £800 million.

The Prudential Group remains an active and committed player in the Taiwanese life insurance market through its
successful bancassurance, direct marketing and other non-agency distribution channels. Bank and direct sales in
Taiwan, measured on an APE basis, grew by 84% in 2009 to £107 million.

(52) Market share rankings are shown in section 8 of Part VI of this prospectus.
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Distribution

Agency is the primary distribution channel in most Asian markets and for the Prudential Group the agency force
generated 63% of new business volumes in 2009. Success in agency distribution requires building and maintaining
meaningful scale in terms of agent numbers together with managing agent training and sales practices that drive
agency productivity.

As at the end of 2009, the Prudential Group had approximately 410,000 agents, only marginally below the 413,000
number for 2008 (excluding Taiwan). Throughout 2009 agent activity remained at 2008 levels, a testament to how
this distribution channel has been managed amid a challenging environment, in which the Prudential Group
continued to focus on maintaining a professional and productive agency force with the discipline to terminate agents
not meeting specific performance criteria.

Average premiums per policy in 2009 declined from 2008 levels as the proportion of sales derived from health and
protection products increased (while these products have high new business margins, they tend to have lower average
premiums). More recently the trend for average premiums per case reflects a return to 2008’s pre-crisis levels.

The Prudential Group complements its agency distribution in the region with a number of distribution agreements
with leading banks and brokers. The strategy for bank distribution, which accounted for 24% of APE sales in 2009,
does not rely on a single approach, with bank staff (relationship managers) selling insurance products as well as
deploying a trained and specialised sales force within the bank branches. These Financial Service Consultants
(“FSCs”) are managed to quality and productivity standards, and they are rewarded for results. During 2009, sales
from FSCs accounted for 60% of the region’s new business from the bank channel. Overall, the bank channel grew
13% in 2009.

During 2008 and in early 2009 the Prudential Group expanded and extended its bank distribution agreement with
SCB. The Prudential Group now works with SCB in nine markets.

On 6 January 2010, the Prudential Group announced an agreement to acquire UOB Life Assurance Limited in
Singapore. The total consideration was SGD428 million (approximately £192 million). As part of this transaction
the Prudential Group also entered into a long-term strategic partnership to develop a major regional bancassurance
business with UOB. Through this partnership, the Prudential Group’s life insurance products are now being
distributed through UOB Group’s bank branches across Singapore, Indonesia and Thailand.

On 15 January 2010 the Prudential Group’s Japanese insurance subsidiary announced the suspension of the
underwriting of new policyholder contracts post 15 February 2010. This decision will be reviewed on an ongoing
basis in the light of changes to the business environment. The Prudential Group reinforced its commitment to
honouring all existing policyholder contracts and providing policyholders with an appropriate level of customer
service. Measures have been taken to ensure there is adequate staff and supporting infrastructure for customer
servicing, taking into account that the company closed its proprietary distribution channel in 2006 and since then
has been working with third party distributors only.

This suspension does not affect the Prudential Group’s asset management business in Japan, which is a separate
entity from the insurance business with its own operating platform and distribution networks. The Prudential Group
does not expect any significant impact on its asset management business.

Products

The life insurance products offered by Prudential Corporation Asia include a range of with-profits (participating)
and non-participating term, whole life endowment and unit-linked policies. The Prudential Group also offers health,
disablement, critical illness and accident cover to supplement its core life products. The Prudential Group’s business
in Asia has a high proportion of regular premium mode products that provide both savings and protection benefits.
In 2009, the new business profit mix was 56% health and protection products, 31% unit-linked and 13% non-linked
products. At the end of 2009 Prudential Corporation Asia offered health and protection products in all of its markets
and unit-linked products in 11 of the 12 countries, the exception being Thailand as the regulation permitting unit-
linked products only came into place in 2009.

Unit-linked products combine savings with protection, with the cash value of the policy depending on the value of
the underlying unitised funds. Participating products provide savings with protection where the basic sum assured
can be enhanced by a profit share (or bonus) from the underlying fund as determined at the discretion of the insurer.
Non-participating products offer savings with protection where the benefits are guaranteed or determined by a set of
defined market-related parameters. Health and protection products provide mortality or morbidity benefits and
include health, disablement, critical illness and accident covers. Health and protection products are commonly
offered as supplements to main life policies but can also be sold separately.

77


%%TRANSMSG*** Transmitting Job: U08507 PCN: 077000000 ***%%PCMSG|77     |00049|Yes|No|05/14/2010 12:47|0|0|Page is valid, no graphics -- Color: D|


The profits from participating policies are shared between the policyholder and insurer (typically in a 90:10 ratio) in
the same way as with-profits business in the United Kingdom as detailed under the heading “with-profits products”
in section 4.4 below. Under unit-linked products the profits that arise from managing the policy, its investments and
the insurance risk accrue entirely to shareholders, with investment gains accruing to the policyholder within the
underlying unitised fund. The profits from health and protection and non-participating products consist of any
surplus remaining after paying policy benefits.

The Prudential Group has implemented a structured and disciplined approach to expanding its health and protection
portfolio with the local businesses supported by a regional team with sales management, product development,
underwriting, claims, operations and business development expertise. Underwriting processes have been re-
engineered to improve customer service and claims turnaround has been enhanced while quotation systems have
been upgraded to inform agents of the availability of appropriate health riders e.g. augmenting a core life policy
with critical illness cover.

Critical factors in the Prudential Group’s success in health and protection include integrating the product initiatives
with the distribution channels and tailoring sales support activities to the sales force. For example, health products
have been incorporated into agency incentive programmes and a standalone healthcare product was launched into
the SCB channel with simplified underwriting and compelling media campaigns to capture direct business and
provide leads for other channels.

In Malaysia and Indonesia, the Prudential Group also offers life insurance policies that are constructed to comply
with Islamic principles, known as Takaful. The main principles are that policyholders co-operate among themselves
for the common good, uncertainty is eliminated in respect of subscription and compensation and there is no
investment in prohibited areas such as gambling or alcohol.

Asia’s growing and increasingly urban middle class population face a growing need for financial advice and products
to help people save for retirement, secure an income during retirement and protect their financial well-being
throughout life. The Prudential Group has already taken a lead in raising the awareness of the need for retirement
financial planning through the “What’s Your Number?’ campaigns, and the retirement planning message continues to
be reinforced through fully integrated marketing and promotional materials and refreshed product ranges.

New business premiums

In 20009, total sales of insurance products were £2,019 million, down 17% from 2008 (£2,422 million excluding
Taiwan agency). Of this amount, regular premium insurance sales increased 9% to £1,177 million and single
premium insurance sales decreased 37% to £842 million.

The following table shows the Prudential Group’s Asian life insurance new business premiums by territory for the
periods indicated. In this table, “Other Countries” includes Thailand, the Philippines and Vietnam.

2007 2008 2009

£m £m £m

SINGAPOTE . . . vttt et e e e 660 419 395
Hong Kong. . ... e 618 661 326
Malaysia. . . .. e 119 127 203
Taiwan (excluding Taiwan agency) . ... ... ... .ottt 31 91 201
Japan . ... 144 145 103
KOrea . . o 420 289 156
China (the Prudential Group’s 50% interest in joint venture with CITIC) ......... 69 95 110
Indonesia . ... ... 227 261 227
India (the Prudential Group’s 26% interest in joint venture with ICICI). . ....... .. 203 262 210
Other COUNTIIES . . . . o oottt e et 91 72 88
Total 2,582 2422 2,019

4.2 Asian business — asset management

The Prudential Group’s Asian asset management business manages funds for the Prudential Group’s Asian and UK Life
businesses. It further supports the Asian Life business with the design of funds for investment-linked products.

In addition, the Prudential Group’s Asian asset management business runs a sizeable third-party client business
which accounts for 46% of its funds under management as at 31 December 2009. Today it has retail operations in ten
markets. During 2009 in China, CITIC-Prudential was awarded the Qualified Domestic Institutional Investors
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(“QDII”) licence, and in Malaysia, Asia Asset Management launched Prudential Al-Wara as its new Islamic fund
management subsidiary.

The mutual fund industry continues to diversify its investments, with expectations being for a significant increase in
net flows over the coming years. Bank distribution continues to dominate in most markets in Asia, with the
Prudential Group having established strong relationships with both regional and local banks and placing significant
emphasis on providing good service. The Prudential Group’s Asian asset management business is also growing its
third party institutional and pension fund management business.

Distribution

In order to capitalise on the exciting and sizeable opportunities in Asia’s retail financial services market, the
Prudential Group’s Asian asset management business maintained its focus on building a strong third-party customer
retail franchise. The customer proposition is driven by the Prudential Group’s strong investment capabilities, which
enable it to develop innovative product suites, and distribute them through diverse channels including regional
banks, local banks, private banks, and securities houses and an internal sales force. The Prudential Group’s Asian
asset management business has become one of the largest and most successful domestic asset management
companies in the region, as demonstrated by the fact that the Prudential Group occupies a number of top ten market
share positions in the markets in which it operates and the fact that a significant proportion of its funds are either in
the top-two quartiles or outperformed their benchmarks as of January 2010.

During 2009, the Prudential Group’s Asian asset management business continued to build its retail distribution
network across Asia. For example, in Japan, the business has successfully established distribution relationships with
mega distributors.

Products

The Prudential Group’s Asian asset management business offers mutual fund investment products in India, Taiwan,
Japan, Singapore, Malaysia, Hong Kong, Korea, Vietnam, China and United Arab Emirates, allowing customers to
participate in debt, equity, money market and alternative asset investments.

Fund innovation is essential for stimulating sales and gaining ‘shelf space’ with distributors. During 2009 fund
launches were curtailed reflecting the difficult market conditions; nevertheless, there were some notable successes:
in Dubai, the Prudential Group successfully raised £300 million (US$469 million) from a Qatar Fixed Maturity Plan
Series; £220 million (US$345 million) was raised from an equity fund in China; £109 million (US$170 million)
from a target return fund in India; and a new Brazil Fund, launched in Taiwan, raised £94 million (US$147 million).

The Prudential Group’s Asian asset management business levies transaction charges (initial and surrender
depending on the type of fund and the length of the investment) and also a service charge based on assets under
management. The charges vary by country and fund, with money market style funds generally having the lowest
charges and equity funds the highest.

Net flows and funds under management

The Prudential Group’s Asian asset management business’s total funds under management (“FUM”) as at 31 December
2009 were £42.4 billion. This included £4.2 billion of assets from the Prudential Group, £18.7 billion from Prudential
Corporation Asia’s life funds, and £19.5 billion from third-party customers. Compared to 2008, the overall FUM
increased by 22% (excluding the FUM related to the sold Taiwan agency business).

Third party net inflows were £2 billion in 2009, driven principally by money market funds in India, with strong net
equity inflows in Japan and the United Arab Emirates being offset by net outflows of equity funds in Korea and fixed
income funds in India.

4.3 US business

The Prudential Group conducts its US insurance operations through Jackson and its subsidiaries, including Curian
Capital, LLC, a registered investment adviser. The US operations also include PPM America, the Prudential
Group’s US internal and institutional fund manager, and the Prudential Group’s US broker-dealer operations
(National Planning Corporation, SII Investments, Inc., INVEST Financial Corporation and Investment Centers of
America, Inc.). At 31 December 2009, the Prudential Group’s US operations had more than 2.8 million policies and
contracts in effect and PPM America managed approximately £47 billion of assets. In 2009, new business premiums
totalled a record £8,909 million.
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US market overview

The United States is the world’s largest retirement savings market, and is continuing to grow rapidly. As 78 million
baby boomers®? reach retirement age, their retirement assets will be expected to shift from asset accumulation to
income distribution. There are already US$2 trillion of assets generating retirement income in the US — and this
amount is forecast to rise to approximately US$7 trillion by 2029,

During 2009, the US financial services industry continued to face an array of challenges. After the S&P 500 index
fell to a 12-year low in March, it rebounded and ended the year up 23.5% (compared to a 38.5% decline in 2008).
Governmental interest rates increased but remained at historic lows, and rating agencies downgraded the financial
strength ratings of many of the largest US insurance companies.

Further uncertainty arose early in 2009 as several companies scaled back their product offerings due to capital
constraints which, combined with the financial strength downgrades, caused consumers to question the long-term
financial stability of product providers. At the same time, tightening credit spreads and the rally in equity markets
throughout the last nine months of 2009 created more favourable market conditions for the sale of variable
annuities. These developments in the annuity market provided a competitive advantage to companies with strong
financial strength ratings and a relatively consistent product set.

Prudential’s US business, Jackson, benefited from this activity in the US annuity market, as customers are
increasingly seeking product providers that offer consistency, stability and financial strength. Jackson’s strategy
continues to target increasing volumes in variable annuities in line with the goal of capital preservation. As Jackson
focused on optimising the balance between new business profits and capital consumption, no institutional sales
were made during the full year of 20009.

Jackson National Life Insurance Company

Jackson is a leading provider of retirement income and savings solutions in the mass and mass-affluent segments of
the US market, primarily to those planning for retirement or in retirement already. It offers tools that help people
plan for their retirement, and offers products with specialised features and guarantees to meet customers’ needs. By
seeking to add value to both the representatives who sell Jackson products, and to their customers, Jackson has built
a strong position in the US retirement savings and income market with a more than nine-fold increase in variable
annuity sales from 2001 to 2009. Over the same period, Jackson improved its market share from 2.3% in 2001 to
5.9% in 2009 and moved from 17th in total annuity sales to 4th®>.

The success in the marketplace of Jackson continues to be driven by its industry-leading distribution organisation
and product innovation, coupled with its sound evaluation of product economics. The Prudential Group’s long-term
goals for Jackson include the continued and profitable expansion of its share of the US annuities and retail asset
management markets, which it plans to achieve by building on its strong position in the advice-based distribution
channels. Ongoing profitable growth in Jackson’s share of the US annuities market largely depends on the continued
enhancement and expansion of its existing product offering, increased penetration of existing distribution channels
and entry into new distribution channels, as well as opportunistic inorganic growth.

Jackson markets its retail products primarily through advice-based distribution channels, including independent
agents, independent broker dealer firms, regional broker dealers, banks and registered investment advisers. Jackson
also markets life insurance and fixed annuity products through its captive insurance agency, which is concentrated
in the south eastern United States.

The annuity industry is consolidating to the strongest players, and this consolidation has contributed to a substantial
increase in Jackson’s distribution relationships. Jackson experienced a large influx of new advisers in 2009,
increasing its licensed agent and registered representative count by more than 30,000 to 117,453, which has driven
significant increases in market share for Jackson, particularly in variable annuities. Jackson signed a distribution
agreement with Merrill Lynch, which began selling Jackson products in late 2009.

Many baby boomers are increasingly seeking advice to help them recover the losses suffered during the crisis. With strong
growth in its distribution relationships in advice-based channels, Jackson is well positioned to benefit from this trend.

Innovation in product design and speed to market continue to be key drivers of Jackson’s competitiveness in the
variable annuity market. High-quality and cost-effective technology has allowed Jackson to offer a comprehensive
product portfolio that can be customised to meet the needs of individual customers. Jackson offers products on an
unbundled basis, enabling customers to select those benefits that meet their unique financial requirements and to
pay only for those benefits they desire. In the Prudential Group’s view, leveraging this advantage is a more

(53) Source: US Census Bureau
(54) Source: Tiburon Strategic Advisers, LLC

(55) Source: Life Insurance and Market Research Association
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sustainable long-term strategy than competing on price: Jackson will not sacrifice product economics for a short-
term increase in market share.

During 2009, Jackson maintained its track record of continued product innovation by enhancing its variable annuity
product line through offering a bonus variable annuity and six new portfolio investment options. Jackson also
continued to modify its Guaranteed Minimum Withdrawal Benefits (“GMWB”).

The significant increase in new business in 2009, following the difficult market conditions in 2008, resulted in
higher call volumes to Jackson’s service centres. Despite this increased workload, Jackson continued to
demonstrate the ability to service investors’ and advisers’ needs accurately and efficiently, earning a World Class
certification for its Michigan call centre in the Service Quality Measurement Group’s (“SQM”) latest benchmarking
study of North American service centres. Historically, this World Class designation is earned by only 5% of service
centres. Furthermore, 2009 marked the fifth year that Jackson has achieved a World Class designation for customer
service. Jackson also earned SQM’s ‘Highest Customer Satisfaction by Industry’ award for having the highest rate
of customer satisfaction in the financial services industry. During 2009, Jackson created a series of educational
presentations and materials designed to address the concerns that advisers were facing in such a challenging
economic environment. In Financial Research Corporation’s 2009 Advisor Insight study, Jackson ranked number
one in overall adviser satisfaction with marketing effectiveness.

National Planning Holdings (“NPH”) is Jackson’s affiliated independent broker-dealer network. The business is
comprised of four broker-dealer firms, including National Planning Corporation, SII Investments, Inc., INVEST
Financial Corporation and Investment Centers of America, Inc. The US broker-dealer business continued to grow in
2009 through strong recruiting efforts. By utilising its high-quality, state-of-the-art technology, NPH’s advisers
receive the tools they need to operate their practices more efficiently. At the same time, through its relationship with
NPH, Jackson continues to benefit from an important retail distribution outlet, in addition to receiving valuable
insight into the needs of financial advisers and their clients.

Curian Capital LLC (“Curian”), Jackson’s registered investment adviser, provides innovative fee-based separately
managed accounts and investment products to advisers through a sophisticated technology platform. Curian
expands Jackson’s access to advisers and provides a complement to Jackson’s core annuity product lines.

Products

The following table shows total new business premiums in the United States by product line and distribution
channel for the periods indicated. Total new business premiums include deposits for investment contracts with
limited or no life contingencies.

Year ended 31 December
2007 2008 2009

£m £m £m
By Product
Annuities
Fixed annuities
INterest-Sensitive . . . ...t 481 1,629 915
Fixed index . . . ..o 447 501 1,433
Immediate . . ... ... 91 95 138
Variable annuities . . ... ... ... 4,554 3,491 6,389
Total ..o 5,573 5,716 8,875
Life insurance. . . . . ... e 26 31 34
Institutional products
GICs, funding agreements and Federal Home Loan Bank of Indianapolis (FHLBI)
AdVANCES . . . 408 560 —
Medium term note funding agreements. . . . ............ ... 527 634 —
Total . . oo 935 1,194 —
Total. . . 6,534 6,941 8,909
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Year ended 31 December
2007 2008 2009

£m £m £m

By Distribution Channel
Independent agents . . ... ... e 623 1,225 1,229
Bank ... 812 1,077 1,566
Broker-dealer . . ... ... .. e 4,153 3,428 6,099
Captive ageNtS . . . ..ottt e 10 16 15
Institutional products department . .. ........... .. ... 936 1,195 —
Total . .o 6,534 6,941 8,909

Annuities
Fixed annuities

Interest-sensitive annuities

In 2009, interest-sensitive fixed annuities accounted for 10% of total new business premiums and 24% of
policyholder liabilities of the US operations. These annuities, which allow for tax-deferred accumulation of funds,
are used for asset accumulation in retirement planning and for providing income in retirement and offer flexible
payout options. The contract holder pays Jackson a premium, which is credited to the contract holder’s account.
Periodically, interest is credited to the contract holder’s account and administrative charges are deducted, as
appropriate. On more than 90% of in-force business, Jackson may reset the interest rate on each contract
anniversary, subject to a guaranteed minimum, in line with state regulations. When the annuity matures, Jackson
either pays the contract holder the amount in the contract holder account or begins making payments to the contract
holder in the form of an immediate annuity product. This latter product is similar to a UK annuity in payment.

Fixed annuity policies are subject to early surrender charges for the first six to nine years of the contract. In addition,
the contract may be subject to a market value adjustment at the time of surrender. During the surrender charge
period, the contract holder may cancel the contract for the surrender value.

Jackson’s profits on fixed annuities arise primarily from the spread between the return it earns on investments and
the interest credited to the contract holder’s account (net of any surrender charges or market value adjustment) less
expenses.

Jackson’s fixed annuities continue to be a profitable book of business, benefiting from favourable spread income in
recent years. However, the fixed annuity portfolio could be impacted by the continued low interest rate environment
as lower crediting rates could result in increased surrenders and lower sales if customers seek alternative investment
opportunities.

Approximately 61% of the interest-sensitive fixed annuities Jackson wrote in 2009 provide for a market value
adjustment that could be positive or negative, on surrenders in the surrender period of the policy. This formula-based
adjustment approximates the change in value that assets supporting the product would realise as interest rates move
up or down. The minimum guaranteed rate is not affected by this adjustment.

Fixed index annuities

Fixed index annuities accounted for 16% of total new business premiums in 2009 and 10% of policyholder
liabilities of the US operations. Fixed index annuities are similar to fixed annuities in that the contract holder pays
Jackson a premium, which is credited to the contract holder’s account, and periodically, interest is credited to the
contract holder’s account and administrative charges are deducted, as appropriate. Jackson guarantees an annual
minimum interest rate, although actual interest credited may be higher and is linked to an equity index over its
indexed option period.

Jackson’s profit arises from the investment income earned and the fees charged on the contract, less the expenses
incurred, which include the costs of the guarantees, and the interest credited to the contract. Fixed index annuities
are subject to early surrender charges for the first 5 to 12 years of the contract. During the surrender charge period,
the contract holder may cancel the contract for the surrender value.

Fixed index annuities continue to be a profitable product, benefiting from favourable spread and the effective
management of equity risk. The fixed index book provides a natural offsetting equity exposure to the guarantees
issued in conjunction with Jackson’s variable annuity products, which allows for an efficient hedging of the net
equity exposure.
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Immediate annuities

In 2009, immediate annuities accounted for 2% of total new business premiums and 2% of policyholder liabilities of
the US operations. Immediate annuities guarantee a series of payments beginning within a year of purchase and
continuing over either a fixed period of years and/or the life of the policyholder. If the term is for the life of the
policyholder, then Jackson’s primary risk is mortality risk. This product is generally used to provide a guaranteed
amount of income for policyholders and is used both in planning for retirement and in retirement itself. The implicit
interest rate on these products is based on the market conditions that exist at the time the policy is issued and is
guaranteed for the term of the annuity.

Variable annuities

In 2009, variable annuities accounted for 72% of total new business premiums and 49% of policyholder liabilities of
the US operations. Variable annuities are tax-advantaged deferred annuities where the rate of return depends upon
the performance of the underlying portfolio, similar in principle to UK unit-linked products. They are also used for
asset accumulation in retirement planning and to provide income in retirement.

The contract holder can allocate the premiums between a variety of variable sub-accounts with a choice of fund
managers and/or a guaranteed fixed-rate option. The contract holder’s premiums allocated to the variable accounts
are held apart from Jackson’s general account assets, in a separate account, which is analogous to a unit-linked fund.
The value of the portion of the separate account allocated to variable sub-accounts fluctuates with the underlying
investments. Variable annuity policies are subject to early surrender charges for the first four to seven years of the
contract. During the surrender charge period, the contract holder may cancel the contract for the surrender value.
Jackson offers one variable annuity that has no surrender charges.

Jackson offers a choice of guaranteed benefit options within its variable annuity product portfolio, which customers
can elect and pay for. These include the guaranteed minimum death benefits (“GMDB”), which guarantees that,
upon death of the annuitant, the contract holder or beneficiary receives a minimum value regardless of past market
performance. These guaranteed death benefits might be expressed as the return of original premium, the highest
past anniversary value of the contract, or as the original premium accumulated at a fixed rate of interest. In addition,
there are three other types of guarantees: guaranteed minimum withdrawal benefits (“GMWB”), guaranteed
minimum accumulation benefits (“GMAB”) and guaranteed minimum income benefits (“GMIB”). GMWBs
provide a guaranteed return of the principal invested by allowing for periodic withdrawals that are limited to a
maximum percentage of the initial premium. One version of the GMWBs provides for a minimum annual
withdrawal amount that is guaranteed for the contract holder’s life without annuitisation. GMABs generally provide
a guarantee for a return of a certain amount of principal after a specified period. GMIBs provide for a minimum
level of benefits upon annuitisation regardless of the value of the investments underlying the contract at the time of
annuitisation. Due to the inability to economically hedge or reinsure new issues, GMIBs are no longer offered, with
existing coverage being reinsured with an unaffiliated reinsurer.

As the investment return on the separate account assets is attributed directly to the contract holders, Jackson’s profit
arises from the fees charged on the contracts, less the expenses incurred, which include the costs of guarantees.

In addition to being a profitable book of business in its own right, the variable annuity book also provides an
opportunity to utilise the offsetting equity risk among various lines of business to manage Jackson’s equity exposure
in a cost-effective fashion. Jackson believes that the internal management of equity risk coupled with the utilisation
of external derivative instruments where necessary, continues to provide a cost-effective method of managing equity
exposure.

Profits in the variable annuity book of business will continue to be subject to the impact of market movements both
on sales and allocations to the variable accounts and the effects of the economic hedging programme. While Jackson
hedges its risk on an economic basis, the nature and duration of the hedging instruments, which are recorded at fair
value through the income statement, will fluctuate and produce some accounting volatility. Jackson continues to
believe that, on a long-term economic basis, the equity exposure remains well managed. As evidence of Jackson’s
hedging programme, over the cumulative 24-month period of 2008 and 2009, which included a historic decline and
partial recovery of equity markets as well as significant interest rate movements, Jackson’s variable annuity
guaranteed benefits and related hedges resulted in a net operating loss of £7 million, after allowing for variable
annuity guarantee fees in the period.

Life insurance

Reflecting the competitive life insurance market and the overall trend towards asset accumulation products,
Jackson’s life insurance products accounted for less than 1% of the total new business premiums and 9% of
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policyholder liabilities of the US operations in 2009. Jackson sells several types of life insurance, including term
life, universal life and variable universal life. Term life provides protection for a defined period and a benefit that is
payable to a designated beneficiary upon death of the insured. Universal life provides permanent individual life
insurance for the life of the insured and includes a savings element. Variable universal life is a life insurance policy
that combines death benefit protection and the important tax advantages of life insurance with the long-term growth
potential of professionally managed investments. Jackson’s life insurance book has also delivered consistent
profitability, driven primarily by positive mortality and persistency experience.

Institutional products

Institutional products consist of guaranteed investment contracts (“GICs”), funding agreements, including
agreements issued in connection with participation in the Federal Home Loan Bank of Indianapolis (“FHLBI”)
programme, and medium term note funding agreements. During 2009, there was no new institutional business as the
company restricted sales in this business line in order to conserve and direct capital to higher margin variable
annuity business. As at 31 December 2009, institutional products accounted for 6% of policyholder liabilities of US
operations. The GICs are marketed by the institutional products department to defined contribution pension and
profit sharing retirement plans. Funding agreements are marketed to institutional investors, including corporate
cash accounts and securities lending funds, as well as money market funds, and are issued to the FHLBI in
connection with its programme. Three types of institutional products are offered:

e Traditional GICs;
e Funding agreements; and

e Medium term note funding agreements.

Traditional guaranteed investment contracts

Under a traditional GIC, the policyholder makes a lump sum deposit. Interest is paid on the deposited funds, usually
on a quarterly basis. The interest rate paid is fixed and is established when the contract is issued.

Traditional GICs have a specified term, usually two to three years, and typically provide for phased payouts.
Jackson tailors the scheduled payouts to meet the liquidity needs of the particular retirement plan. If deposited funds
are withdrawn earlier than scheduled, an adjustment is made that approximates a market value adjustment.

Jackson sells GICs to retirement plans, in particular 401(k) plans. The traditional GIC market is extremely
competitive. This is due in part to competition from synthetic GICs, which Jackson does not sell.

Funding agreements

Under a funding agreement, the policyholder either makes a lump sum deposit or makes specified periodic deposits.
Jackson agrees to pay a rate of interest, which may be fixed but which is usually a floating short-term interest rate
linked to an external index. Interest is paid quarterly to the policyholder. The average term for the funding
agreements is one to two years. At the end of the specified term, policyholders may re-deposit the principal in
another funding agreement. Jackson makes its profit on the spread between the yield on its investment and the
interest rate credited to policyholders.

Typically, brokerage accounts and money market mutual funds are required to invest a portion of their funds in cash
or cash equivalents to ensure sufficient liquidity to meet their customers’ requirements. The funding agreements
permit termination by the policyholder on 7 to 90 days’ notice, and thus qualify as cash equivalents for the clients’
purposes. There were no funding agreements terminable by the policyholder with less than 90 days’ notice
outstanding at 31 December 2009.

Jackson is a member of the FHLBI. Membership allows Jackson access to advances from FHLBI that are
collateralised by mortgage-related assets in Jackson’s investment portfolio. These advances are in the form of
funding agreements issued to FHLBI.

Medium term note funding agreements

Jackson has also established European and global medium-term note programmes. The notes offered may be
denominated in any currency with a fixed or floating interest rate. Notes are issued to institutional investors by a
special purpose vehicle and are secured by funding agreements issued by Jackson.
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Distribution and marketing

Jackson distributes products in all 50 states of the United States and in the District of Columbia, although not all
products are available in all states. Operations in the state of New York are conducted through a New York insurance
subsidiary.

Jackson focuses on independent distribution systems and supports its network of independent agents and advisers
with education and training programmes.

Independent agents and broker-dealers

Jackson’s subsidiary, Jackson National Life Distributors, LLC (“JNLD”), is the primary marketing and distribution
organisation for annuities and life insurance products. The insurance and fixed annuity products are distributed
through independent agents located throughout the United States. These approximately 21,000 appointed insurance
agents or brokers (as at 31 December 2009), who also may represent other companies, are supported by four
regional marketing divisions. JNLD generally deals directly with writing agents and brokers thereby eliminating
intermediaries, such as general agents. This distribution channel has enabled Jackson to generate significant
volumes of business on a low, variable cost basis. Jackson also provides agents with product information and sales
materials.

JNLD’s wholesalers meet directly with broker-dealers and financial planners and are supported by an extensive
internal sales staff. As at 31 December 2009, there were more than 780 active selling agreements with regional and
independent broker-dealer organisations throughout the United States, which provides Jackson access to nearly
65,000 appointed agents.

Jackson provides training for its broker-dealers and also provides them with product information and sales
materials.

Banks, credit unions and other financial institutions

Jackson’s Institutional Marketing Group distributes annuity and life insurance products through banks, credit
unions and other financial institutions and through third-party marketing organisations that serve these institutions.
Jackson is a leading provider of annuities offered through banks and credit unions and as at 31 December 2009 had
access to more than 12,500 financial institution representatives through existing relationships with banks and credit
unions. Jackson has established distribution relationships with medium-sized regional banks, which it believes are
unlikely to develop their own insurance product capability.

Independent broker-dealers

Jackson’s retail distribution is managed by the Prudential Group’s independent broker-dealer network, NPH, which
is made up of four firms, National Planning Corporation, SII Investments, Inc., INVEST Financial Corporation and
Investment Centers of America, Inc. NPH had 3,478 registered representatives at the end of 2009.

Registered investment adviser

Curian Capital, LLC, Jackson’s registered investment adviser channel, provides innovative fee-based separately
managed accounts and investment products to advisers through a sophisticated technology platform. Curian
expands Jackson’s access to advisers while also providing a complement to Jackson’s core annuity product lines.

The registered investment adviser industry began as a service offered to very high net worth investment clients,
focusing on platforms rather than specific products, and providing institutional quality management, custom
portfolios and tax services. The industry has evolved to offer personalised investment advice, high-quality money
management, good returns and reasonable costs to a broader range of clients.

Institutional products department

Jackson markets its institutional products through its institutional products department. It has direct contacts with
banks, municipalities, asset management firms and direct plan sponsors. Institutional products are distributed and
marketed through intermediaries to these groups.

Captive agency

In connection with the acquisition of Life of Georgia in 2005, Jackson established the JNL Southeast Agency
(“JNLSA”), the company’s first captive agency since 1970. INLSA, with more than 100 life insurance agents as at

85


%%TRANSMSG*** Transmitting Job: U08507 PCN: 085000000 ***%%PCMSG|85     |00051|Yes|No|05/14/2010 12:47|0|0|Page is valid, no graphics -- Color: D|


31 December 2009, was formed to help retain the Life of Georgia book of business and to create a new distribution
channel for Jackson’s life insurance.

Factors affecting pricing of products and asset liability management

Jackson prices products based on assumptions about future mortality, investment yields, expenses and persistency.
Pricing is influenced by its objectives for return on capital and by competition. Although Jackson includes a profit
margin in the price of its products, the variation between the assumptions and actual experience can result in the
products being more or less profitable than it was assumed they would be. This variation can be significant.

Jackson designs its interest-sensitive products and conducts its investment operations to match closely the duration
of the assets in its investment portfolio with the annuity, term life, whole life, universal life and guaranteed
investment contract product obligations. Jackson seeks to achieve a target spread between what it earns on its assets
and what it pays on its liabilities by investing principally in fixed-rate securities and in options and futures to hedge
equity-related movements in the value of its products.

Jackson segregates its investment portfolio for certain investment management purposes and as part of its overall
investment strategy into four portfolios: fixed annuities without market value adjustment, fixed annuities with
market value adjustment, fixed index annuities and institutional liabilities. The portfolios backing fixed annuities
with and without market value adjustments and the fixed index annuities have similar characteristics and differ
primarily in duration. The portfolio backing the institutional liabilities has its own mix of investments that meet
more limited duration tolerances. Consequently, the institutional portfolio is managed to permit less interest rate
sensitivity and has limited exposure to mortgage-backed securities. As at 31 December 2009, 10% of the
institutional portfolio was invested in residential mortgage-backed securities.

The fixed-rate products may incorporate surrender charges, market value adjustments, two-tiered interest rate
structures or other limitations relating to when policies can be surrendered for cash, in order to encourage
persistency. As at 31 December 2009, 62% of Jackson’s fixed annuity reserves had surrender penalties or other
withdrawal restrictions. Substantially all of the institutional portfolio had withdrawal restrictions or market value
adjustment provisions.

Fixed index annuities issued by Jackson also include an equity component that is hedged using equity options and
futures contracts issued on the corresponding exchange. The equity component of these annuities constitutes an
embedded derivative under IAS 39 “Financial Instruments: Recognition and Measurement” that is carried at fair
value, as are other derivative instruments.

Guaranteed benefits issued by Jackson in conjunction with the sales of variable annuity contracts expose Jackson to
equity risk as the benefits generally become payable when equity markets decline below the guaranteed amount.
Certain of these benefits are carried at fair value under IAS 39 with changes in fair value recorded in income.
Jackson hedges the tail risk associated with the equity exposure using equity options and futures contracts, which
are also carried at fair value under IAS 39. Jackson hedges the economic risk associated with these contracts and,
therefore, has not explicitly hedged its fair value risk. In addition, certain benefits have mortality risk and are
therefore precluded from being carried at fair value. As a result of these factors, the income statement may include a
timing mismatch related to changes in fair value. However, as demonstrated during 2008 and 2009, Jackson’s
hedges operated effectively, as designed.

Reserves

Except for certain non-insurance deposit-type accounts and as allowed under IFRS, Jackson uses reserves
established on a US GAAP basis as the basis for consolidation into the Prudential Group’s IFRS accounts.

For the fixed and variable annuity contracts and institutional products, the reserve is the policyholder’s account
value. For the immediate annuities, reserves are determined as the present value of future policy benefits. Mortality
assumptions are based on the 1983 Individual Annuitant Mortality Table and the Annuity 2000 Mortality Table for
newer issues. Interest rate assumptions currently range from 2.0% to 7.0%.

For the traditional term life contracts, reserves for future policy benefits are determined using the net level premium
method and assumptions as to mortality, interest, policy persistency and expenses. Mortality assumptions are
generally from 25% to 160% of the 1975-1980 Basic Select and Ultimate tables, depending on underwriting
classification and policy duration. Interest rate assumptions range from 4.0% to 8.0%. Persistency and expense
assumptions are based on Jackson’s experience.

For the interest-sensitive and single premium life contracts, reserves approximate the policyholder’s account value.

86


%%TRANSMSG*** Transmitting Job: U08507 PCN: 086000000 ***%%PCMSG|86     |00050|Yes|No|05/14/2010 12:47|0|0|Page is valid, no graphics -- Color: D|


Reinsurance

Jackson reinsures portions of the coverage provided by its life insurance products with other insurance companies
under agreements of indemnity reinsurance. Reinsurance assumed from other companies is not material.

Indemnity reinsurance agreements are intended to limit a life insurer’s maximum loss on a large or unusually
hazardous risk or to obtain a greater diversification of risk for the life insurer. Indemnity reinsurance does not
discharge the original insurer’s primary liability to the insured. Jackson’s reinsured business is ceded to numerous
unaffiliated reinsurers and the amount of business ceded to any one reinsurer is not material. Typically, the
reinsurers have an AM Best Co rating of A or higher.

Jackson limits the amount of risk it retains on new policies. Currently, the maximum risk that is retained on new
policies is US$2.0 million. Jackson is not a party to any risk reinsurance arrangement with any reinsurer pursuant to
which the amount of reserves on reinsurance ceded to such reinsurer equalled more than 1% of total policy reserves.

Beginning in late 1995, Jackson entered into reinsurance agreements to cede 80% of its new level premium term life
insurance business written in the United States to take advantage of competitive pricing in the reinsurance markets.
Beginning on 1 January 1999, it began to cede 90% of new writings of level premium term products. Jackson
intends to continue to cede a significant proportion of new term life insurance business for as long as pricing in the
reinsurance markets remains favourable.

Jackson cedes the guaranteed minimum income benefit on variable annuities to an unaffiliated reinsurer.

Policy administration

Jackson provides a high level of administrative support for both new and existing policyholders. Jackson’s ability to
implement new products quickly and provide customer service is supported by integrated computer systems that
issue and administer complex life insurance and annuity contracts. Jackson continues to develop its life insurance
administration and underwriting systems and its fixed and variable annuity administration systems to enhance the
service capabilities for both new and existing policies.

PPM America

PPM America is Prudential’s US fund management operation, with offices in Chicago and New York. Its primary
focus is to manage funds for Jackson and therefore the majority of funds under management are fixed interest in
nature. PPM America also serves as investment adviser for certain mutual funds, several private investment funds
and structured finance vehicles, and the US equity and fixed income portion of portfolios of certain affiliates within
Prudential.

44 UK business

Introduction

As at 31 December 2009, the Prudential Group’s UK business was structured into two business units, each focusing
on its respective target customer markets. The Prudential Group’s UK business units are UK Insurance Operations
and M&G.

The following discussion describes:

¢ the UK retail financial services market;

e the Prudential Group’s UK business units, products and distribution channels;

e the Prudential Group’s reinsurance arrangements and reserving practice; and

e shareholders’ participation in the Prudential Group’s long-term insurance business.

In 2009, the Prudential Group’s UK business generated new business insurance premiums of £5,014 million and
gross investment inflows of £24,875 million. As at 31 December 2009, M&G had £174 billion of funds under
management. See paragraph 4.5 below for an analysis and description of this asset manager and its funds under
management.

UK retail financial services business overview

Prudential UK (the UK insurance operations) continues to focus on realising value from the opportunities created by
the increasing need for retirement solutions. The Prudential Group’s UK business competes in selected areas of the
UK’s retirement savings and income markets where it believes that it can generate attractive returns from capital
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employed. In line with the Prudential Group’s strategy, the business continues to place significant emphasis on the
disciplined deployment of capital to seize opportunities that play to the core strengths of the business and this focus
enabled it to deliver a strong relative performance in 2009.

In 2009, Prudential UK performed strongly against a challenging background of difficult capital markets, volatile
equity markets and widespread economic uncertainty which led consumers to look for greater certainty and security
through trusted and financially strong brands. Prudential UK believes that the business has a good combination of
competitive advantages including its longevity experience, multi-asset investment capabilities, strong brand and
financial strength. These help put Prudential UK in a robust position to generate attractive returns across its businesses.

The UK is characterised by an ageing population and the concentration of wealth in the mass affluent and high net
worth sectors — a combination that positions the retirement and near-retirement segment as the fastest-growing in
the marketplace. Low savings rates and high levels of consumer debt, coupled with an increasing shift in
responsibility for providing retirement income away from the Government and employers towards individuals,
have resulted in individuals in the UK being inadequately provided for during increasingly long periods of
retirement.

Areas of focus in 2009

e Maintaining a leadership position in individual annuities;

e Building on the Prudential Group’s multi-asset capabilities and expertise;
e Growing other income streams;

e Strengthening distribution capabilities;

e Delivering improvements in customer service; and

* Maintaining a disciplined approach to pricing and capital usage.

The pipeline of internal vestings from maturing individual and corporate pension policies is expected to remain strong at
least over the next ten years. Management have based this assessment on a combination of analysis of the projected value
of maturities of in-force business (after allowing for lapses) used within the Prudential Group’s actuarial valuation
models as at 31 December 2008 and analysis of the Selected Retirement Date contained with the policy data for a
population covering approximately 75% of in-force pension business. This pipeline is supplemented by strategic
partnerships with third parties where Prudential UK is the recommended annuity provider for customers vesting their
pensions at retirement. Prudential UK is one of the largest annuity providers in the UK market®®, with approximately
1.5 million annuities in payment as at 31 December 2009. Looking ahead, the UK annuities market is expected to grow in
the near-term, and Prudential UK believes it is well-positioned to maintain a significant share of this market.

Prudential UK’s with-profits business performed strongly during 2009, showing that with-profits, when invested in
an actively managed and financially strong fund like Prudential’s, continues to be an attractive medium to long-term
investment, offering strong annualised returns compared with other investment options. Prudential UK’s with-
profits fund has delivered investment returns of 66.3% over the last ten years through the end of 2009 compared with
the FTSE All-Share Index (total return) of 17.7% over the same period.

In the wholesale markets, Prudential UK’s aim is to participate selectively in bulk and back-book buyouts using the
Prudential Group’s financial strength, superior investment track record and annuitant mortality risk assessment
capabilities. Maintaining a strict focus on value means that Prudential UK will only participate in transactions that
meet its strict return on capital requirements.

The business has also continued to make good progress against its cost reduction plans, with Prudential UK
expecting that it will have achieved its total cost savings target of £195 million per annum by the end of 2010. The
first phase of the Prudential UK cost reduction programme (completed in 2007) delivered savings of £115 million
per annum, with a further £60 million per annum of savings expected to be delivered by the end of 2010 through the
administration outsourcing agreement with Capita, which commenced in April 2008. The remaining £20 million
per annum is expected to be generated from across the rest of the UK business by the end of 2010. By the end of
2009, a total of £156 million per annum of savings had been delivered.

Over time, the Capita contract is expected to result in the migration of approximately seven million in-force policies
from a number of Prudential legacy IT systems to two Capita proprietary platforms, significantly enhancing
operational performance and efficiencies. The first migration from a legacy system to a Capita platform was
completed during 2009.

(56) Source: ABI
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UK products and profitability

In common with other UK long-term insurance companies, the Prudential Group’s UK products are structured as
either with-profits (or participating) products, or non-participating (including unit-linked) products. Depending
upon the structure, the level of shareholders’ interest in the value of policies and the related profit or loss varies.

With-profits policies are supported by a with-profits sub-fund and can be single premium (for example, Prudence
Bond) or regular premium (for example, certain corporate pension products). The Prudential Group’s primary with-
profits sub-fund is part of PAC’s long-term fund. The return to shareholders on virtually all with-profits products is
in the form of a statutory transfer to PAC shareholders’ funds which is analogous to a dividend from PAC’s long-
term fund and is dependent upon the bonuses credited or declared on policies in that year. Prudential UK’s with-
profits policyholders currently receive 90% of the distribution from the main with-profits sub-fund as bonus
additions to their policies and shareholders receive the remaining 10% as a statutory transfer.

The profits from almost all of the Prudential Group’s new non-participating business accrue solely to shareholders.
Such business is written in the non-profit sub-fund within PAC’s long-term fund, or in various shareholder owned
direct or indirect subsidiaries, the most significant of which is Prudential Retirement Income Limited (“PRIL”),
which also writes all new immediate annuities arising from vesting deferred annuity policies in the with-profits
sub-fund of PAC. There is a substantial volume of in-force non-participating business in PAC’s with-profits
sub-fund and that fund’s wholly-owned subsidiary Prudential Annuities Limited (“PAL”), which is closed to new
business; profits from this business accrue to the with-profits sub-fund.

The defined charge participating sub-fund (“DCPSF”) forms part of PAC’s long-term fund and comprises the
accumulated investment content of premiums paid in respect of the defined charge participating with-profits
business issued in France, the defined charge participating with-profits business reassured into PAC from Prudential
International Assurance plc and Canada Life (Europe) Assurance Ltd and the with-profits annuity business
transferred to PAC from the Equitable Life Assurance Society on 31 December 2007. All profits in this fund accrue
to policyholders in the DCPSF.

Products

The traditional life insurance product offered by UK life insurance companies was a long-term savings product with
a life insurance component. The life insurance element conferred tax advantages that distinguished the traditional
life insurance products offered in the United Kingdom from the savings products offered by banks, building
societies and unit trust companies. The gradual reduction of these tax advantages and increasing sales of single
premium life products have resulted in the distinction between life insurance and other long-term savings products
becoming less important. Pension products remain tax-advantaged within certain limits.

Prudential UK expects demand for private personal pension and savings products to increase over the medium to
long term, in part reflecting a change in the UK government’s approach to social security that has encouraged long-
term savings through tax advantages, but also in reaction to the growing realisation that state provided pensions are
unlikely to provide sufficient retirement income. An ageing population is focusing on asset accumulation and other
retirement products to supplement their state benefits, while younger generations are focusing on pension and long-
term savings products as well as health and income protection cover.

Distribution

Retail financial services and products are distributed face to face through bank branches, tied agents, company sales
forces and financial advisers, or directly by mail, telephone and over the internet. Tied agents are exclusive agents
who represent only one insurer and must offer customers the products most suitable to their needs, but only from the
range of products offered by that insurer. In recent years the high costs of company sales forces and tied agency
networks, combined with customers perceiving a lack of choice, have meant that sales forces and tied agents have
lost significant market share to financial advisers, with the result that many insurers, including the Prudential
Group, have chosen to close these tied agents and direct sales force networks.

Direct and e-commerce distribution methods are generally lower-cost than other methods but have not generally
been conducive to providing financial advice to the consumer to date. Accordingly, products distributed directly are
generally more straightforward and have lower, often fee-based, charges.

The FSA, following a consultation process, implemented “depolarisation” rules at the end of 2004. Advisers have
the choice of being “single tied” as before, or “multi-tied”; advising on the products of a limited range of providers,
or equivalent to an independent financial adviser (“IFA”), where they offer products from the “whole of market” as
now, but they also have to offer a “fee alternative”, a fee-based charging structure as an alternative to commission.
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Prudential UK worked with major financial adviser groups to design and build multi-tie propositions and has been
appointed to a number of multi-tie panels of these major financial adviser groups.

The FSA is conducting a review of the retail distribution marketplace called the Retail Distribution Review
(“RDR”) and published a policy statement on 26 March 2010, which follows nearly two years of discussion and
consultation papers. The changes are designed to encourage greater levels of transparency, professionalism and
sustainability within the industry, with the prime aim of increasing consumers’ confidence in the industry and
therefore their desire to engage with it. Prudential supports the concepts of adviser remuneration and the new
professional standards which are included as part of the RDR and believes that these provide an opportunity to put in
place a framework that will better align the interests of consumers, advisers and providers. The proposed
implementation date for the proposals remains 31 December 2012.

The changes to be implemented are centred on improving the clarity with which firms describe their services to
customers and the role of advisers, particularly with regards to remuneration. The advice market will be split
between independent and restricted advice. This will be supported by the need for specific disclosure of status both
in writing and orally at point of sale. Commission will be replaced by “Adviser Charging” with prescriptive rules
aimed at ensuring consumers have total clarity on the cost of advice services. This will apply to all investment
advice, but advisers will continue to be able to be remunerated by commission for pure protection business. In a
separate discussion paper, the FSA proposed a number of changes to the Platform market which made clear that the
same standards will apply as to the Retail market.

The Professionalism and Qualification elements are expected to be agreed in 2010. A greater role is proposed for
professional bodies in helping to set and manage the ethics agenda in the industry. The FSA is proposing to revert to
an internal model for the Professional Standards Board rather than establishing this as a separate independent entity.

The proposals on independent advice (which is restricted and unbiased) and raising professional standards will help
to achieve improved outcomes for consumers.

The full impact of the RDR cannot yet be predicted, but it is likely that cash flow will be an issue for IFA firms that
are currently reliant on initial commission. Although some IFAs may choose to exit the market, Prudential believes
that many will adapt to the new environment. Prudential UK has been preparing for the introduction of RDR for
some time — for instance, Prudential UK’s current individual pensions product, the Flexible Retirement Plan, is
now priced excluding commission, which allows the margin deducted for advice to be specifically agreed between
the customer and the adviser. A large proportion of Prudential UK’s annuity sales are made on a non-advised basis
and will be unaffected by these changes.

Prudential UK is continuing to work with the regulator, industry bodies and distributors on ways to help advisers
make the transition to the new environment as it believes that a strong IFA sector is beneficial for the market, and for
Prudential.

As at 31 December 2009, the Prudential Group’s UK Insurance Operations distributed its products through the
following channels:

Year Ended 31 December
2007 2008 2009

£m £m £m
Direct & Partnerships . . ... ..ot 2,597 2,567 2,015
Intermediated . . . .. ... e 2,319 3,029 2,810
Wholesale (including Credit Life) .. ... . ... 1,820 1,434 62
Sub-Total . . .. e 6,736 7,030 4,887
DWP Rebates . . . .. ..o e 143 153 127
Total New Business Premiums. . . . . ... ... i e e e 6,879 7,183 5,014

Direct and partnerships

The direct distribution channel is primarily charged with increasing revenue from existing Prudential Group
customers and with seeking new customers. Direct distribution channels include the telephone, internet and face to
face advisers and focuses on annuities, investments, protection and health products. Partnerships focus on
developing strong relationships with banks, retail brands and other distributors. Partnerships also seeks to help
the Prudential Group’s distribution partners in their distribution and product development strategies. The Prudential
Group now has a range of distribution partners including Barclays, National Australia Bank, Royal London Mutual,
Save and Prosper, Scottish Life, St James’s Place and Threadneedle.
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Intermediaries

Prudential UK’s intermediaries distribution channel increased its field sales force with an additional 13 regional
sales units in 2009, and the focus is to continue developing deeper and better relationships with key accounts and
through partnership arrangements. Prudential UK was successful in gaining over 50 new panel positions across its
24 key accounts in 2009, meaning that its products are now even more widely available to intermediaries than
before.

Wholesale

Prudential UK maintained its strict focus on value in the bulk annuity and back-book markets in 2009, completing
transactions generating premium income of £39 million compared with £1,417 million in 2008. The 2008 figure
included the large bulk annuity transactions which have not been repeated in 2009, due to the unavailability of
transactions which met Prudential’s return criteria.

UK business units
Long-term products

The Prudential Group’s long-term products in the United Kingdom consist of life insurance, pension products and
pensions annuities. The following table shows the Prudential Group’s UK Insurance Operations new business
insurance and investment premiums by product line for the periods indicated. New business premiums include
deposits for policies with limited or no life contingencies.

Year ended 31 December
2007 2008 2009

(in £ millions)

Life insurance

With-profits. . . . ... 406 968 1,320
Unit-linked . . .. ... e 899 939 610
Total life InSUrance . . .. .. ... ... e 1,305 1,907 1,930
Pensions
With-profits individual . . . . ... ... 29 77 154
Unit-linked individual . . ... ... ... . . . . 80 89 86
Department of Work and Pensions rebates .. ............................ 143 153 127
COTPOTALE . . . v vttt e e e e 680 651 386
Total PENSIONS . . . . vttt 932 970 753
Pension annuities and other retirement products
Fixed . ... 1,742 2,427 1,445
Retail Price Index . . . .. .. o 659 1,404 493
With-profits. . . . ... 2,228 459 382
Total pension annuities and other retirement products . ... ................ 4,629 4,290 2,320
Healthcare . . ... ... ... . .. 13 16 11
Total new business Premiums . .. ... ..ottt e 6,879 7,183 5,014

Life insurance products

The Prudential Group’s UK life insurance products are predominantly medium to long-term savings products with
life cover attached, and also include pure protection (term) products. The main savings products the Prudential
Group offers are investment bonds.

Savings products — investment bonds

The Prudential Group offers customers a choice through a range of investment funds to meet different risk and
reward objectives. The Prudential Group launched the Flexible Investment Plan (“FIP”) in 2003 and the Prudential
Investment Plan (“PIP”) in 2007. Through these plans, its customers have the option to invest in the With-Profits
fund or in a range of unit-linked investment funds. Advisers can build an individual portfolio and asset allocation
model to accurately match a client’s risk/reward profile. Both FIP and PIP also give financial advisers the
opportunity to choose from different external fund management groups and the flexibility to make changes to
portfolio and asset allocation over time. In 2009, sales of the unit-linked option of FIP and PIP were £117 million.
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The Prudence Bond, a single premium, unitised with-profits policy with no fixed term, is one of the United
Kingdom’s leading investment bond products in terms of with-profits market share. In September 2004, the
Prudential Group launched the next generation with-profits investment bond, entitled PruFund, which is designed to
provide increased transparency and smoothed investment returns to the customer. PruFund also offers clients an
optional five-year guarantee on the initial investment. In 2008, PruFund became available as a fund option on the
FIP and PIP products. In 2009, total new business premiums attributable to PruFund, including new business
through FIP and PIP, was £1,082 million.

In March 2008, the Prudential Group launched the International Portfolio Account (“IPA”) offering clients access to
a wide range of quoted UK investments. Sales of Prudential’s offshore bonds, the International Prudence Bond,
International Prudential Portfolio Bond and International Portfolio Account were £315 million in 2009.

With-profits products aim to provide capital growth over the medium to long term, and access to a range of
investment sectors without the costs and risks associated with direct investment into these sectors. Capital growth
for the policyholder on with-profits bonds apart from PruFund is achieved by the addition of reversionary or annual
bonuses, which are credited to the bond on a daily basis from investment returns achieved within PAC’s long-term
with-profits fund, offset by charges and expenses incurred in the fund. A final bonus may also be added when the
bond is surrendered. PruFund delivers growth through a published expected growth rate, updated quarterly, and a
transparent formulaic smoothing mechanism. In contrast the capital return on unit-linked bonds directly reflects the
movement in the value of the assets underlying those funds. When funds invested in PAC’s long-term with-profits
fund are either fully or partially withdrawn, PAC may apply a market value adjustment to the amount paid out.

Sales of PruFund, Prudential UK’s unitised and smoothed investment plan, were particularly strong in 2009. Since
October 2008, PruFund has been available across Prudential UK’s range of tax wrappers, including individual
pensions, income drawdown and onshore and offshore bonds. Over £1.3 billion was invested across the Prudential
UK retail savings product range in 2009. In 2009, Prudential UK extended further the PruFund range of investments
with the launch of the PruFund Cautious series to sit alongside the PruFund Growth series within the on-shore bond
wrapper. As at 31 December 2009, approximately £300 million had been invested in PruFund Cautious since it was
launched in the second half of 2008. Prudential also launched the new PruSelect range of unit-linked funds across its
UK pensions and investments products in 2008, more than doubling the number of funds available.

The sales growth across Prudential UK’s with-profits range has been achieved on the back of sustained strong
investment performance in its Life Fund over a number of years, reflecting the benefits of its diversified investment
policy. The Prudential Group believes that this market will continue to see further growth as investors turn to trusted
and financially strong brands and products offering an element of capital protection.

Life and health protection

Prudential UK has a joint venture with Discovery of South Africa which uses the Prudential brand and Discovery’s
expertise to build branded distribution and innovative product offerings in the private healthcare and protection
markets.

Since its launch in October 2004, PruHealth has established itself in the marketplace as a private medical insurance
provider, and it now has more than 200,000 customers insured.

PruProtect, launched in September 2007, follows the success of PruHealth by applying the Vitality points system.
PruProtect’s product is focused around a core philosophy of helping people become healthier while protecting and
improving the quality of their lives. PruProtect continues to grow sales strongly following the re-launch of its
product range and improved distribution model in November 2008. Sales of £14 million were achieved in 2009, an
increase of 311% over 2008.

Pension products

Prudential UK provides both individual and corporate pension products. In 2009 new business premiums totalled
£240 million for individual pensions and £386 million for corporate pensions. Pension products are tax-advantaged
long-term savings products that comply with rules established by HMRC and are designed to supplement state-
provided pensions. These rules require that, upon retirement, maturity benefits are used to purchase pension
annuities by policyholder election at retirement or at least by the age of 75, although they do permit a portion to be
taken as a tax-free lump sum. Prior to retirement, these products typically have minimal mortality risk to the
Prudential Group and are primarily considered investment products. An exception is where a guaranteed annuity
option has been offered on the product, with an element of risk to the Prudential Group both in underlying mortality
and investment assumptions.
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Prudential UK ceased marketing Guaranteed Annuity Options (“GAOs”) in 1987, but for a minority of corporate
pension schemes GAOs still apply for new members. Current liabilities for this type of business make up less than
1% of the with-profits sub-fund as at 31 December 2009.

Many of the pension products Prudential UK offers are with-profits products or offer the option to have all or part of
the contributions allocated to a with-profits fund. Where funds invested in the with-profits fund are withdrawn prior
to the pension date specified by the policyholder, Prudential UK may apply a market value adjustment to the amount
paid out. The remaining pension products are non-participating products, which include unit-linked products.

Individual pensions

Prudential UK’s individual pension range offers unit-linked and unitised with-profits products.

In 2001, Prudential UK introduced products that continue to meet the criteria of the UK government’s stakeholder
pension programme. The stakeholder pension is intended for individuals earning enough to be able to afford to
make contributions to a pension but who are not currently doing so. The introduction of stakeholder pensions has
had implications for, among other things, how Prudential UK designs, administers and charges for and distributes
pension products. The most significant requirements involve capped charges and a low minimum contribution
which must be accepted by the provider. The UK government has capped charges at 1.5% per annum of the
policyholder account balance for stakeholder pensions for the first ten years, decreasing to 1% thereafter, which is
below the charges on personal pension products previously offered by the UK pensions industry.

Department of Work and Pensions rebates (“DWP Rebate”)

Prudential UK also provides individual personal pension products through the DWP Rebate arrangement. Under
this arrangement, individuals may elect to contract out of the UK’s State Second Pension (referred to as “S2P”)
which was previously known as State Earnings Related Pension Scheme, administered by the UK Department of
Work and Pensions. If an individual elects to contract out, then he or she will designate a pension provider, such as
the Prudential Group. Premiums on products sold in this manner are paid through “rebates” from the Department of
Work and Pensions, which represent the amount that would be otherwise paid into S2P. Rebate amounts are invested
to provide benefits to the individual. Premiums from Department of Work and Pensions Rebates are typically
reported in the first quarter of each year.

Corporate pensions

There are two categories of corporate pension products: defined benefit and defined contribution. The Prudential
Group has an established defined benefit plan client base covering the small to medium-sized employer market.
Prudential UK’s defined contribution client base ranges from small unlisted companies to some of the largest
companies in the United Kingdom as well as a number of clients in the public sector (in particular where Prudential
UK offers the Additional Voluntary Contribution facility). Additional Voluntary Contribution plans enable
employees to make additional pension contributions, either regularly or as a lump sum, to supplement their
occupational pension plans.

Defined benefit plans and products continue to dominate the corporate pensions market in terms of funds under
management. In recent years, however, most new plans established have been defined contribution products. In
addition, there is an increasing trend among companies to close defined benefit plans to new members or to convert
existing schemes from defined benefit to defined contribution in order to stabilise or reduce potential pension
liabilities.

Prudential UK offers group unit-linked policies and with-profits policies to the corporate pensions market.
Prudential UK’s defined contribution products are Additional Voluntary Contribution plans, Group Money
Purchase plans, Group Personal Pension plans, Group Stakeholder Pension plans and Executive Pension plans.

In addition, Prudential UK has a Company Pension Transfer Plan (or “Bulk S32”), designed to accept benefits from
both defined benefit and defined contribution pension schemes which are winding up (ceasing to exist or being
replaced by a new type of scheme). Prudential UK also has the facility to accept enhanced transfers from deferred
members of a corporate’s defined benefit pensions scheme into the Prudential UK Personal Pension plan where the
member has received advice from an independent financial adviser (often called an Enhanced Transfer Value
exercise).
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Pension annuities and other retirement products

Prudential UK offers individual conventional immediate annuities that are either fixed or retail price indexed
(referred to as “RPI”), where annuity payments are guaranteed from the outset, or with-profits annuities, where
annuity payments are variable dependent on the investment performance of underlying assets. Prudential UK also
offers products with an income drawdown option which allow customers greater flexibility in terms of the amount
of income they take in retirement and the option to delay buying an annuity up to age 75. In 2009, Prudential UK
sold £91 million of income drawdown products. A total of £2,189 million of individual annuities were sold in 2009.
Of this total, £1,357 million were sold to existing Prudential UK customers with maturing pension policies. The
other £832 million were sold to new customers, typically individuals with a pension maturing with another provider
who chose Prudential UK to provide their annuity. Prudential UK also offers bulk annuities, whereby it manages the
assets and accepts the liabilities of a company pension scheme, usually when it is being wound up by the employer.
Due to the nature of the product, the volume of Prudential UK’s bulk annuity sales is unpredictable as it depends on
the decision of scheme trustees. In 2009, Prudential UK sold £39 million of bulk annuities.

Prudential UK’s immediate annuity products provide guaranteed income for a specified time, usually the life of the
policyholder, in exchange for a lump sum capital payment. No surrender value is available under any of these
products. The primary risks to Prudential UK from immediate annuity products, therefore, are mortality
improvements and credit risk.

Conventional annuities

Prudential UK’s conventional annuities include level (non-increasing), fixed increase and RPI annuities. Prudential
UK’s fixed increase annuities incorporate automatic increases in annuity payments by fixed amounts over the
policyholder’s life. The RPI annuities provide for a regular annuity payment to which an additional amount is added
periodically based on the increase in the UK Retail Prices Index. In 2009, sales of RPI annuities were £493 million
(including £19 million of bulk annuities). In 2009, sales of level and fixed increase annuities amounted to
£1,445 million (including £20 million of bulk annuities and £43 million of unit-linked income drawdown products).

With-profits annuities

Prudential UK’s with-profits annuities combine the income features of annuity products with the investment
smoothing features of with-profits products and enable policyholders to obtain equity-type returns over time.
Through this product, Prudential UK brings its product development strengths to bear while also capitalising on
people’s need for protection from inflation through increasingly long periods of retirement. Prudential is one of only
a few companies in the United Kingdom in the with-profits annuities market and has been operating in this market
since 1991. In 2009, Prudential UK’s premiums for this business were £382 million (including £48 million of with-
profits income drawdown products). Prudential UK is now the market leader, with a market share of over 84% in the
nine months to September 20097,

In the first quarter of 2009, Prudential UK launched a new Income Choice Annuity which allows customers to
choose an income between a defined maximum and minimum level, with the option of re-setting this every two
years. It also provides an opportunity for pension income to grow because the product is backed by Prudential’s
strong with-profits fund.

Income drawdown

Given the UK’s compulsory annuitisation age of 75, an increasingly sophisticated consumer population, and the
rising incidence of second careers and semi-retirement as a result of increasing longevity, the market has seen good
growth in the ‘bridge’ between pensions and annuities through income drawdown products. Prudential UK
launched an income drawdown option as a part of the Flexible Retirement Plan in late 2007 and achieved premiums
of £91 million in 2009 compared to £75 million in the previous year for this and the existing product, the Flexible
Income Retirement Account. These products help customers manage their pensions through the various stages of
retirement, and also offer flexibility while providing potential for capital growth.

Lifetime mortgage

In November 2009, Prudential UK announced the decision to close its equity release operation to new business. For
this product, a significant cash expense is incurred up front in acquiring new business and the payback period on
capital employed is long. Prudential UK management concluded that this is not sustainable and that cash and capital

(57) Source: ABI
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can be deployed more effectively across other parts of the business. Prudential UK’s existing lifetime mortgage
customers are unaffected by this decision.

Reinsurance

In view of the size and spread of PAC’s long-term insurance fund, there is little need for reinsurance to protect this
business. Some limited reinsurance is maintained and treaties relating to critical illness, permanent health
insurance, term insurance and certain unit-linked products are in place. In addition PMI policies issued by Pru
Health are reinsured.

Reserves

In the United Kingdom, a life insurance company’s reserve and other requirements are determined by its Board,
with advice from its Actuarial Function Holder, subject to minimum reserve requirements. These minimum reserve
requirements are established by the rules and guidance of the FSA.

The reserves are published in annual returns to the FSA. In practice, similar provisions are included in the life
insurance company’s statutory accounts with limited adjustments. The Actuarial Function Holder must pay due
regard to the fair treatment of policyholders in making recommendations to the company’s board. The Actuarial
Function Holder is required to report directly to the FSA any serious concerns regarding the company’s ability to
treat its customers fairly.

Prudential UK’s regulatory reserving for with-profits products, as required by UK regulation, takes into account
annual bonuses/annual interest credited to policyholders because these are “attached” to the policies and are
guaranteed. Realistic reserves are also calculated for with-profits products under UK regulation. These include an
allowance for final bonuses based on the asset share or a prospective valuation of the policies and the cost of
guarantees, smoothing and enhancements.

The Prudential Group reserves for unit-linked products on the basis of the value of the unit fund and additional
reserves are held for expenses and mortality where this is required by the contract design.

As well as the reserves, the company’s assets must also cover other capital requirements set out in the FSA
Prudential Sourcebook. These comprise: a with-profits insurance capital component, which is a measure of the
difference in the surplus assets on regulatory and realistic bases; a resilience capital requirement for entities other
than PAC, which makes prudent allowance for potential future adverse movements in investment values; and the
long-term insurance capital requirement, which must be held by all EU insurance companies. See “Financial
Strength of PAC’s Long-term Fund” for further information on solvency and “Realistic Financial Strength
Reporting” for further information on realistic reporting.

Financial strength of PAC’s long-term fund

As at 31 March 2010, the financial strength of PAC was rated Aa2 (negative outlook) by Moody’s, AA (negative
watch) by Standard & Poor’s, and AA+ (negative watch) by Fitch.

PAC’s with-profits fund is one of the largest and financially strongest in the UK, continuing to cover comfortably all
of its regulatory solvency requirements. The fund is supported by an inherited estate of £6.4 billion (as at
31 December 2009) which provides the working capital required to support the fund for the long-term benefit of
current and future policyholders.

The table below shows the change in the investment mix of PAC’s main with-profits fund:

2007 2008 2009

% % %
UK eqUItIeSs . . . . 35 34 25
International eqUIties . .. . . ... ottt e 17 17 12
PropeIty . . o o 14 14 12
Fixed Interest. . . .. ... . e 28 29 40
Cash and other asset Classes . . . . . ... i ittt e 6 6 11
Total . . . e 100 100 100

Despite difficult conditions in financial markets throughout 2008 and during the first half of 2009, the with-profits
sub-fund performed strongly in 2009. With-profits, when invested in an actively managed and financially strong
fund like PAC’s, continues to be an attractive medium to long-term investment, offering annualised returns which
compare favourably with other investment options. The with-profits sub-fund has delivered investment returns of
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66.3% over ten years compared with the FTSE All-share index (total return) of 17.7% over the same period (figures
are to 31 December 2009, before tax and charges). Much of this strong investment performance was achieved
through the active asset allocation of the fund. As part of its asset allocation process, Prudential UK constantly
evaluates prospects for different markets and asset classes. During the year, PAC’s long-term fund reduced its
exposure to equities and increased its exposure to fixed interest securities.

Realistic financial strength reporting

In accordance with the FSA Prudential Sourcebook, PAC has to demonstrate solvency on a “realistic” valuation
basis as well as the regulatory basis. In the aggregate, the basis has the effect of placing a value on the liabilities of
UK with-profits contracts that reflects the amounts expected to be paid based on the current value of investments
held by the with-profits funds and current circumstances.

This basis makes companies’ financial health more transparent to policyholders, intermediaries and regulators
alike, and enables more informed choices to be made by policyholders. The PAC long-term with-profits sub-fund is
very strong with the inherited estate (free assets) measured on a realistic basis, valued at approximately £6.4 billion
at the end of 2009 before deduction for the risk capital margin.

Shareholders’ interests in Prudential UK’s long-term insurance business

In common with other UK long-term insurance companies, the Prudential UK’s products are structured as either
with-profits products or non-participating (including unit-linked) products. For statutory and management
purposes, PAC’s long-term fund consists of a number of sub-funds in which shareholders and policyholders have
varying interests.

With-profits products

With-profits products provide an equity-type return to policyholders through bonuses that are “smoothed”. There
are two types of bonuses: “annual” and “final”. Annual bonuses, often referred to as reversionary bonuses, are
declared once a year and, once credited, are guaranteed in accordance with the terms of the particular product.
Unlike annual bonuses, final bonuses are only guaranteed until the next bonus declaration. Final bonuses are only
credited on a product’s maturity or surrender or on the death of the policyholder. Final bonuses can represent a
substantial portion of the ultimate return to policyholders.

With-profits policies are supported by a with-profits fund. Prudential UK’s primary with-profits fund is part of
PAC’s long-term fund. With-profits products provide benefits that are generally either the value of the premiums
paid, less charges and fees and with the addition of declared bonuses, or the guaranteed death benefit with the
addition of declared bonuses. Smoothing of investment returns is an important feature of with-profits products. It is
designed to reduce the impact of fluctuations in investment return from year to year and is accomplished
predominantly through the level of final bonuses declared.

The return to Prudential’s shareholders in respect of with-profits business Prudential UK writes is an amount equal
to up to one-ninth of the value of the bonuses the Prudential UK credits or declares to policyholders in that year.
Prudential UK has a large block of in-force with-profits business with varying maturity dates that generates a
relatively stable stream of shareholder profits from year to year.

PAC’s board of directors, with the advice of its Actuarial Function Holder and its With-Profits Actuary, determines
the amount of annual and final bonuses to be declared each year on each group of contracts.

When determining policy payouts, including final bonuses, PAC follows an actuarial practice of considering “asset
shares” for specimen policies. Asset shares broadly reflect the value of premiums paid in respect of a policy
accumulated at the investment return on the assets PAC notionally attributes to the policy. In calculating asset
shares, PAC takes into account the following items:

e the cost of mortality risk and other guarantees (where applicable);

e the effect of taxation;

° management expenses, charges and commissions;

e the proportion of the amount determined to be distributable to shareholders; and

e the surplus arising from surrenders, non-participating business included in the with-profits fund and other
miscellaneous sources.
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However, Prudential UK does not take into account the surplus assets of the long-term fund, or their investment return,
in calculating asset shares. Asset shares are used in the determination of final bonuses together with treating customers
fairly, the need to smooth claim values and payments from year to year and competitive considerations.

Prudential UK is required by UK law and regulation to consider the fair treatment of its customers in setting bonus
levels. The concept of treating customers fairly is established by statute but is not defined. In practice, it provides
one of the guiding principles for decision-making in respect of with-profits products.

The overall return to policyholders is an important competitive measure for attracting new business. The ability to
declare competitive bonuses depends, in part, on the financial strength of PAC’s long-term fund, enabling it to
maintain high levels of investment in equities and real estate, if it wishes to do so. Equities and real estate have
historically over the long-term provided a return in excess of fixed interest securities.

In 2009, PAC declared a total surplus of £2,149 million from PAC’s primary with-profits sub-fund, of which
£1,935 million was added to with-profits policies and £214 million was distributed to shareholders. This includes
annual bonus rates of 3.0% per annum for the Prudence Bond and 3.0% per annum for personal pensions. In 2008,
PAC declared a total surplus of £3,029 million from PAC’s primary with-profits sub-fund, of which £2,730 million
was added to with-profits policies and £298 million was distributed to shareholders. This includes annual bonus
rates of 3.5% for the Prudence Bond and 3.5% for personal pensions.

The closed Scottish Amicable Insurance Fund (“SAIF”) declared total bonuses in 2009 of £533 million compared to
£777 million in 2008. Shareholders have no interest in profits from the SAIF fund, although they are entitled to the
investment management fees paid by this business. For greater detail on the SAIF fund, see “The SAIF sub-fund and
accounts” below.

Surplus assets in PAC’s long-term with-profits fund

The assets of the main with-profits sub-fund within the long-term fund of PAC comprise the amounts that it expects
to pay out to meet its obligations to existing policyholders and an additional amount used as working capital. The
amount payable over time to policyholders from the with-profits sub-fund is equal to the policyholders’
accumulated asset shares plus any additional payments that may be required by way of smoothing or to meet
guarantees. The balance of the assets of the with-profits sub-fund is called the ‘inherited estate’ and has
accumulated over many years from various sources.

The inherited estate, as working capital, enables PAC to support with-profits business by providing the benefits
associated with smoothing and guarantees, by providing investment flexibility for the fund’s assets, by meeting the
regulatory capital requirements that demonstrate solvency and by absorbing the costs of significant events or
fundamental changes in its long-term business without affecting the bonus and investment policies. The size of the
inherited estate fluctuates from year to year depending on the investment return and the extent to which it has been
required to meet smoothing costs, guarantees and other events.

Prudential UK, of which PAC is part, announced in March 2006 that it had begun a process to determine whether it
could achieve greater clarity as to the status of the inherited estate through reattribution. In June 2008, Prudential
announced that it did not believe that it was in the interests of current or future policyholders or shareholders to
continue the reattribution process. This announcement reflects PAC’s overriding priority, which is to maintain the
long-term financial security of the with-profits sub-fund and to continue delivering strong relative performance for
the benefit of its policyholders.

Depletion of surplus assets and shareholders’ contingencies

As a proprietary insurance company, PAC is liable to meet its obligations to policyholders even if the assets of the
long-term funds are insufficient to do so. The assets in excess of amounts expected to be paid for future terminal
bonuses and related shareholder transfers (the excess assets) in the long-term funds, represented by the unallocated
surplus of with-profits funds could be materially depleted over time by, for example, a significant or sustained equity
market downturn, costs of significant fundamental strategic change or a material increase in mis-selling provisions. In
the unlikely circumstance that the depletion of the excess assets within the long-term fund was such that the Prudential
Group’s ability to treat its customers fairly was adversely affected, it might become necessary to restrict the annual
distribution to shareholders or to contribute shareholders’ funds to the long-term funds to provide financial support.

In 1998, Prudential UK stated that deducting personal pensions mis-selling costs from the inherited estate of the
with-profits sub-fund would not impact Prudential UK’s bonus or investment policy. Prudential UK gave an
assurance that if this unlikely event were to occur, it would make available support to the fund from shareholder
resources for as long as the situation continued, so as to ensure that policyholders were not disadvantaged.
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The assurance was designed to protect both existing policyholders at the date it was announced, and policyholders who
subsequently purchased policies while the pension mis-selling review was continuing. The mis-selling review was
completed on 30 June 2002 and consequently the assurance has not applied to new business issued since 1 January
2004. New business in this context consists of new policies, new members to existing pension schemes plus regular
and single premium top-ups, transfers and switches to existing arrangements. The maximum amount of capital support
available under the terms of the assurance will reduce over time as claims are paid on the policies covered by it.

The bonus and investment policy for each type of with-profits policy is the same irrespective of whether or not the
assurance applies. Hence removal of the assurance for new business has had no impact on policyholder returns and
this is expected to continue for the foreseeable future.

During 2009, the FSA issued a policy statement confirming that certain payments of compensation and redress for
events occurring after 31 July 2009 may only be paid from assets attributable to shareholders. As the pensions mis-
selling review was concluded prior to this date, the requirements of the policy statement do not impact the pensions
mis-selling provision met from the inherited estate described above.

The SAIF sub-fund and accounts

The SAIF sub-fund is a ring-fenced sub-fund of PAC’s long-term fund and was formed following the acquisition of the
mutual Scottish Amicable Life Assurance Society in 1997. No new business may be written in SAIF, although regular
premiums are still being paid on policies in-force at the time of the acquisition and “top-ups” are permitted on these policies.

This fund is solely for the benefit of those Scottish Amicable Life Assurance Society policyholders whose policies
were transferred to SAIF. Shareholders have no interest in the profits of this fund, although they are entitled to the
investment management fees paid on this business. The brand name and rights to profit on new business were
transferred to a new Prudential UK subsidiary, Scottish Amicable Life plc, which operated for the benefit of
shareholders.

With the exception of certain guaranteed annuity products, referred to below, the majority of SAIF with-profits
policies do not guarantee minimum rates of return to policyholders. Should the assets of SAIF be inadequate to meet
the guaranteed benefit obligations to the policyholders of SAIF, the PAC long-term fund would be liable to cover
any such deficiency. Due to the quality and diversity of the assets in SAIF and the ability of SAIF to revise
guaranteed benefits in the event of an asset shortfall, the Directors believe that the probability of either the PAC’s
long-term fund or Prudential UK’s shareholders’ funds having to contribute to SAIF is remote.

Non-participating business

The majority of Prudential-branded non-participating business is written in the non-profit sub-fund of PAC’s long-
term fund or in subsidiaries owned by Prudential UK. Since mid-2004, Prudential UK has written all of its new non-
profit annuity business through Prudential Retirement Income Limited (“PRIL”), from which the profits are
attributed solely to shareholders. Prior to that time, certain non-profit annuity business was written through
Prudential Annuities Limited (“PAL”), which is wholly owned by PAC’s with-profits fund. The profits on this
business are attributable to the fund and not to shareholders, although indirectly shareholders get one-ninth of
additional amounts paid to policyholders through the declaration of bonuses.

The unit-linked business written by PAC and Prudential International Assurance is written with capital provided by
shareholders.

Guaranteed annuities

PAC used to sell guaranteed annuity products in the United Kingdom and held a provision of £31 million as at
31 December 2009, within the main with-profits fund to honour guarantees on these products. PAC’s main exposure
to guaranteed annuities in the United Kingdom is through SAIF and a provision of £284 million was held in SAIF as
at 31 December 2009, to honour the guarantees. As SAIF is a separate sub-fund of PAC’s long-term business fund,
this provision has no impact on shareholders.

45 M&G

M&G is the Prudential Group’s fund management business in the United Kingdom and continental Europe and
comprises retail, institutional and internal fund management activities. Its key metrics of performance are
investment performance, net investment flows and profits.
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Fund management

M&G is an investment-led business which aims to deliver superior investment performance and maximise risk-
adjusted returns in a variety of macro-economic environments. Through M&G, the Prudential Group seeks to add
value by generating attractive returns on internal funds as well as growing profits from the management of third
party assets. Such external funds now represent 40% of M&G’s total FUM as at 31 December 2009.

In the retail market, M&G’s strategy is to maximise the value of its centralised investment function through a multi-
channel, multi-geography distribution approach. Key themes in recent years have included the growing proportion
of business sourced from intermediated channels and the growth of cross-border products. M&G has benefited from
having a diverse product portfolio during the recent financial turmoil as inflows were received throughout 2009
despite investors’ appetite for bond funds switching to equity funds during the second half of the year.

M&G’s institutional strategy centres on leveraging capabilities developed primarily for internal funds into higher
margin external business opportunities. In recent years this has allowed M&G to operate at the forefront of a number
of specialist fixed income strategies, including leveraged finance and infrastructure investment. The recent chaos in
capital markets has resulted in a renewed focus on more traditional credit and equity mandates, again drawing on its
core research and investment expertise.

Key initiatives and performance

Delivering fund performance remains critical and is the key determinant of success for an active asset management
business. M&G has continued to deliver market-leading investment performance in 2009 with strong results.

In the three years to December 2009, 38% of M&G'’s retail funds delivered top-quartile investment performance®®.

Over the same period, 89% of M&G’s active institutional funds delivered returns ahead of their benchmarks. On the
back of this strong investment performance M&G delivered record net third party fund inflows of £13.5 billion in
2009, an increase of 296% year-on-year.

Gross third party fund inflows rose 54% to £24.9 billion. These third party inflows and the recovery of equity
markets in the latter half of 2009 led to a 23% increase in M&G’s total funds under management to £174 billion. As
at 31 December 2009, 40% of M&G’s funds under management were for third party clients.

M&G'’s retail business had a strong year in 2009, seeing net inflows jump by 259% over the year to £7.5 billion.
Gross fund sales were up 50% at £13.6 billion. Sales of M&G’s top-performing fixed income funds accounted for
most of the inflows for most of the year before investor appetite switched to M&G’s equity and property funds
during the second half of 2009 as sentiment turned more bullish.

Similarly, the institutional business attracted a high level of net new third party business. Net inflows were
£6.0 billion, a rise of 354% on 2008. This included the award of a single fixed income mandate valued at £4 billion
and £0.8 billion of net new money into M&G’s leveraged loan funds. Gross fund sales were up 59% at £11.3 billion.

Net sales remained robust in the fourth quarter of 2009. The retail business attracted net new money of £1.8 billion,
more than double the £0.7 billion taken in the same quarter in 2008. Gross retail sales were £3.8 billion. The
institutional business took £0.6 billion of net new business over the final three months compared with an outflow of
£1.4 billion for the same period a year ago. Gross sales were 93% higher year-on-year at £2.7 billion.

During 2009, M&G’s cost/income ratio was 65%, increasing from 60% in 2008. The increase can largely be
attributed to the reinstatement of costs associated with the long-term incentive plan (“LTIP”) as the medium-term
outlook for the business improved in light of strong fund inflows and recovering market levels. M&G remains
focused on cost control.

The following table shows funds managed by M&G at the dates indicated.

31 December 31 December 31 December

2007 2008 2009

£ billion £ billion £ billion

Retail fund management. . . ............ .. ... .. 22 19 31
Institutional fund management ... ............. .. ... . ..., 29 28 39
Internal fund management . ............... ... ... ..., 116 94 104

TOtAL . o oot 167 141 174

(58) Source: Morningstar
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4.6  Prudential Capital

Prudential Capital manages Prudential Group’s balance sheet for profit by leveraging Prudential Group’s market
position. This business has three strategic objectives: to operate a first-class wholesale and capital markets interface;
to realise profitable proprietary opportunities within a tightly controlled risk framework; and to provide
professional treasury services to the Prudential Group. Prudential Capital generates revenue by providing bridging
finance, managing investments and operating a securities lending and cash management business for the Prudential
Group and its clients.

The business has consolidated its position in a period of difficult and volatile markets, focusing on liquidity across
the Prudential Group, management of existing asset portfolio and conservative levels of new investment.
Development of new product and infrastructure has continued, helping to maintain the dynamism and flexibility
necessary to identify and realise opportunities for profit within acceptable risk parameters. Prudential Capital is
committed to working closely with other business units across the Prudential Group to exploit opportunities and
increase value creation for Prudential as a whole. In particular, Prudential Capital offers to the Prudential Group a
holistic view on hedging strategy, liquidity and capital management.

5. Major customers
None of the Prudential Group’s customers, nor its top five major customers combined, accounted for 30% or more
of its gross written premiums, policy fees and deposits from its insurance businesses in 2007, 2008, 2009.

6. Product development

The Prudential Group believes that it can benefit from an operating model that helps enable each of its businesses to
stay close to its customers and their needs when formulating product and distribution strategies, whilst seeking to
achieve a consistent and disciplined group-wide approach to managing risk, capital and cash. This group oversight
is achieved through the annual planning process and approval of changes to those plans. Details of the products sold
and recent initiatives are included in the discussion of each business unit in Section 4 of this Part VII.

7. Distribution Channels

Prudential is not aware of any material non-compliance with local laws and regulations in respect of the contractual
relationship between the relevant member of the Prudential Group and its agents and employees in the jurisdictions
where the Prudential Group has material operations.

The Prudential Group distributes its products through all major distribution channels, including tied agents, banks,
direct marketing and brokers, some of which are employees of the Prudential Group.

8. Training and development activities

The Prudential Group has an established range of training and development activities for employees, including:

®  Groupwide development programmes (the Leadership Development Programme and the Management
Development Programme) for senior and middle management. These programmes identify the development
that individuals need to be credible successors to future leadership roles in the Prudential Group;

®  The Momentum Programme, which was launched in 2007 and aims to identify high-potential individuals early
in their career, providing them with the opportunities to develop the skills needed to succeed in an international
business. This programme is open to people both within and outside the Prudential Group and individuals are
part of the programme for 4-6 years; and

e  The Executive Development Programme, due for launch in May 2010, which will target future CEOs in Asia,
providing them with the skills to be credible successors within 5 years.

Each business unit also provides tailored training and development activities for their employees, including:
®  Online training available to employees of M&G and Prudential UK;

e  The Managing for Success Programme launched in 2008 by Prudential UK to provide managers with the
knowledge, skills and tools they need to manage people effectively;

e The Academy and Cornerstone Programmes in M&G, targeting future senior managers within the asset
management business; and
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e  PruUniversity, a structured range of courses available to all Asian employees, covering a range of subjects
from management and leadership to technical and commercial skills. Courses are available in a number of
languages.

The Prudential Group is also committed to supporting movement across the group, which will provide critical
experiences and development for its best people.

9. Existing listings

The Existing Shares are listed on the premium segment of the Official List and admitted to trading on the London
Stock Exchange’s main market for listed securities. Prudential’s 4.54% notes due 11 June 2008, 6.50% perpetual
subordinated capital securities, index linked notes due 10 July 2023, 5.75% floating rate subordinated notes due 19
December 2021, 5 7/8% bonds due 2029, 6.125% subordinated notes due 19 December 2031, 6 7/8% bonds due
2023