Edgar Filing: PRUDENTIAL PLC - Form 6-K

PRUDENTIAL PLC
Form 6-K
May 17,2010



Edgar Filing: PRUDENTIAL PLC - Form 6-K

Table of Contents
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
Form 6-K
REPORT OF FOREIGN PRIVATE ISSUER
Pursuant to Rule 13a-16 or 15d-16 of
the Securities Exchange Act of 1934

For the month of May, 2010

PRUDENTIAL PUBLIC LIMITED COMPANY
(Translation of registrant s name into English)

LAURENCE POUNTNEY HILL,

LONDON, EC4R 0HH, ENGLAND
(Address of principal executive offices)

Indicate by check mark whether the registrant files or will file annual reports under cover Form 20-F or Form 40-F.

Form 20-F...X... Form 40-F......

Indicate by check mark whether the registrant by furnishing the information contained in this Form is also thereby
furnishing the information to the Commission pursuant to Rule 12g3-2(b) under the Securities Exchange Act of 1934.

Yes...... No...X...

If Yes is marked, indicate below the file number assigned to the registrant in connection with Rule 12g3-2(b):
82-

Table of Contents



Edgar Filing: PRUDENTIAL PLC - Form 6-K

Table of Contents
May 17, 2010
Prudential plc
(incorporated and registered in England and Wales under number 01397169)
The following information was released outside the United States today by Prudential plc.

These materials are not an offer or sale of or a solicitation of any offer to buy securities in the United States or any

other jurisdiction. The securities described herein have not been and will not be registered under the U.S. 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.

None of the ATA 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.
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RIGHTS ISSUE STATISTICS

Price per Rights Issue Share 104 pence)

Basis of Rights Issue 11 Rights Issue Shares for every 2
Existing Shares

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) 2,539,010,500
Number of Rights Issue Shares to be issued by Prudential 13,964,557,750
Number of Prudential Shares in issue immediately

following completion of the Rights Issue® 16,503,568,250

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

completion of the Rights Issue® 84.6%
Gross proceeds of the Rights Issue (approximate) £14,523 million
Estimated net proceeds receivable by Prudential after

Rights Issue and Transaction related expenses £13,843 million

(1) 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).

(2) Assuming that (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 II
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;

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

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.
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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,

5
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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
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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

6
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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
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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

7
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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 Il 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 2011. 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 MCEYV 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
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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

8
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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.
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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.

Adverse 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
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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 ATA 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 a result 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.
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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.

11
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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 AIA 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 AIA-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 AIA 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
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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.
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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 AIA
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 AIA 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.
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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
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volume fluctuations that have affected the market prices for securities and which may be unrelated to the Prudential
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. However, there is no assurance that the transfer of Prudential Shares or New Prudential Shares will
complete in accordance with the expected timelines. 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

Table of Contents 26



Edgar Filing: PRUDENTIAL PLC - Form 6-K

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 certain liquidity activities. 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 ability to obtain sufficient numbers of
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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 IV
IMPORTANT NOTICES
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 , anti
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 I (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
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 AIA GROUP FINANCIAL INFORMATION
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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 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
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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
AIA 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:

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);

investment management expenses related to investment-linked contracts;

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

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.

EEY 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
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IFRS basis financial information

The IFRS basis information included in the Prudential Annual Report for 2009 and Part XV of this prospectus for
Prudential and AIA respectively has been prepared applying consistent IFRS accounting policies. Whilst consistent
IFRS accounting policies have been 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.

18
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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

Hong
China Kong! India Indonesia  Japan  Korea
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Risk discount rate 11.75% 5.7% 14.25% 13.8% 5.1% 8.4%
Malaysia  Philippines Singapore Taiwan Thailand Vietnam
Risk discount rate 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

For AIA Group at 30 November 2009  in-force business

Indonesia
Indonesia
(USD (Rupiah
Hong
Australia China Kong denominated) denominated) Korea  Malaysia
Risk discount rate 9.00% 10.00% 8.00% 12.50% 17.00% 10.00% 9.00%
New Singapore &
Zealand Philippines Brunei Taiwan Thailand Vietnam
Risk discount rate 9.00% 14.00% 7.50% 8.00% 10.00% 16.00%
19
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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

Hong
China Kong! India Indonesia  Japan  Korea
Government bond yield 8.25% 3.9% 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
Hong
Australia China Konglenominated) denominated) Korea Malaysia
10 year Government bond
yield 5.75% 3.74% 3.83% 6.92% 11.00% 5.16% 4.46%
New Singapore &
Zealand Philippines 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
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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 prospectus,
referencesto $ , US$ , USdollars , ¢ or cents areto United States dollars and cents, the lawful currency of the Un:
States, references to £ , pounds sterling , pounds , sterling , p or pence are to pounds sterling and pence, the law
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 Euro
Economic and Monetary Union pursuant to the Treaty establishing the European Communities, as amended by the

Treaty on European Union.
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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
Period

Month 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 1.55 1.52
May 2010 (through to 14 May 2010) 1.46 1.49 1.52 1.46

HK dollar/pound

Period

Month end Average High Low
November 2009 12.72 12.86 13.02 12.70
December 2009 12.53 12.58 12.90 12.32
January 2010 12.43 12.55 12.71 12.34
February 2010 11.83 12.13 12.40 11.80
March 2010 11.79 11.69 11.87 11.55
April 2010 11.88 11.90 12.02 11.78
May 2010 (through to 14 May 2010) 11.33 11.59 11.83 11.33

US dollar/pound

Period Average

Year end rate High Low
2005 1.72 1.82 1.93 1.71
2006 1.96 1.84 1.98 1.73
2007 1.98 2.00 2.11 1.92
2008 1.46 1.85 2.03 1.44
2009 1.62 1.57 1.70 1.37

HK dollar/pound
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Period Average
Year end rate High Low
2005 13.33 14.16 15.05 13.29
2006 15.23 14.32 15.39 13.39
2007 15.47 15.62 16.39 15.03
2008 11.33 14.44 15.81 11.16
2009 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:

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;®

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

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

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

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

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

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
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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.

(3) As set out in 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.

22

Table of Contents 40



Edgar Filing: PRUDENTIAL PLC - Form 6-K

Table of Contents

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:

6))] 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;

(i)  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 AIA 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:

the passing of the requisite resolutions by Prudential shareholders at the General Meeting;

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;

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;

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;

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.
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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;

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

by 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

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:

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

in respect of the MCN:ss, 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 MCNss 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:
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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

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.

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
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subscribes under the Subordinated Note Commitment Letter. The cash component of the consideration will be
financed through:

Underwritten Rights Issue a syndicate of banks acting 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).

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, a syndicate of banks remains 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.

ATA 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
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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 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.

The US$10.5 billion in New Prudential Shares and other securities will include:

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
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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.

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.

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 MCNs 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
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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 Ratio ). For the
purposes of calculating the Mandatory Conversion Ratio, the conversion ratio for a given trading day will be
determined as follows:

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 );

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
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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
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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

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 MCNs in respect of the payment of any distribution under or arising from the MCN:ss,
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 MCNs 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.
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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 MCNss 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 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
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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.
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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 5th 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.

Redemption
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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
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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 a syndicate of banks 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 lesser of:

(1) 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
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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
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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, inter alia, Prudential (in its capacity as
borrower), and a syndicate of banks (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, inter 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 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 Share
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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).
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The Rights Issue is fully underwritten and the terms of the Underwriting Agreement are summarised in paragraph 16.2
of Part XIX (Additional Information).

The Joint Global Co-ordinators can adjust the Issue Price (but not terminate the Underwriting Agreement) if any of
the following occur before UK Admission:

6))] Prudential issues a supplementary prospectus; or

(i)  there is (a) a suspension in trading in Prudential securities by the London Stock Exchange on any exchange or
in trading generally on the New York Stock Exchange, the Hong Kong Stock Exchange or the London Stock
Exchange or (b) the fixing of minimum or maximum pricing of securities by any of those exchanges or a
material disruption in commercial banking or securities settlement services in the US, Hong Kong or the
UK; or

(iii))  a banking moratorium in the US, Hong Kong or the UK is declared.

Such an adjustment to the Issue Price will not change the total proceeds of the Rights Issue. The Issue Price cannot be
reduced below 5 pence. If the Joint Global Co-ordinators exercise this option, Prudential will issue a supplementary
prospectus detailing the effect of the change on the Rights Issue.

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 2010.4

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 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
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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.

(4) 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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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.

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
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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:

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

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

US (comprising Jackson, National Planning Holdings and Curian Capital LLC)

Asset Management (comprising M&G).
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 profi®) 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
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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

(5) As set out in Part X VI of this prospectus.
(6) 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 market share
and of
AIA Prudential Prudential Prudential
Group Group Group Group
combined and ATA

rank by rank by rank Group

market by market
Country share market share 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 29%©)
Vietnam 5 1 1 41%
China 1@ 4(@) 1@ 29% @
India LIC) 1) 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.
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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 I (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 AIA 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 AIA 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.

(7) All revenue 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
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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.

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

(9) In relation 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(10

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 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 550,0001D). 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 synergies12)
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.
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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.

(10) During 2013.

(11) 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.

(12) All figures in this section reference the financial year 2009 cost base.
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Expected sources of cost synergies(!3)

Source of targeted cost synergies

People costs

Property

Investment management
Third party procurement
Special projects

IT

Other

Total

4.4 Targets

Estimated approximate pre-tax cost
synergies
(US$m)

140
30
15
60
60
30
35

370

Taking into account both the targeted revenue and cost synergies, in each case subject to the assumptions and costs

noted above!4), Prudential believes that it is capable of achieving:

IFRS pre-tax operating profit (13) in 2013 for the combined Asian business of the Enlarged Group of at least

£3,260 million;

EEV pre-tax new business profit in 2013 for the combined Asian business of the Enlarged Group of at least

£2,800 million; and

the remittance of at least US$1,000 million per annum from the AIA 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 2009
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:
the increase in capital surplus as a result of:

the gross proceeds of the proposed Rights Issue of £14.5 billion;

the issue to AIA Aurora of New Prudential Shares having a value of approximately £3.8 billion;

the issue to AIA Aurora of mandatory convertible notes and perpetual tier one notes with an aggregate

principal amount of £3.5 billion; and
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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(10);

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

(13) During 2013.

(14) 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 the Prudential Annual Report for 2009.

(15) 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.

(16) 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 .

38

Table of Contents 72



Edgar Filing: PRUDENTIAL PLC - Form 6-K

Table of Contents

a net increase 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 AIA 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).

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:

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

a 40% 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;

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

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
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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
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information set out in the Prudential Annual Report for 2009 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.

£m
Capitalisation of Prudential as at 31 December 2009:
Share c