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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
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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.

21

Table of Contents 38



Edgar Filing: PRUDENTIAL PLC - Form 6-K

Table of Contents

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.
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2. Acquisition Agreement

Under the Acquisition Agreement, AIA Aurora (a subsidiary of AIG) has agreed to sell, and New Prudential has

agreed to purchase, the entire issued share capital of AIA for consideration with a notional value of US$35.5 billion,

comprising:

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.

Table of Contents 41



Edgar Filing: PRUDENTIAL PLC - Form 6-K

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 .
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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 capital (2,532,227,471 ordinary shares of 5p each fully paid) 127
Share premium 1,843
Total share capital and share premium 1,970
Indebtedness as at 28 February 2010:
1. Prudential s core structural borrowings of shareholder-financed operations (see (a) below) 3,496
2. Prudential s operational borrowings attributable to shareholder-financed operations (see (b) below) 3,168
3. ATA s borrowings attributable to shareholder-financed operations (see (c) below) 413
Total aggregated indebtedness (1) + (2) + (3) (see (d) below) 7,077
There has been no material change in the issued share capital and share premium amounts of Prudential since
31 December 2009.
There has been no material change in the aggregated indebtedness of the Prudential Group and the AIA Group
attributable to shareholder-financed operations at 14 May 2010 as compared to the £7,077 million recorded at
28 February 2010 as shown in the indebtedness statement above.
(a) Prudential s core structural borrowings of shareholder-financed operations as at 28 February 2010
£m
Parent company
Subordinated debt:
Innovative Tier 1:
US$1,000m 6.5% Perpetual Subordinated Capital Securities 657
US$250m 6.75% Perpetual Subordinated Capital Securities (note i) 164
US$300m 6.5% Perpetual Subordinated Capital Securities (note i and ii) 206
US$750m 11.75% Perpetual Subordinated Capital Securities 483
1,510
Lower Tier 2:
500m 5.75% Subordinated Notes 2021 (note iii) 447
20m Medium-Term Subordinated Notes 2023 (note iv) 18
£435m 6.125% Subordinated Notes 2031 428
£400m 11.375% Subordinated Notes 2039 380
1,273
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Senior debt:

£300m 6.875% Bonds 2023 300

£250m 5.875% Bonds 2029 249
549

Total parent company 3,332

Jackson

Lower Tier 2:

US$250m 8.15% Surplus Notes 2027 (note v) 164

Total 3,496

Notes

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

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

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

iv. The 20 million borrowings were issued at 20-year Euro Constant Maturity Swap (capped at 6.5%). These have
been swapped into borrowings of £14 million with interest payable at three month £Libor plus 1.2%.
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v The Jackson borrowings are unsecured and subordinated to all present and future indebtedness, policy claims and
other creditor claims of Jackson.

(b)  Prudential s operational borrowings attributable to shareholder-financed operations as at 28 February

2010
£m
Borrowings in respect of short-term fixed income securities programmes:
Commercial paper 2,235
Medium-Term Notes 2010 8
Medium-Term Notes 2013 249
2,492
Non-recourse borrowings of US operations (note 1):
Investment subsidiaries of Jackson 22
Piedmont and CDO funds (note ii) 155
177
Other borrowings:
Bank loans and overdrafts (note iii) 133
Obligations under finance leases 3
Other borrowings (note iv) 363
499
Total 3,168

Notes

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

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

iii Bank loans and overdrafts include a short-term loan of £130 million in respect of Asian operations.
iv  Other borrowings represents amounts whose repayment to the lender is contingent on future surpluses emerging

from certain contracts specified under the arrangement. If insufficient surplus emerges on the contracts, there is
no recourse to other assets of the Prudential Group and the liability is not payable to the degree of shortfall.
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In addition to the operational borrowings shown in the table above, Prudential has issued £200 million Floating
Rate Notes 2010, which were wholly subscribed to by a Prudential Group subsidiary. These borrowings are
eliminated on consolidation and so have been excluded from the table above.

(¢c) AIA sborrowings attributable to shareholder-financed operations as at 28 February 2010

US$m
(note i) £m
Bank loans and overdrafts 574 377
Loans from other AIG companies 50 33
Other borrowings 4 3
Total 628 413

Notes
i AIA borrowings shown above in US$ have been translated to pounds sterling at a rate of 1.52.
(d) Guaranteed and secured borrowings
Prudential
At 28 February 2010, a total of £543 million of borrowings are secured which includes borrowings with no recourse to
assets beyond the investment fund to which they relate or future surpluses on contracts specified in the arrangement.
There were no significant guarantees of third party indebtedness at that date.
1A

Properties with a book value of US$758 million (£498 million) and cash and cash equivalent of US$43 million
(£28 million) at 28 February 2010 are pledged as security with respect to amounts disclosed as bank loans of
US$496 million and other loans of US$4 million.
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At 28 February 2010, AIA has issued capital guarantees and guarantees of indebtedness of approximately
US$1 million. No borrowings are guaranteed by third parties.
(e) Guarantees, contingent liabilities and contingent indebtedness
Prudential
Prudential s outstanding guarantees and contingent liabilities are disclosed in the Prudential Annual Report for 2009.
There has been no material adverse change in Prudential s outstanding guarantees and contingent liabilities since
31 December 2009.
Prudential has access to committed credit facilities and committed lending liquidity facilities as described in detail in
the Prudential Annual Report for 2009. There has been no change in the terms of these facilities as at 28 February
2010.

1A

AIA Group s contingent liabilities at 30 November 2009 are described in note 42 of the historical financial information
of the AIA Group as disclosed in Part XV of this prospectus. These contingent liabilities at 28 February 2010 are as
stated in that note with the exception that the value of mortgage loans to which AIA is exposed under the Australian
residential mortgage credit agreement has fallen to US$3,320 million (£2,184 million) and the associated liabilities

and related reinsurance assets had fallen to US$20 million (£13 million); and the accumulation value for minimum
guaranteed rates of return has risen to US$1,279 million (£841 million).

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

® Mortgages and charges

Prudential

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

AIA

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

(g)  Obligations under sale and repurchase agreements
Prudential

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

1A
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Obligations under sale and repurchase agreements as at 28 February 2010 amounted to US$554 million
(£364 million).

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

price and yields offered,

financial strength and ratings,

commission levels, charges and other expenses,

range of product lines and product quality,

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

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

As at 31 March 2010:

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

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

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

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

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

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

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

For the purpose of this section, data on life insurance premiums indicated as derived from Sigma reports ( World

insurance in 2008: life premiums fall in the industrialised countries-strong growth in the emerging economies

published by Swiss Re) is primarily based on the following metrics from Sigma reports: premium income , premium

volume , premiums , life insurance premium and life premiums . Market share data based on life insurance premium:s
total premiums is generally based on data published by the industry source indicated.

Described below are some of the key sources and methodologies used in calculating certain information and statistics

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

Table of Contents 81



Edgar Filing: PRUDENTIAL PLC - Form 6-K

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

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

The Sigma reports referred to above are publicly available and not prepared for the purposes of this document.
This section also includes penetration rate, density rate, savings rate and total population data from the Sigma reports.
Penetration rate is a market s life insurance premium as a percentage of its GDP. Density rate is a market s life

insurance premium per capita. Savings rate is savings as a percentage of disposable income.
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Household savings rate data is based on data published in Euromonitor International.
Data on the population above the age of 65 is based on data published in Euromonitor International.
Life insurance market

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

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

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

The US life insurance market generated US$578 billion of life insurance premiums in 2008, comprising

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

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

Life insurance premiums GDP
Penetration Density Savings
2008 2008 Share CAGR 2008 rate rate rate
of world

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

Hong Kong 21.3 0.86 16.1 216 9.9 2,930 314
Korea" 66.4 2.67 9.6 826 8.0 1,348 18.4
Thailand 5.0 0.20 9.0 273 1.8 77 10.9
Singapore 114 0.46 15.5 182 6.3 2,549 343
China 95.8 3.85 242 4,324 22 72 36.5
Malaysia(!) 6.1 0.25 12.1 219 2.8 226 234
Philippines 1.4 0.06 15.6 169 0.9 16 7.9
Indonesia 4.7 0.19 27.9 514 0.9 20 12.6
Vietnam 0.7 0.03 14.8 90 0.7 8 5.7
Taiwan 52.7 2.12 17.3 396 13.3 2,288 10.0
India 48.9 1.96 29.2 1,218 4.0 41 322
Australia 42.7 1.71 13.8 968 44 2,038 14.8
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New Zealand 1.1 0.04 0.2 127 0.8 253 (8.8)
Japan 367.1 14.74 (0.8) 4,845 7.6 2,870 10.0
UsS 578.2 23.22 3.8 14,265 4.1 1,901 5.8
UK 342.8 13.76 17.2 2,677 12.8 5,582 -1.1

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

(1) Life insurance industry data is for the 12 months ended 31 March of the year subsequent to the year indicated
Asia
Industry overview and trends
Strong economic growth
The Asia Pacific region has recently experienced strong economic growth and increases in income per capita. GDP in
the Asia Pacific region grew at a CAGR of 17.1% from 2003 to 2008, with GDP growth of 15.4% in 2008. This
growth is significantly higher than the growth experienced by UK and US (CAGR of 8.3% and 5.4% from 2003 to
2008, and GDP growth of (3.5%) and 3.0% in 2008, respectively).

44

Table of Contents 84



Edgar Filing: PRUDENTIAL PLC - Form 6-K

Table of Contents

The following table sets forth key macroeconomic data for the Asia Pacific region for the periods indicated.

CAGR
2003 2004 2005 2006 2007 2008  2003-8
GDP (US$bn) 4,325 4,953 6,111 6,861 8,251 9,522 17.1%
Nominal GDP growth (%) 17.3 14.5 23.4 12.3 20.3 15.4
GDP per capita (US$) 1,483 1,677 2,047 2,259 2,660 3,038

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

High historical life insurance premium growth rates

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

Continued low penetration and density rates

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

Favourable demographic changes

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

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

Population (mm) Population aged 65 and above
%
CAGR population CAGR
2008 2003-2008 2008 2003-2008
Asia Pacific 3,134.3 1.4% 7.0 2.9%
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Source: Euromonitor International for population above the age of 65; Swiss Reinsurance Company Sigma Reports
No. 3/2004 and No. 3/2009 for total population

High household savings rates

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

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

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

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

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

Developing pension markets

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

Shift to multi-channel distribution

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

Country market overview

Hong Kong
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The Hong Kong life insurance market was the sixth largest in the Asia Pacific region, with approximately

US$21.3 billion in life insurance premiums in 2008. Prudential considers Hong Kong to be a sophisticated and
developed insurance market within the Asia Pacific region. The Hong Kong life insurance industry has experienced
double digit life insurance premium growth, with a CAGR of approximately 16.1% between 2003 and 2008. The
Directors believe this recent premium growth and Hong Kong s recent economic growth (GDP grew at a CAGR of
approximately 6.3% from 2003 to 2008), coupled with its penetration rate (9.9% in 2008) and density rate (over
US$2,900 in 2008), suggest a developed life insurance market within the Asia Pacific region with a demonstrated
customer demand for insurance products.

46

Table of Contents

88



Edgar Filing: PRUDENTIAL PLC - Form 6-K

Table of Contents

The Hong Kong life insurance market had approximately 46 life insurance companies and 19 composite insurance
companies as of 30 June 2009. The following table sets forth the top five life insurance companies in Hong Kong by
market share of life insurance APE in 2009 based on data published by the OCI:

Company Rank by Market Share®
HSBC Insurance 1
Prudential Group 2
AIA Group 3
BOC Life 4
Hang Seng Insurance 5

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

Thailand s life insurance market was the ninth largest in the Asia Pacific region in 2008, with approximately

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

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

Company Rank by Market Share
AIA Group 1

Thai Life 2

SC New York Life 3

Muang Thai 4

Bangkok Life 5
Prudential Group 12
Singapore

Singapore s life insurance market is the seventh largest in the Asia Pacific region, with approximately US$11.4 billion
of life insurance premiums in 2008. Life insurance premiums grew at a 15.5% CAGR between 2003 and 2008.
Prudential believes Singapore is an attractive and developed life insurance market within the Asia Pacific region
because of its status as a regional financial centre, its compulsory social security savings scheme (the Central
Provident Fund), penetration rate (6.3% in 2008) and density rate (over US$2,500 in 2008). The Directors believe that
the country s small population and significant wealth have created a market that presents unique growth opportunities
for insurance companies.
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There were approximately 16 life insurance companies in the Singapore life insurance market as of 30 June 2009. The
following table sets forth the top five life insurance companies in Singapore by market share of life insurance
premiums in the first half of 2009 on a weighted new business basis:

Company Rank by Market Share
Prudential Group 1
NTUC Income 2
GE Life 3
AIA Group 4
ManulL.ife 5

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

Malaysia

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

There were approximately 16 registered life insurers in Malaysia s life insurance market as of 31 December 2008. The
following table sets forth the top five life insurance companies in Malaysia by market share of life insurance

premiums on APE basis in 2009 based on data published by the Life Insurance Association of Malaysia and Insurance
Services Malaysia:

Company Rank by Market Share(»

Prudential Group
GE Life

ING

AIA Group
Allianz

I O R R

(1) Market share data includes Takaful business
India

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

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

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

China

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

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

Company Rank by Market Share

AIA Group
Aviva COFCO
Hua Tai
CITIC-Prudential
Metlife

R O R R
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Korea

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

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

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

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

Company Rank by Market Share

Philamlife
Sunlife

Pru Life
Insular Life
AXA

I O R R

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

Indonesia

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

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

Company Rank by Market Share
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Prudential Group
Bumputera 1912
Mega Life

Allianz Life Indonesia
AXA Group

AIA

~N kW=

Taiwan

With approximately US$52.7 billion of life insurance premiums in 2008, Taiwan s life insurance market is the third
largest in the Asia Pacific region and the ninth largest in the world. Life insurance premiums grew at a CAGR of

17.3% from 2003 to 2008. Prudential believes that the market s penetration rate (13.3% in 2008) and density rate (over
US$2,200 in 2008) suggest that it is a developed market within the Asia Pacific region with a demonstrated customer
demand for life insurance products.

Vietnam
Vietnam s life insurance market had approximately US$0.7 billion of life insurance premiums in 2008. Life insurance
premiums grew at a CAGR of 14.8% from 2003 to 2008. Prudential believes that the country s growing economy

(GDP grew at a CAGR of approximately 18.8% from 2003 to 2008) and a population that is largely
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uninsured (0.7% penetration rate in 2008) suggest strong growth opportunities in the life insurance market despite the
challenges of distributing insurance products in a market in which only 28% of the population is urbanised.

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

Company Rank by Market share

Prudential Group
Bao Viét Life
Manulife

ACE Life

AIA Group

R O R R

Australia

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

New Zealand

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

External competition

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

The global life insurers that are Prudential s competitors in the Asia Pacific region include Allianz, Aviva, AXA Asia

Pacific, ING and Manulife. Other competitors relevant in one or two of Prudential s key markets include HSBC Life in
Hong Kong, Korea Life, Kyobo Life and Samsung Life in Korea, Thai Life in Thailand, Great Eastern in Singapore
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and Malaysia, and China Life, China Pacific and Ping An in China.
US

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

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

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

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

Following the recent downturn in 2007, 2008 and the first half of 2009, the US economic growth solidified and
broadened in the second half of 2009. However, overall prospects remain uncertain. The US economic recovery is

expected to remain sluggish by past standards, as the forces driving it are to a certain extent temporary in nature,
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notably the exceptional fiscal stimuli put in place and the additional liquidity provided by the Federal Reserve to
support credit markets.

Strong growth prospects

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

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

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

Density
Life insurance premiums GDP Penetration rate rate  Savings
2008 CAGR 2008 2008 2008 rate
(US$bn) 2008 Share of world market in % 2003-2008 (%) (US$bn) (%)  (US$) 2008 (%)
578.2 23.2 3.8 14,265 4.1 1,901 5.8
Sources: Swiss Reinsurance Company: Sigma Reports No. 3/2004 and No. 3/2009 and Euromonitor International for
savings rates
Life insurance premiums in the United States increased in recent years, growing at a CAGR of 3.8% from 2003 to
2008 (from US$481 billion in 2003 to US$578 billion in 2008). Including group pension 401(k) business, life
insurance penetration was 4.1% in 2008.
Market growth underpinned by demographic and socio-economic factors
The following table sets forth certain demographic data for the United States for the periods indicated.
Population aged 65 and
Population (mm) above
CAGR % population CAGR
2008 2003-2008 2008 2003-2008
[N 304.2 0.9 12.8 1.6

Sources: Euromonitor International for population above the age of 65, Swiss Reinsurance Company: Sigma Reports
No. 3/2004 and No. 3/2009 for total population
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Market growth in the US is expected to be driven by the concentration of wealth in the older segments of the
population. Life expectancy has been increasing materially over the past decades, while at the same time average
retirement ages have fallen significantly. These trends led to a large increase in the average time individuals spend in
retirement, and, consequently, have increased the risk that individuals finances will be insufficient to cover the costs
of living in retirement.

Consumer sentiment shifting back to equity-linked products

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

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

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

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

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

Recent economic turmoil caused disruption to annuity market

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

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

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

Increasing regulatory scrutiny

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

Competition

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

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

Jackson does not have a significant career agency sales force to distribute its annuity products in the United States
and, consequently, competes for distributors such as banks, broker-dealers and independent agents.
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The following table sets forth the top five variable annuities providers in the US by market share in 2009 based on
data published by Morningstar (formerly VARDS):

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

Company Rank by Market Share

NY Life

AIG

MetLife

AEGON

Pacific Life

Jackson 1

W L W =

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

Company Rank by Market Share

Allianz

Aviva

American Equity
Jackson

Lincoln

N B~ W -

UK

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

Industry overview and trends

Significant life insurance market

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

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

indicated.

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

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

Ageing population

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

in the future, with people working longer and phased or partial retirement becoming more commonplace.

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

Population (mm)
% Change Y% Change

Age Group 2008 2018 2028 2008-2018  2008-2028
0-14 10.8 11.5 11.9 6% 10%
15-29 12.3 12.3 12.3 0% 0%
30-44 13.0 12.8 14.2 -2% 9%
45-59 11.8 13.2 12.2 12% 3%
60-74 8.8 10.0 11.4 14% 30%
75+ 4.8 5.8 7.9 21% 65%
All ages 61.4 65.6 69.8 7% 14%

Source: UK Office of National Statistics: National Population Projections 2008-based
Low savings rates and high levels of consumer debt

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

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

The household savings ratio is households saving as a percentage of total available households resources.
Source: Euromonitor International
Shift in responsibility for retirement provision towards individuals

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

Distribution trends

Intermediaries remain the dominant distribution channel in the life and pension market, with around 70% of the
market currently distributed through this channel. Financial advisers have tended to move upmarket to target the high
net worth and mass affluent segments of the market. The FSA s Retail Distribution Review, which is expected to be
fully implemented in 2012, may prompt a realignment of the distribution landscape.

It is still too early to predict the full impact of the RDR but it is anticipated that it will result in a shake-up of the
advisory sector with many older IFAs, operating in smaller firms and focusing on a transactional sales based
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approach, being forced from the industry by a combination of the loss of commission, the requirement to undertake
training and higher capital requirements. Prudential has been preparing for the introduction of RDR for some time and
is continuing to work with the regulator, industry bodies and distributors on ways to help advisers make the transition
to the new environment.

Competition

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

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

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

UK and European asset management market and trends

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

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

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

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

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

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

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

Asian asset management and market trends

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

Across the region, banks currently dominate fund distribution and it is expected that they will continue to remain the
largest channel for the foreseeable future. Overall, the market distribution mix in 2010 is expected to remain largely
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the same as 2009, with banks accounting for the majority of sales in most markets (e.g. 75% in China, 75% in

Hong Kong, 56% in Thailand (in 2008), 62% in Singapore, 52% in Japan), brokers keeping a large share in Korea
(50%), Japan (46%) and India (40%) and IFAs and other channels strong in Taiwan (58%), India (29%) and to a lesser
extent in Singapore (13%).

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

55

Table of Contents 106



Edgar Filing: PRUDENTIAL PLC - Form 6-K

Table of Contents

PART VIII
INFORMATION ABOUT THE AIA GROUP

For the purposes of reading this Part of the prospectus, you should refer to the list of explanations set out in paragraph
15 of Part XIII (Operating and Financial Review of the AIA Group) which contains explanations of certain terms used
only in this Part VIII and Part XIII (Operating and Financial Review of the AIA Group) of this prospectus. These
terms and their meanings may not always correspond to standard industry meaning or usage of these terms.

Unless otherwise indicated, the financial data relating to the AIA Group in this Part VIII has been extracted without
material adjustment from the historical financial information of the AIA Group as reported on by
PricewaterhouseCoopers set out at Part XV (Historical Financial Information for AIA Group) of this prospectus or
from AIA Group s unaudited accounting records, operating systems and other information prepared by AIA or
Prudential.

1. Overview

The AIA Group is a leading life insurance organisation in Asia Pacific that traces its roots in the region back more
than 90 years. It provides individuals and businesses with products and services for their evolving insurance,
protection, savings, investments and retirement needs in 15 geographical markets in the region: Hong Kong, Korea,
Thailand, Singapore, China, Malaysia, the Philippines, Australia, Indonesia, Vietnam, Taiwan, New Zealand, India,
Macau and Brunei. In FY 2009, the ATA Group had US$11,632 million in total weighted premium income ( TWPI ).
As of 30 November 2009, it had US$91.5 billion in total assets and total equity attributable to shareholders of AIA of
US$15.3 billion.

As of 30 November 2009, the AIA Group (excluding AIA India, a joint venture in which the AIA Group has a 26%
equity interest) had approximately 15,500 employees serving the holders of its approximately 21.3 million in-force
policies and approximately 9 million participating members of its clients for group life, medical, credit life coverage
and pension products.

The AIA Group derives substantially all of its premiums from its 15 geographical markets across the Asia Pacific
region. The AIA Group s individual local operating units are significant businesses in their own right, with

Hong Kong, Singapore and Thailand each contributing more than US$350 million of operating profit in FY 2009. At
the same time, in FY 2008 and FY 2009, no more than 25% of the AIA Group s TWPI came from any one
geographical market.

The AIA Group s extensive book of in-force business has created (i) a stable operating profit base, with (ii) high
renewal premiums (84.1% of its TWPI consisted of renewal premium in 2009). In FY 2009, the AIA Group had an
operating profit of US$1,835 million and an ATA operating margin of 15.8%. In addition, as of 30 November 2009, it
had capital in excess of its requirements under relevant Hong Kong insurance regulatory guidance and it complied
with relevant capital adequacy requirements in each of its geographical markets.

The AIA Group was a market leader in the Asia Pacific region based on life insurance premiums in 2008, according to

regulatory and industry sources in the relevant market. Owing to its historic roots in the Asia Pacific region, the AIA
Group has built a network made up almost entirely of wholly-owned businesses operating as branches or subsidiaries.
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As of 30 November 2009, the AIA Group s tied agency force consisted of approximately 162,720 agents (excluding
those who serve AIA India). In each of Hong Kong, Singapore, and Thailand, the AIA Group s agency force made up
more than 15% of the total agents in that market in 2008.

More recently, the AIA Group has developed its other distribution channels, particularly bancassurance and direct
marketing. Bancassurance relationships, in the AIA Group s geographical markets excluding India, provide potential
access to approximately 12,000 of its partners bank branches.

2. History

2.1 Origins and development

The AIA Group traces its roots in Asia to 1919 when Cornelius Vander Starr, a young American entrepreneutr,
established a fire and marine insurance agency in Shanghai.

In 1931, the AIA Group s principal operating subsidiary, AIA Co, was initially registered in Shanghai as a Hong Kong
company under the name International Assurance Company, Limited (later changed to American International

Assurance Company, Limited). Within 7 years, the business had expanded into several other markets
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in Asia Pacific through the establishment of branches in Singapore (1931), Hong Kong (1931), Malaysia (1934) and
Thailand (1938, in respect of life insurance business), all of which remain key markets for the AIA Group today.

In the late 1940s, events in China led to the transfer of AIA Co s regional office to Hong Kong and, in 1950, the
suspension of operations in the PRC. AIA Co s new Hong Kong base became the platform for a programme of
post-war expansion with the geographical footprint of the AIA Group companies and branches expanding to include
Brunei (1957), Australia (1972, in respect of life insurance business), New Zealand (1981), Macau (1982), Indonesia
(1984), Korea (1987), Taiwan (1990), Vietnam (2000) and India (2001). Hong Kong was also the gateway back to
mainland China in 1992 when AIA Co became the first foreign insurer to receive a licence to sell life insurance in the
PRC and opened a branch office in Shanghai. Today, the AIA Group operates in China with licensed sales offices in
2 provinces (Guangdong and Jiangsu) and 3 cities (Shanghai, Beijing and Shenzhen).

Today, the AIA Group s Hong Kong base is the hub of an insurance network that spans the following 15 geographical
markets:

Commencement
of
Life Insurance
Geographical Market Operations Ownership Structure
Singapore 1931 Branch
Hong Kong 1931 Branch
Malaysia 1934 Wholly-owned subsidiary (transferred from a
branch in 2008)
Thailand 1938 Branch
Philippines 1947 Subsidiary (owned 99.78%)
Brunei 1957 Branch
Australia 1972 Wholly-owned subsidiary
New Zealand 1981 Branch
Macau 1982 Branch
Indonesia 1984 Joint venture*
Indonesia 1999 Wholly-owned subsidiary™**
Korea 1987 Branch
Taiwan 1990 Branch
China 1992 Branches
Vietnam 2000 Wholly-owned subsidiary
India 2001 Joint venture

*  Initial operation was via a joint venture that was divested on 22 October 2009.
** The current Indonesian business is operated through PT AIA Financial. See section 6 (Primary operating units)
below.

2.2  The AIG Events
In the second half of 2008, the AIA Group s parent, AIG, experienced an unprecedented strain on liquidity. The two

principal causes of the liquidity strain were demands for the return of cash collateral under AIG s US securities lending
programme and collateral calls on AIG Financial Product Corp. s super senior multi-sector collateralised debt
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obligations ( CDO ) credit default swap portfolio. Both of these liquidity strains were significantly exacerbated by the
downgrades of AIG s long-term debt ratings by S&P, Moody s and Fitch on 15 September 2008.

As aresult of AIG s liquidity requirements and certain other events (collectively, the AIG Events ) and AIG s inability
to find a viable private sector solution to its liquidity issues, AIG entered into the FRBNY Credit Agreement with
FRBNY on 22 September 2008.

In March 2009, AIG announced that it had agreed to transfer its equity ownership of AIA Co to a special purpose
vehicle in return for a reduction of the debt owed by AIG under the FRBNY Credit Agreement.

In May 2009, AIG announced that it would take additional steps to position the AIA Group as a separate entity and
seek a public listing.

2.3 Impact of the AIG Events on the AIA Group

The impact of the AIG Events on AIA Co included reputational damage, a decline in the value of new business, an
increase in surrendered policies and the adverse impact on its capitalisation resulting from the decline in the value of
AIG stock owned by AIA Co. Throughout this period, AIA Co worked closely with its regulators to ensure that
policyholders were not adversely impacted by the AIG Events and to comply with regulatory requirements (including
regulatory orders designed to protect the AIA Group s assets in several of its geographical markets).
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Subsequent to the AIG Events, AIA Group management took steps to enhance the capital adequacy of the AIA Group
by unwinding certain arrangements with the AIG Group. For more information concerning the financial performance
of the AIA Group, see Part XIII (Operating and Financial Review of the AIA Group).

2.4  Reorganisation

In 2009, the AIA Group was reorganised in order to improve operational and financial efficiency, respond to the AIG
Events and better position the AIA Group for a public offering or a sale (collectively, the Reorganisation ). The
Reorganisation consisted of three phases: (1) rationalisation of the AIA Group structure; (2) reorganisation driven by
the AIG Events; and (3) preparation for a public offering or a sale.

Phase I Rationalisation of the AIA Group Structure

For historical reasons, a number of the life insurance businesses that worked closely with AIA Co, and now form part
of the AIA Group, were held directly by AIRCO, rather than as subsidiaries of AIA Co, the principal operating entity
within the AIA Group. To rationalise the group s structure, and simplify corporate governance, regulatory
management, tax planning and legal and compliance functions, a reorganisation was initiated to transfer legal
ownership of these entities, and of the Taiwan branch of ALICO, to create the AIA Group. On 28 February 2009,
pursuant to the terms of a series of share swap agreements, this reorganisation was completed and AIA-B, AIA
Australia and AIA-PT were transferred by AIRCO to AIA Co. On 1 June 2009, AIA-B acquired the business of the
Taiwan branch of ALICO (now known as American International Assurance Company (Bermuda) Limited Taiwan
Branch).

The first phase of the restructuring brought within a single corporate group the Asia Pacific business that had been
historically managed together from a regional office in Hong Kong.

Phase I Reorganisation Driven by the AIG Events

As a consequence of the AIG Events, on 2 March 2009, AIG and the FRBNY announced their intention to enter into
certain transactions that would reduce AIG s obligations under the FRBNY Credit Agreement and more clearly
separate the AIA Group from the AIG Group.

On 25 June 2009, AIG, AIRCO and FRBNY entered into a purchase agreement (the June 09 Purchase Agreement )
relating to AIA Co and Philamlife. Pursuant to the June 09 Purchase Agreement, AIG agreed to contribute the equity
of AIA Co to a special purpose vehicle, AIA Aurora LLC, in exchange for the common interests in AIA Aurora LLC,
and the FRBNY agreed to receive preferred interests in AIA Aurora LLC. As a result of the transactions contemplated
by the June 09 Purchase Agreement, AIRCO transferred 100% of the common stock of AIA Co to AIA, a newly
formed holding company wholly-owned by AIA Aurora LLC, on 30 November 2009. The June 09 Purchase
Agreement also provided for Philamlife to be transferred to AIA Co as further described in Transfer of Philamlife
this section.

Phase III Preparation for a public offering or a sale

In the second half of 2009, the AIA Group acquired certain AIG life insurance businesses that had previously worked
closely with AIA Co and divested certain businesses that were owned by members of the AIA Group for historical
reasons but were more aligned with other entities and business lines in the AIG Group. The key transactions resulting

from this reorganisation were as follows:

Transfer of Philamlife
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In August 2009, ALICO and AIG entered into an agreement with AIA Co to transfer all of their legal and beneficial
interests in Philamlife to AIA Co in exchange for an AIA Co promissory note equal to the net book value of
Philamlife. In conjunction with the transactions carried out under the June 09 Purchase Agreement, this promissory
note was indirectly contributed by AIG to AIA Co and cancelled.

Sale of AIGGIC(A)

AIG determined that AIG Global Investment Corporation (Asia) Ltd. ( AIGGIC(A) ), the asset management business
owned by AIA-B (but managed by the AIG Group separately from AIA-B s life insurance business), would be
consolidated with AIG s global asset management business, which was in the process of being sold to a third party as
part of AIG s global restructuring plan. Consequently, on 13 August 2009, AIG and AIA-B entered into a purchase
agreement to transfer AIGGIC(A) and its subsidiaries, consisting of asset management and related entities, from
AIA-B to AIG in exchange for a promissory note from AIG to AIA-B of US$86,660,000. Prior to
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closing of that sale, AIGGIC(A) was renamed PineBridge Investments Asia Limited. At the closing of the sale
transaction, which occurred on 25 November 2009, AIGGIC(A) and certain of its asset management affiliates
(collectively, AIGGIC ) on the one hand and AIA Co, on the other hand, entered into agreements providing for certain
services and transitional arrangements including the provision of investment management services by AIGGIC to the
AIA Group. On 29 March 2010, AIG announced that AIGGIC was sold by AIG to Bridge Partners, L.P., an entity
affiliated with the Pacific Century Group.

Sale of ALICO

In March 2010, AIG and ALICO Holdings LLC ( ALICO Holdings ) entered into a definitive agreement with MetLife,
Inc. ( MetLife ) for the sale of ALICO by ALICO Holdings to MetLife, and the sale of Delaware American Life
Insurance Company by AIG to MetLife, for approximately US$15.5 billion, including US$6.8 billion in cash and the
remainder in equity securities of MetLife, subject to closing adjustments. According to AIG s public announcement
dated 8 March 2010, the sale of ALICO is expected to be completed by the end of 2010. ALICO was transferred by

AIG to ALICO Holdings as part of the reorganisation driven by the AIG Events and has historically operated as a
separate group.

2.5 The AIA Group s next chapter

The AIA Group s profitable businesses have permitted the AIA Group to finance and construct an operating
infrastructure in the region that permits it to operate on a largely standalone basis from AIG. The AIA Group has been
engaged in a series of separation initiatives since 2007. In 2009, the AIA Group launched a new branding initiative
throughout the Asia Pacific region to communicate its new identity and to transition branding in certain markets that
have historically used the AIG brand.

2.6  The Acquisition
In March 2010, Prudential, AIA Aurora LLC and New Prudential entered into the Acquisition Agreement under
which, subject to the terms and conditions of that agreement, New Prudential has agreed to acquire the entire issued

share capital of AIA.
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The following chart is a simplified representation of the principal operating subsidiaries and branches of the AIA
Group following the Reorganisation but prior to the Acquisition. All subsidiaries are wholly-owned by AIA unless
otherwise indicated.

*  The remaining interests in AIA India are held by Tata Sons Limited, AIA s joint venture partner.

**  Approximately 0.22% of Philamlife s shares are owned by 13 separate independent third parties consisting of 11

natural persons and the estate of two natural persons.
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The following chart is a simplified representation of the principal operating subsidiaries and branches of the AIA
Group following completion of the Acquisition. All subsidiaries are wholly-owned by AIA unless otherwise indicated.

*  The remaining interests in AIA India are held by Tata Sons Limited, AIA s joint venture partner.

**  Approximately 0.22% of Philamlife s shares are owned by 13 separate independent third parties consisting of 11
natural persons and the estate of two natural persons.

From completion of the Acquisition, AIA will no longer be a subsidiary of AIG, the agreements previously entered
into by AIG and the FRBNY will cease to have effect in relation to the AIA Group and the FRBNY will cease to have
any special rights with respect to AIA.

3. AIA Group strengths
The AIA Group s competitive strengths include:
Deep and historic roots in the Asia Pacific region

The AIA Group traces its roots in the Asia Pacific region back more than 90 years. It was among the first insurers to
establish operations in many of its Key Geographical Markets and in certain cases played a role in the development of
the life insurance industry in these markets. In Hong Kong, Singapore, Thailand and Malaysia, the AIA Group has
sold life insurance products to its customers since the 1930s. It was also the first licensed foreign life insurer to
establish operations in the PRC. The AIA Group s early entry into many of its geographical markets has given it a
historic advantage in establishing a network made up almost entirely of wholly-owned businesses.

AIA has grown to become a household name with high brand recognition in its key geographical markets.

A broad footprint across the Asia Pacific region

Within the Asia Pacific region, the AIA Group has a broad geographical footprint, with a network stretching across 15
geographical markets. As of 30 November 2009, the AIA Group, excluding AIA India, had approximately

162,720 agents and approximately 15,500 employees serving the holders of its approximately 21.3 million in-force
policies and its approximately 9 million participating members of its clients for group life, medical, credit life

coverage and pension products.
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Additional information on total weighted premium income and operating profits/(loss) by market is provided in
Part XIII of this prospectus.

An extensive tied agency network and an expanding multi-channel distribution platform

The AIA Group had a large, long-standing tied agency force of approximately 162,720 agents, excluding those who
serve AIA India, as of 30 November 2009, that is the cornerstone of its distribution platform. For many decades, the
AIA Group s agents have provided it with significant reach and access in terms of face-to-face customer targeting and
servicing capabilities, enabling it to build and maintain long-term relationships with its customers. The AIA Group s
tied agency force spans the Asia Pacific region.

In each of Hong Kong, Singapore and Thailand, the AIA Group s tied agency force made up more than 15% of the
total agents in that market in 2008. As of 1 August 2009, more than 1,300 of the AIA Group s agents, including those
that serve AIA India, were members of the Million Dollar Round Table ( MDRT ), a global professional trade
association that recognises significant sales achievements while working to develop professional and ethical sales
practices.

In many of its geographical markets, the AIA Group has built and continues to develop other distribution channels to
increase penetration and broaden its access to potential customers and to meet the evolving preferences of its current
customers. For example, as of 30 November 2009, the AIA Group, excluding AIA India, has established
approximately 80 bank relationships, giving it access to its partners customers across approximately 12,000 bank
branches. The AIA Group has also developed its direct marketing and IFA distribution channels across the region by
drawing on well-established models in some of its key markets to capitalise on emerging direct marketing and IFA
opportunities.

A diversified suite of products and innovative product capabilities

The AIA Group has a broad and diversified suite of products, ranging from traditional to investment-oriented
products, that are designed to meet its customers needs at different stages of their lives. This diversified product suite
is intended to position the AIA Group to capture shifting demand across its geographical markets and cater to
differences in such markets due to the varying stages of development of the life insurance industry. The AIA Group is
continuing its focus on developing Takaful and Shariah-compliant products and services by actively pursuing Takaful
opportunities in the region.

Stable profitability and financial strength derived from a diversified base of geographical markets and products

The AIA Group s extensive book of in-force business has created a stable profit base, with high renewal premiums
(84.1% of the AIA Group s TWPI in FY 2009 consisted of renewal premiums). In FY 2009, the AIA Group had an
operating profit of US$1,835 million and an AIA operating margin of 15.8%.

The AIA Group derives its income from a diverse range of sources across its geographical markets. Three of the AIA
Group s Key Markets, Hong Kong, Singapore and Thailand, each generated more than US$350 million of operating
profit in FY 2009, and Malaysia, China, Korea and its Other Markets produced US$150 million, US$89 million,
US$81 million and US$191 million, respectively. At the same time, no more than 25% of TWPI in FY 2009 was
derived from any one geographical market.

In addition, the ATIA Group has a strong AIA solvency position on both a regional and individual geographical market
basis. As of 30 November 2009, it had capital in excess of its requirements under relevant Hong Kong insurance
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4. Products
To serve the evolving needs of its customers, the AIA Group has developed and continues to expand a broad,
diversified product suite that is designed to respond to its customers needs at each stage of their lives. The AIA Group
typically develops and launches numerous new products across its multi-channel distribution platform annually.

4.1  Product strategy and development

A key element of the AIA Group s product development strategy is to provide relevant product solutions that meet its
clients evolving insurance, protection, savings, investment and retirement needs. In addition, the AIA Group
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varies its product offerings by geographical market in order to respond to both their varying stages of economic and
regulatory development and specific market trends.

The AIA Group head office oversees a product development group consisting of three distinct teams: strategic
marketing; target marketing and customer relationship management; and product management. The AIA Group head
office is increasingly utilising sophisticated consumer research and analysis tools to identify trends and fill new
product niches.

The AIA Group has an extensive proprietary information database accumulated over its long history in the Asia
Pacific region. In addition, the AIA Group tests its products to ensure product features meet risk controls. The pricing
of all products is overseen by the actuarial group which applies specific criteria so that all new products are vetted for
profitability, capital efficiency and sustainability (i.e. that they remain profitable under various economic and market
scenarios). Existing products are also reviewed annually to ensure that they continue to meet the AIA Group s
profitability and capital efficiency requirements.

4.2  Key product lines

TWPI and other information for the AIA Group s key products lines for the periods indicated is set forth in the table
below:

Year Ended 30 November

2007 2008 2009

(in US$ millions)

Ordinary individual life insurance 7,216 7,439 7,285
AIA investment-linked products 2,223 2,532 2,069
Standalone health and protection 1,304 1,426 1,349
Group insurance 502 704 877
Other 113 102 52
Total 11,358 12,203 11,632

Ordinary individual life insurance

The AIA Group offers a wide variety of life insurance products for individuals in four principal categories: term life;
traditional basic participating; traditional basic non-participating; and universal life products. These products continue
to be the major contributor to the AIA Group s TWPI, accounting for 63.5%, 61.0% and 62.6% in FY 2007, FY 2008
and FY 20009, respectively.

Term life

Term life insurance provides life insurance protection for a defined period. The sum assured under the policy is paid
to the beneficiary if death occurs during the period of coverage.

Traditional basic participating life insurance
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Participating policies are contracts of insurance where the policyholders have a contractual right to receive additional
benefits based on investment return and/or other factors, as a supplement to any guaranteed benefits. In some markets,
participating business is written in a participating fund that is distinct from the other assets of the insurer. In these
markets, the allocation of benefits to participating policyholders from the assets held in the distinct participating fund
is typically subject to minimum levels or other mechanisms established by applicable regulation. In markets where
participating business is not written in a distinct fund, allocations to participating policyholders are based, at the
insurer s discretion, on the investment performance of a group of assets or contracts and other factors. Whether
participating policies are written in a distinct participating fund largely depends on local practice and regulation. The
extent of policy participation may change over time.

Traditional basic non-participating life insurance

Traditional basic non-participating life insurance products are contracts of insurance where the policyholder has a
guaranteed right to the benefit, which is not at the contractual discretion of the insurer.
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Universal life products

Universal life products are insurance products where the customer pays flexible premiums that are accumulated in an
account and are credited with interest at a rate set by the insurer. The customer may vary the death benefit and the
contract may permit the customer to withdraw the account balance, typically subject to a surrender charge.

AIA investment-linked products

AIA investment-linked products, including variable universal life products, are insurance products where the
surrender value of the policy is linked to the value of underlying investments (such as collective investment schemes,
internal investment pools or other property) or fluctuations in the value of underlying investments or indices.
Investment risk associated with the product is usually borne by the policyholder. Insurance coverage, investment and
administration services are provided for which charges are deducted from the investment fund assets. Benefits payable
will depend on the price of the units prevailing at the time of surrender, death or the maturity of the policy, subject to
surrender charges. AIA investment-linked products are presented together with pension products for purposes of
disclosure of financial information.

Health and protection

The AIA Group offers health and protection and personal accident insurance products, which provide morbidity or
sickness benefits and include health, disability, critical illness and accident cover. Health and protection insurance
products are sold both as standalone policies and as riders that can be attached to the AIA Group s life insurance
products. Health and protection riders are presented together with ordinary individual life insurance products for
purposes of disclosure of financial information.

The market for health and protection is expected to grow as healthcare costs are shifted from governments to citizens
in certain of the AIA Group s geographical markets. These products are key drivers of the AIA Group s profitability
due to its extensive claims database; continuous experience tracking; proactive remedial actions; and economies of
scale in operations.

Group insurance

The group insurance business is operated through the Group Corporate Solutions division ( AIA GCS ), which provides
employee benefits, credit insurance and pension products and services in the Asia Pacific region, serving

approximately 99,000 corporate clients with approximately nine million participating members as of 30 November

2009, excluding corporate clients and participating members relating to AIA India s business. According to regulatory
and industry sources in the relevant market, the AIA Group occupied the leading position in terms of market share of
group life insurance premiums in 2008 in Hong Kong (17.9% of group medical insurance business) and Singapore
(32%), for the year ended June 2009, in Thailand (23.5%) and for the year ended September 2009, in Australia

(20.2%). The AIA Group distributes these products in all 15 of its geographical markets, generally by leveraging off

its multi-channel distribution network. The AIA Group s most important geographical markets for these products and
services, in terms of annual premiums, are Australia, Hong Kong, Malaysia, Singapore and Thailand.

One of the AIA Group s key strategies in this area is to leverage off its access to its participating members to distribute
additional individual life insurance and health and protection insurance products that are tailored to improve the
coverage provided by their employers. The AIA Group is increasing its agents training on AIA GCS products to
encourage greater sales, drive agency force productivity and explore alternative distribution models. For example, it is
working to increase IFA sales of corporate products to smaller and medium-sized enterprises.
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Group insurance, which is typically marketed to corporations, government entities and associations, has been a driver
of both the AIA Group s product volume and profitability growth. Group insurance coverage is typically arranged by
employers for employees of corporate or government entities. The employers typically pay premiums for basic
policies, such as group term life and group medical coverage. Group credit life insurance products typically provide
life insurance protection to the customers (borrowers) of financial lending institutions. The premium is usually built
into the cost of the loans, which may cover mortgages, credit cards and auto loans. The AIA Group, excluding AIA
India, has a significant in-force portfolio of group insurance policies with approximately 61,000 corporate
policyholders and approximately eight million insured employees/members for group life insurance products, as well
as approximately 1,500 corporate policyholders and approximately 1.8 million insured members for group credit life
insurance products as of 30 November 2009.
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Corporate pension products

The AIA Group s corporate pension products business is mainly operated by AIA Pension and Trustee Co. Ltd., a
British Virgin Islands company ( AIA-PT ) and American International Assurance Company (Trustee) Limited, a Hong
Kong company ( AIA-T ). AIA-PT and AIA-T serve as trustees of a multi-investment manager platform offering more
than 50 constituent funds under Hong Kong s Occupational Retirement Schemes Ordinance (Chapter 426 of the Laws
of Hong Kong) ( ORSO ) with respect to voluntary corporate pensions and Mandatory Provident Fund Schemes
Ordinance (Chapter 485 of the Laws of Hong Kong) ( MPFSO ) with respect to defined contribution plans. These
products are distributed across a range of distribution channels. AIA Pension also acts as the trustee of other collective
investment schemes.

Since 2000, there has been a substantial increase in the AIA Group s pension business due to the Hong Kong
government requiring mandatory provident funds for employees. As of 30 November 2009, AIA Pension had a
combined US$6.6 billion of assets under management for its pension management business that covers more than 1.1
million members of its approximately 38,000 ORSO and MPFSO clients in Hong Kong.

The AIA Group utilises mainly tied agency, brokerage and direct marketing channels to distribute pension products
and its operations are supported by its proprietary Regional Pensions Administration System. The AIA Group uses a
mixture of in-house managed funds and third party managed funds.

Other products
Annuity products

The AIA Group s annuities products are savings products where the accumulated amount can be paid out to the
customer in a variety of income streams. The purpose of these products is to fund retirement. The AIA Group
generally has two main types of annuities product: a single premium product where a customer can invest money in a
deferred annuity by paying a single lump sum or a flexible premium product where a customer can invest over a
period of years. Customers can also generally purchase an immediate or income annuity with a single premium where
annuity payments continue during the lifetime of the annuitant or for a fixed period.

General insurance (personal lines) products

The AIA Group s personal lines insurance business comprises private motor insurance, buildings and household
contents insurance, health and protection insurance, pet insurance, travel insurance and insurance for domestic helpers.
It underwrites selected personal lines insurance in Hong Kong, Singapore and Malaysia. Key products include travel,
home contents, private motor, domestic helper and personal liability insurance.

5. Distribution

The AIA Group distributes its products through all major distribution channels, including tied agents, banks, direct
marketing, IFAs and brokers.

Since 1931, the AIA Group has been developing a tied agency force that spans the Asia Pacific region. As of

30 November 2009, its tied agency force consisted of approximately 162,720 agents (excluding those who serve AIA
India).

Table of Contents 122



Edgar Filing: PRUDENTIAL PLC - Form 6-K

The AIA Group is expanding its other distribution channels to extend its exposure and reach. As of 30 November
2009, it had approximately 80 relationships with banks throughout the Asia Pacific region.

In Korea and Taiwan, the AIA Group has used sophisticated direct marketing distribution (such as database
marketing) to expand its distribution platform. In addition, its products are also increasingly sold on a non-exclusive
basis by IFAs and brokers, particularly in more developed markets such as Hong Kong, Singapore and Australia.

Agency channel

The AIA Group had agents accounting for more than 15% of the total tied agency force in Hong Kong, Singapore and
Thailand in 2008. While these tied agents distribute almost all of the insurance products in the product range, they are
a preferred distribution channel for many of the more complex, and generally more profitable, insurance products
offered by the AIA Group, such as its universal life products. The tied agents are not employees of the AIA Group.
The AIA Group s contractual arrangements with tied agents are reviewed by its legal and compliance departments to
ensure that they comply in all material respects with the requirements of applicable law.

The tied nature of the agency model and the AIA Group s role in managing, training and motivating the agency force
provides it with significant control over this distribution channel, allowing it to (i) drive the product strategy
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and development process to meet specific customer segments and demands; (ii) anticipate the needs of customers and
potential new customers; and (iii) create new products and disseminate best practice based on those needs.

In 2009, more than 1,300 of the AIA Group s tied agents, including those that serve AIA India, were rewarded for their
productivity by membership in the MDRT, a global trade association that recognises significant sales achievements

and works to develop professional and ethical sales practices. MDRT membership is an important measure of success
in the life insurance industry. Fewer than 1% of life insurance agents industry-wide are registered MDRT members.

The following table shows the approximate size of the AIA Group s tied agency force in each of its Key Geographical
Markets andits Other Geographical Markets as of 30 November 2009:

Agency Size

Approximate

Number of Tied

Geographical Market Agents
Hong Kong() 8,600
Thailand 80,780
Singapore® 3,950
Malaysia 10,710
China 25,840
Korea 4,370
Other Geographical Markets(®) 28,470
Total 162,720

(1) Amount includes Macau as of 31 October 2009
(2) Amount includes Brunei
(3) Amount excludes the agents that are part of the agency force of AIA India

In its Key Geographical Markets, approximately 40.8% of the AIA Group s agency leaders and approximately 15.1%
of the AIA Group s total tied agency force (which includes its agency leaders) have been AIA Group agents for more
than 10 years as of 31 January 2010. In certain of the AIA Group s markets, tied agents have passed their agency
businesses on to succeeding generations.

Agency management

The AIA Group s tied agency force is led by a chief agency officer and a team of directors of agencies and agency
executives. Each local operating unit has a team of employees dedicated to optimising that unit s agency force, which
is structured as a hierarchy in which high achievers can advance to supervise and manage other agents. The agency
executives supervise the agency leaders who, in turn, supervise the tied agents. As of 30 November 2009, there were
approximately 400 agent trainers dedicated to the training of the tied agency force of the AIA Group, excluding AIA
India. Agency staff monitor and audit the activities of the tied agency force. In order to supervise and motivate its
agents, each local agency team has a wide range of responsibilities, including:
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developing and implementing strategic plans for agency expansion;

providing advice to agency leaders on how to better manage their agencies;

working with AIA Group agency to develop annual strategic plans and productivity goals;

working with development teams to create agency incentive contests and award programmes; and

overseeing training and development programmes for various levels of agents.
The AIA Group has developed an agency business strategy reflecting the varying nature of the markets in which it
operates. In more developed markets, such as Hong Kong and Singapore, it is focusing on greater market and agent
segmentation to serve better the high net worth population, improving agent compensation schemes to incentivise
sales of more profitable products and developing a needs-based selling approach. In addition, it has taken steps to
rationalise less productive agents in certain geographical markets. In faster growing markets, such as China, the

priority is to expand the agency force by aligning manager compensation with recruiting success.
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Compensation

The compensation system for tied agents aligns their incentives with the AIA Group s key objectives, such as sales of
more profitable products, production and policy persistency. The core components of the agency compensation
scheme are commissions, production bonuses and persistency bonuses. Reflecting the different operating
environments in the Asia Pacific region, the specific terms and conditions regarding agent compensation vary from
geographical market to market. For example, in many of the markets that the AIA Group has entered relatively
recently, compensation is designed to drive agent recruitment and growth of the agency force, while arrangements in
established markets place greater emphasis on sales of more complex and profitable products. The AIA Group
constantly reviews its compensation arrangements in light of industry developments and has a well-defined internal
approval process for any modifications to its compensation schemes.

Training and development

To enhance agent productivity and retention, the AIA Group has developed a training programme designed for new
agents, experienced agents, new agency leaders and experienced agency leaders. At all levels, training focuses on
compliance with local licensing requirements and the AIA Group s conduct guidelines, as well as productivity and
profitability, with an emphasis on understanding the AIA Group s product suite so as to permit its agents to respond to
customer needs with the relevant product solutions.

Bancassurance channel

The AIA Group has focused on extending its presence in bancassurance, which is an increasingly important
distribution channel for its ordinary life and health and protection insurance products. As of 30 November 2009, the
AIA Group, excluding AIA India, had approximately 80 bancassurance relationships, which range from exclusive
agreements, which generally have a term of five years or more, to open architecture agreements. Open architecture
agreements are non-exclusive and typically allow the AIA Group s partners to sell the insurance products of 2 to 4
insurance companies and have open-ended or one-year renewable terms. The AIA Group s (excluding AIA India)
bancassurance partners have a network of approximately 12,000 bank branches, which provide the AIA Group with an
opportunity to extend its reach and access its bancassurance partners customers. In FY 2008, the AIA Group,
excluding AIA India, entered into 15 new bank relationships, and in FY 2009, the AIA Group, excluding AIA India,
added another 8 relationships, including an exclusive strategic joint venture in the Philippines in which Philamlife
acquired a 51% stake in Ayala Life Insurance, Inc. ( Ayala Life ), the life insurance subsidiary of the Bank of the
Philippine Islands ( BPI ), a leading bank in the Philippines, giving the AIA Group access to a distribution network
with more than 750 branches.

Bancassurance is attractive because it provides access to the AIA Group s partners client base and branch
infrastructure, and extends the AIA Group s market reach and exposure. Bancassurance distribution is also responsive
to the evolving needs of customers who prefer a single point of entry for banking, insurance and other financial
services.

Direct marketing channel

Direct marketing is an increasingly important distribution channel for the AIA Group. The AIA Group employs direct
marketing teams in Taiwan for both direct-to-consumer sales and for sponsor arrangements where it markets products
to the customers of consumer lending partners. In Korea, the AIA Group utilises hybrid marketing, a distribution
channel that relies on a phased sales approach consisting of telephone marketing followed by face-to-face meetings. It
typically establishes sponsor partnerships on a market-by-market basis. The AIA Group s approach to direct marketing
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is diverse, leveraging several sub-channels such as broad media advertising; database marketing; outbound calling of
affinity customers; and direct marketing agencies, which are external call centres that distribute its products. The AIA
Group is developing additional direct marketing centres in Thailand, Australia and Indonesia. In Thailand, the AIA
Group signed agreements with 5 new sponsor partners in 2008 and 2009. It also launched a broad marketing campaign
in Thailand in the fourth quarter of 2008 for a guaranteed issue whole life product for senior citizens. In Indonesia, it
set up a call centre in 2008 and extended a number of its bancassurance relationships to include a direct marketing
component in 2009.

IFA brokerage channel

The AIA Group utilises IFA/brokerage distribution channels primarily in Hong Kong, Singapore and Australia. As of
30 November 2009, it had approximately 400 active relationships (i.e. the business partner regularly submits new
business to the AIA Group) with business partners in this channel, including relationships with approximately

270 broker-dealerships in Australia, 123 IFAs in Hong Kong and 8 financial advisers in Singapore. Arrangements
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between the AIA Group and its [FA/brokerage partners are typically non-exclusive and include commission-based
payment terms. As of 30 November 2009, the average duration of AIA Group s IFA/brokerage relationships in Hong
Kong, Australia and Singapore was approximately 10.6, 5.5 and 2.5 years, respectively.

IFA/brokerage distribution may become increasingly important in the AIA Group s more developed markets, to the
extent that sophisticated customers, particularly high net worth individuals, seek independent advice from advisers.
For this reason, the AIA Group has established a dedicated team of channel specialists at the AIA Group level to drive
its partnership model to develop sustainable long-term and productive relationships in its existing markets. The
establishment of a robust platform is designed to position it to expand this channel presence into new markets as
prevailing conditions and regulations allow.

6. Primary operating units

The AIA Group has local operating units in 15 geographical markets which gives it a broad geographic footprint in the
Asia Pacific region and access to both high growth emerging markets and more developed markets like Hong Kong,
Singapore and Malaysia. The AIA Group classifies Hong Kong, Korea, Thailand, Singapore, China and Malaysia as
its Key Geographical Markets, and the Philippines, Australia, Indonesia, Vietnam, Taiwan, New Zealand, India,
Macau and Brunei, taken together, as its Other Geographical Markets.

6.1 Key geographical markets
Hong Kong

The AIA Group began conducting business in Hong Kong in 1931 when AIA Co established a branch in Hong Kong.
The AIA Group has maintained a presence in Hong Kong for over 70 years, except for limited interruptions. Hong
Kong is the location of the AIA Group s head office. The AIA Group occupied the leading position in the Hong Kong
life insurance market with a reported 14.6% market share of total premiums (excluding certain retirement
scheme-related group business classes) in 2008, based on data published by the OCI. AIA Hong Kong served more
than 1 million individual customers as of 30 November 2009.

AIA Hong Kong maintains a multi-channel distribution network. Its primary distribution channel is its agency force.
Based on data published by the Hong Kong Federation of Insurers, AIA Hong Kong had the largest agency force in
the Hong Kong life insurance market with approximately 7,800 agents, which represents more than 25% of the total
individual agents in the market as of 30 November 2009. AIA Hong Kong s agency force is characterised by both its
stability (more than 2,500 agents had over 10 years of service with AIA Hong Kong as of 31 July 2009) and its
professionalism and productivity (more than 660 agents, the highest number in the Hong Kong market, were MDRT
members as of August 2009). Through its IFA/brokerage distribution channel, AIA Hong Kong has partnered with
approximately 480 broker firms and established approximately 40 significant business relationships as of

30 November 2009.

Thailand

The AIA Group began conducting business in Thailand in 1938 when AIA Co established a branch there. AIA Co was
one of the first international life insurance companies to operate in Thailand. The AIA Group occupied the leading
position in Thailand s life insurance market with a reported 37.5% market share of total premiums in 2008, based on
data published by the Thai Life Assurance Association. AIA Thailand had the largest number (approximately

6.4 million based on data published by the Thai Life Assurance Association) of in-force insurance policies for life and
personal accident products among life insurance companies operating in the country as of 31 December 2008.
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The cornerstone of AIA Thailand s distribution strategy is its large network of approximately 80,780 agents as of

30 November 2009. This distribution channel has historically accounted for a high proportion of AIA Thailand s
business. In addition, AIA Thailand had 7 bancassurance relationships, giving it access to more than 1,300 bank
branches, as of 30 November 2009. AIA Thailand also had approximately 8 active direct marketing relationships as of
30 November 2009.

Singapore

The AIA Group began conducting business in Singapore in 1931 when AIA Co established a branch in Singapore. It
has maintained a presence in Singapore for nearly 80 years, except for limited interruptions, and was one of the first
international insurers to operate in the country. The AIA Group occupied the leading position in Singapore s life
insurance market with a reported 20.2% market share of total premiums in 2008, based on data published by the
Monetary Authority of Singapore. AIA Singapore served more than 900,000 individual customers as of
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30 November 2009, which represents approximately 25% of Singapore s residents (calculated as at 28 September
2009).

AIA Singapore s agency channel has historically been the major contributor to AIA Singapore s sales production,
although bancassurance is a growing distribution channel. AIA Singapore had approximately 3,760 agents as of

30 November 2009. AIA Singapore had approximately 4 bancassurance relationships as of 30 November 2009.

Among other purposes, AIA Singapore s bancassurance channel is used to access Singapore s high net worth customer
segment and to distribute investment products.

Malaysia

The AIA Group began conducting business in Malaysia in 1934 as a branch of AIA Co. In 2008, its Malaysian branch
operations were converted to a locally incorporated company. In 2008, AIA Malaysia became the first life insurance
company in Malaysia to receive an international Takaful operator licence, and is one of few life insurance companies
in Malaysia offering Takaful products in international currencies. AIA Takaful International Bhd was then formed to
focus on foreign currency denominated Takaful insurance and re-Takaful business. The AIA Group occupied the third
position in Malaysia s life insurance market with a reported 13.3% market share of premiums in 2008, based on data
published by the Life Insurance Association of Malaysia. AIA Malaysia had an in-force book of business in excess of
2 million policies as of 30 November 2009.

A number of channels within AIA Malaysia s multi-channel distribution network contribute to its sales, with its agency
force constituting the majority of sales production. AIA Malaysia had the second largest agency force in the

Malaysian life insurance market with approximately 10,710 agents as of 30 November 2009, based on data published
by the Life Insurance Association of Malaysia. AIA Malaysia had approximately 6 bancassurance relationships as of

30 November 2009. AIA Malaysia s growing direct marketing distribution channel had over 20 direct marketing
relationships as of 30 June 2009.

China

The AIA Group returned to the PRC in 1992 when it opened a branch in Shanghai, but the AIA Group has roots in
China dating back to 1919. AIA China currently operates in 2 provinces (Guangdong and Jiangsu) and 3 cities
(Shanghai, Beijing and Shenzhen), representing a population of more than 200 million people. AIA China was the
first foreign life insurance company to be licensed to operate in China.

The AIA Group occupied the leading market position among foreign life insurance companies, with approximately a
21% market share of total premiums earned by foreign life insurance companies in 2008, based on data published by
the China Insurance Regulatory Commission ( CIRC ). The AIA Group had a reported 1.0% market share of life
insurance premiums earned by both domestic and foreign life insurance companies in 2008, based on data published
by the CIRC.

AIA China maintains a multi-channel distribution network. Agency is the core distribution channel and AIA China
had approximately 25,840 agents as of 30 November 2009. AIA China has a growing presence in both bancassurance
and the direct marketing channels. AIA China had approximately 17 bancassurance relationships, which provided it
with access to more than 1,100 bank branches, as of 30 November 2009. AIA China s direct marketing channel is
supported by a sales force of approximately 460 telesales representatives as of 30 November 2009.

Korea
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AIA Korea commenced operations in 1987, initially as a branch of ALICO. AIA Korea was reorganised as a branch of
AIA-B in 1997, although ALICO continued to have some management and reporting oversight over AIA Korea
through 2008. In 2000, AIA Korea began operating under the name AIG Life Korea .In May 2009, AIA Korea
initiated a re-branding campaign and currently operates under the name AIA Life . The AIA Group occupied the third
position among foreign life insurance companies (excluding those operating through joint venture arrangements), with
an approximate 16.6% market share of total premiums earned by foreign life insurance companies for the year ended

31 March 2009, based on data published by the Korea Life Insurance Association. The AIA Group had a reported

3.5% market share of life insurance premiums earned by both domestic and foreign life insurance companies in 2008,
based on data published by the Korea Life Insurance Association. AIA Korea served more than two million individual
customers and had approximately 3.1 million in-force policies as of 30 November 2009.

A number of channels within AIA Korea s multi-channel distribution network contribute to its sales. AIA Korea s
agency force had approximately 4,370 agents as of 30 November 2009, and is one of the most productive agency
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forces in the AIA Group, with first year premiums of approximately 111 million Korean Won per agent in 2008. In
the direct marketing distribution channel, AIA Korea has 15 dedicated call centres and total staff of approximately
620 telemarketers as of 30 November 2009. In September 2006, AIA Korea launched hybrid marketing, a distribution
channel that relies on a phased sales approach consisting of telephone marketing followed by face-to-face meetings.
This channel had more than 450 master planners (i.e. personnel that work in the hybrid marketing channel) as of

30 November 2009 and is an important distribution channel for AIA Korea. Bancassurance is also an important
distribution channel, and AIA Korea had bancassurance relationships with approximately 17 banks and 7 securities
companies as of 30 November 2009.

6.2  Other geographical markets
Philippines

Philamlife was formed in 1947 and is one of only three life insurers in the Philippines with a composite insurer s
licence. Philamlife recently joined the AIA Group. Philamlife occupied the leading position in the Philippines life
insurance market with approximately a 24% market share of total premiums (as classified by the Philippine Insurance
Commission) in 2008, based on data published by the Philippine Insurance Commission. Philamlife served more than
one million individual customers and corporate clients as of 31 December 2008.

Philam Asset Management, Inc. ( PAMI ), established in 1992, provides asset management services. PAMI had more
than US$330 million assets under management, representing approximately 23%, or the second highest amount, of
assets under management in the Philippines asset management industry as of October 2009, based on data published
by the Investment Company Association of the Philippines. PAMI leverages the distribution platform of Philamlife to
distribute its broad line of investment products, including 6 PAMI-managed mutual funds.

Philamlife s agency force and bancassurance relationships constitute the majority of Philamlife s sales production.
Philamlife had the largest agency force in the Philippines life insurance market with approximately 5,920 agents as of
30 November 2009. Philamlife entered into a strategic exclusive bancassurance joint venture in the second half of
2009 with BPI, as part of which Philamlife acquired a 51% stake in Ayala Life Assurance Inc. (subsequently

re-named BPI  Philam Life Assurance Corporation), the life insurance subsidiary of BPI and entered into a
bancassurance distribution agreement with BPI. The total consideration payable by Philamlife was US$39 million.
This amount is subject to purchase price adjustment, estimated to be US$7 million, based on the final adjusted net
worth of Ayala Life as at the date of acquisition. Among other things, this strategic bancassurance joint venture
provides Philamlife with access to BPI s network of over 750 bank branches.

Australia

AIA Australia, a wholly-owned subsidiary of AIA Co, was formed in 1970 and registered under relevant Australian

life insurance legislation in 1972. ATA Australia has historically operated under the AIA brand, although from 2004 to
June 2009 it operated under the AIG and related brands. In June 2009, AIA Australia re-branded back to the AIA
brand.

Based on data published by Plan for Life, AIA Australia occupied (i) the sixth position in Australia s life risk insurance
segment, with a reported 8.4% market share of total premiums in the 12 months ended 30 June 2009; (ii) the second
position in Australia s life risk insurance segment in terms of total new sales, with a reported 14.7% market share in
the 12 months ended 30 June 2009; and (iii) the leading position in the group life risk insurance segment, with a
reported 20.0% market share of total premiums in the 12 months ended 30 June 2009.
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The life risk group insurance channel and IFA channel have historically been the most important to AIA Australia s
sales production. AIA Australia s life risk group insurance channel distributes products through its approximately 20
contracts with regulated superannuation funds. AIA Australia had more than 2,200 IFA relationships as of

30 November 2009. AIA Australia served approximately 1.8 million customers as of 30 November 2009.

Indonesia

The AIA Group entered Indonesia in 1984 via a joint venture, PT Asuransi AIA Indonesia. In order to simplify its
operations in Indonesia and enable the AIA Group to focus on running one core, wholly-owned multi-channel life
insurer under the AIA brand in Indonesia, the AIA Group exited this joint venture by selling its 60% interest to its
joint venture partner on 22 October 2009. The AIA Group s current business in Indonesia is not related to its former
joint venture and operates through PT AIA Financial. AIA Indonesia was granted a Shariah life insurance licence in
August 2009. AIA Indonesia occupied third position in Indonesia s life insurance market with a reported approximate
12.6% market share of premiums (as classified by the Indonesian Life Insurance Association) in 2008, based on data
published by the Indonesian Life Insurance Association.
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AIA Indonesia maintains a multi-channel distribution network. AIA Indonesia had approximately 10,760 agents as at
30 November 2009 and approximately 8 bancassurance relationships that provided it with access to over 1,000 bank
branches as of 30 November 2009. AIA Indonesia served approximately 600,000 in-force policies as of 30 November
2009. AIA Indonesia also utilises direct marketing and group distribution channels.

Taiwan

The AIA Group s branch in Taiwan commenced business in 1990. On 1 June 2009, AIA-B acquired the business of the
Taiwan branch of ALICO and changed the legal name of that business to American International Assurance Company
(Bermuda) Limited Taiwan Branch. AIA Taiwan served more than 110,000 individual customers as of 30 November
2009.

AIA Taiwan s multi-channel distribution network consists of bancassurance, direct marketing and broad marketing, a
channel that utilises mass marketing through television, newspapers and magazines. AIA Taiwan had 7 bancassurance
relationships as of 30 November 2009 and, as of 31 October 2009, employed more than 200 direct marketers in charge
of selling its products by phone.

Vietnam

AIA Vietnam, a wholly-owned subsidiary of AIA-B, was formed in 2000 and was one of the first foreign-owned life
insurers to operate in the country. AIA Vietnam has historically operated under the AIA brand, although during a
limited period between August 2008 and June 2009 it operated under the AIG brand. In June 2009, AIA Vietnam
re-branded back to the AIA brand. AIA Vietnam occupied the fourth position in Vietnam s life insurance market with a
reported 6.7% market share of total premiums in the 12 months ended 31 December 2009, based on data published by

the Association of Vietnamese Insurers. AIA Vietnam had approximately 230,000 in-force policies as of

30 November 2009.

AIA Vietnam s agency channel has historically dominated its sales production. AIA Vietnam had the third largest
individual agency force in the Vietnamese life insurance market with approximately 11,790 agents as of 30 September
2009, based on data published by the Association of Vietnamese Insurers. AIA Vietnam is focused on building
multi-channel distribution capabilities and has entered into distribution agreements with 4 bank partners.

New Zealand

AIA New Zealand commenced business in 1981, initially as a branch of ALICO. Between 1993 and 1996, the
business was transferred to AIA-B and began doing business under the AIA New Zealand brand. AIA New Zealand
occupied the sixth position in New Zealand s life insurance market with a reported 6.2% market share of total
premiums as of 30 June 2009, based on data published by the Investment Savings and Insurance Association of New
Zealand. AIA New Zealand served more than 48,000 individual customers and corporate clients as of 30 November
2009. AIA New Zealand actively participates in the group insurance market.

AIA New Zealand s IFA channel has historically dominated AIA New Zealand s sales production. AIA New Zealand
had over 2,500 IFA relationships as of 30 November 2009. This distribution channel has been supplemented by a

modest bancassurance channel.

Macau
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AIA Macau began its business in 1982. AIA Macau is managed and supported by AIA Hong Kong and is a branch of
AIA-B. AIA Macau occupied the leading position in Macau s life insurance market with a reported 36.1% market
share of premiums (as classified by the Monetary Authority of Macau) in 2008, based on data published by the
Monetary Authority of Macau.

AIA Macau had the largest agency force in the Macau life insurance market with more than 800 agents, representing
over 35% of the total individual agents in the market as of 31 October 2009, based on data published by the Monetary
Authority of Macau.

Brunei

AIA Brunei was registered for business in 1957, and the AIA Group was one of the first international life insurance
companies to operate in the country. AIA Brunei is managed and supported by AIA Singapore and is a branch of AIA
Co. The AIA Group occupied the leading position in Brunei s life insurance market with an estimated 70%
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market share of the life insurance market (excluding life Takaful products) as at October 2009, based on data
published by Axco Insurance Information Services.

AIA Brunei s main distribution channel is its network of an estimated 190 agents as of 30 November 2009.
Bancassurance is a growing distribution channel for AIA Brunei, and it currently has 3 distribution relationships with
major financial institutions.

AIA Pension

AIA-PT was formed in 1992 and AIA-T was formed in 1987. AIA-PT and AIA-T serve as trustees of a
multi-investment manager pension platform offering more than 50 constituent funds under Hong Kong s ORSO with
respect to voluntary corporate pensions and Mandatory Provident Funds Scheme Ordinance with respect to defined
contribution plans. AIA Pension also acts as the trustee of other collective investment schemes. AIA Pension strives to
provide a comprehensive investment platform to satisfy the spectrum of individual member s risk appetites as well as
investment management needs.

There are approximately 19 approved trustees in the mandatory provident fund market and AIA Pension (together
with JF Asset Management, with which it formed a strategic alliance in 1999) occupied third position in the
mandatory provident fund market with approximately a 10.1% market share of assets under management as of 30 June
2009, based on the Gadbury Group Limited report on MPF Market Shares and Estimated New Fund Inflows in the
Mandatory Provident Fund System, Hong Kong. As of 30 November 2009, AIA Pension had a combined

US$6.6 billion of assets under management for its pension management business that covered more than 1.1 million
members of its approximately 38,000 ORSO and mandatory provident fund clients. AIA Pension s products are
distributed across a range of distribution channels, including registered mandatory provident fund intermediaries in
AIA Hong Kong s tied agency force and brokers, IFAs, consultants and bank partners.

6.3  Joint ventures
India

The AIA Group commenced operations in India in 2001 through a joint venture established with Tata Sons Limited
under the name Tata AIG Life Insurance Company Limited. The AIA Group has a 26% equity interest in AIA India.

It is currently intended that the AIA Group s equity interest in AIA India will be disposed of at fair-market value either
before or around the time of completion of the Acquisition.

7. Investments

The carrying value of AIA total investment portfolio was US$77 billion as of 30 November 2009, of which
policyholder and shareholder investments (i.e. excluding investment-linked investments) ( Policyholder and
Shareholder Investments ) represented 82% and investments related to investment-linked and pension business

( Investment-linked Investments ) represented 18% of AIA total investment portfolio. Investment return associated with
investment-linked, including pension products, is generally passed through to policyholders. The AIA Group s
investments and investment management functions are key aspects of the AIA Group s business and can create
significant value for the AIA Group s customers and shareholders. The AIA Group s financial strength and ability to
profitably underwrite insurance business depends significantly on the quality and performance of its investment
portfolios. The AIA Group invests the premiums and other income generated from its insurance business with an
objective of meeting the future liabilities associated with the insurance products that it underwrites, as well as to
generate desired return for its business. The AIA Group s success in investment management contributes to the
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competitiveness of its products, its financial strength and business reputation.

The AIA Group s long-standing culture of disciplined investing, active management of investments and risk
management have enabled it to maintain financial stability through many varied business and economic cycles,
including the global economic downturn. The AIA Group has the investment expertise with which to manage its
portfolios across its geographical markets. During the period of significant volatility and uncertainty which affected
the markets in the second half of calendar year 2008 and the earlier part of calendar year 2009, the AIA Group
preserved its capital and the value of its investments by reducing its exposure to riskier assets and increasing its fixed
income investment allocation and cash balances.
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7.1  Investment objectives and processes
Policyholder and shareholder investments

For the AIA Group s Policyholder and Shareholder Investments, the primary investment principle is to achieve optimal
levels of risk-adjusted return for policyholders and shareholders over the long-term while: (i) preserving capital;

(i1) maintaining adequate solvency and liquidity levels; (iii) remaining in line with risk management and asset-liability
management objectives; and (iv) ensuring full compliance with applicable regulations and internal policies. The AIA
Group s investment objective is to produce stable and consistent income and returns, mainly through investments in
long duration fixed income instruments. The AIA Group also invests a portion of its portfolio in other asset classes,
such as public equities, private equities and real estate, to generate higher returns.

To meet these objectives, the AIA Group has established a structured investment management framework including:

(1) a liability-driven strategic asset allocation ( SAA ) benchmark designed to match its long-term liability requirements
(i.e. one to five year horizon); (ii) a market-driven tactical asset allocation ( TAA ) overlay designed to reduce risk and
benefit from market opportunities in the near term; and (iii) a combination of internal and external investment
management for individual asset class management designed to create value from optimising the mix of managers.

Investment-linked investments

AIA investment-linked products are insurance products where the surrender value of the policy is linked to the value
of underlying investments (collective investment schemes, internal investment pools or other investment instruments).
Investment return associated with the product is usually passed through to the policyholder. The AIA Group s pension
business predominantly consists of employer-sponsored defined-contribution arrangements. Employers use the AIA
Group as their service provider and either select specific funds for investment or allow participating employees to
choose their own funds. The AIA Group s pension business provides fund analysis, risk profiling and prevailing
market condition outlooks to policyholders from chosen third party fund managers.

7.2 Investment management

The AIA Group manages its investment portfolio using a combination of internal and external managers. The AIA
Group s Policyholder and Shareholder Investments are primarily managed internally, while Investment-linked
Investments are primarily managed by third parties.

Historically, AIG Global Investment Corporation was the AIA Group s primary investment manager for certain fixed
income, equity and real estate investments, providing both back office and front office functions. On 29 March 2010,
AIG announced that AIGGIC(A) and certain of its affiliates had been sold to Bridge Partners, L.P., an affiliate of the
Pacific Century Group. That business is now known as PineBridge Investments Asia Limited ( PineBridge ). AIG
retained certain portions of the business through its subsidiary, AIG Asset Management (Asia) Limited ( AIG-AMG ).
Certain front and back office services will continue to be provided to the AIA Group by PineBridge and AIG-AMG.
PineBridge managed approximately 15% of AIA total investment portfolio as of 30 November 2009 relating to fixed
income securities, public equities and private equities. AIG-AMG managed approximately 11% of AIA total
investment portfolio as of 30 November 2009 primarily relating to non-Asian fixed income securities.

To ensure the quality of third party funds underlying AIA investment-linked products, the AIA Group has in place a
set of quantitative and qualitative criteria that enables it to select as well as monitor the underlying investment fund on
an ongoing basis. Other geographical markets where AIA investment-linked products are sold may adopt a different
selection and monitoring framework due to specific local regulatory requirements and varied degree of product

Table of Contents 138



Edgar Filing: PRUDENTIAL PLC - Form 6-K

maturity.

The AIA Group s pension platform offers a wide range of funds managed by third parties where valuations are tied to
the price of the unit of the underlying fund. The selection of asset management companies and their underlying funds
is subject to a rigorous selection process and is reviewed in comparison to established benchmarks and relevant peer
groups. The AIA Group puts underperforming funds on a closely monitored watch list and replaces those that do not
demonstrate clear signs of improvement.

7.3 Investment portfolio

Overview

The AIA Group manages its financial investments in two distinct categories: Investment-linked Investments and
Policyholder and Shareholder Investments. The investment risk in respect of Investment-linked Investments is

generally borne by customers. Furthermore, investment-linked contract holders are responsible for allocation of
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their policy values among investment options offered by the AIA Group. Policyholder and Shareholder Investments
include all financial investments other than Investment-linked Investments. The investment risk in respect of

Policyholder and Shareholder Investments is partially or wholly borne by the AIA Group.

The AIA Group s investment portfolio consists of two principal asset classes: (i) fixed income securities and (ii) equity
securities and alternative investments. The following table sets forth the carrying value of the AIA Group s principal
asset classes in its investment portfolio as of the dates indicated:

Fixed income securities
Equity securities and alternative
investments

Total

Fixed income securities
Equity securities and alternative
investments

Total

Table of Contents

Policyholder

and
Shareholder
Investments

49,184

10,557

59,741

Policyholder

and
Shareholder
Investments

46,845

4,475

51,320

Policyholder

and
Shareholder
Investments

% of Total
Policyholder
and
Shareholder
Investments

82
18

100

% of Total
Policyholder
and
Shareholder
Investments

91

100

% of Total
Policyholder
and
Shareholder
Investments

Investment-
linked
Investments
2,202

11,040

13,242

Investment-
linked
Investments
2,691

5,682

8,373

Investment-
linked
Investments

As of 30 November 2007
% of Total
Investment-
linked

Investments Total

(in US$ millions)

17 51,386

83 21,597

100 72,983

As of 30 November 2008
% of Total
Investment-
linked

Investments Total

(in US$ millions)

32 49,536

68 10,157

100 59,693

As of 30 November 2009
% of Total
Investment-
linked

Investments Total

(in US$ millions)
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Fixed income securities 56,640 89 2,598 19 59,238
Equity securities and alternative

investments 6,690 11 11,080 81 17,770
Total 63,330 100 13,678 100 77,008

The AIA Group generally allocates a large proportion of its investment portfolio to fixed income securities, which
represented 82%, 91% and 89% of the carrying value of total Policyholder and Shareholder Investments as of

30 November 2007, 2008 and 2009, respectively. Equity securities and alternative investments, which totalled 18%,
9% and 11% of the carrying value of total Policyholder and Shareholder Investments as of 30 November, 2007, 2008
and 2009, respectively, declined in FY 2008 primarily as a result of the AIA Group de-risking its investment portfolio
as a result of the global economic downturn and the AIG Events as well as the decline in fair value of AIG shares,
which made up approximately 25% of its total equity portfolio as of 30 November 2007.
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The following table sets forth the carrying value of the subcategories of fixed income securities in the AIA Group s
investment portfolio as of the dates indicated.

Debt securities:
Government bonds
Government agency bonds
Corporate bonds
Structured securities

Subtotal
Loans:
Policy loans

Mortgage loans on residential real estate
Mortgage loans on commercial real estate

Policyholder

and
Shareholder
Investments

15,811
6,862
18,210
2,033

42916
1,327

609
112

Inter-company loans to fellow subsidiaries

of AIG
Other loans
Allowance for loan losses

Subtotal
Term deposits

Cash and cash equivalents

Total fixed income securities
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1,589
120

(15)

3,742
557
1,969

49,184

Policyholder

and
Shareholder
Investments

% of
Total

Policyholder

and
Shareholder
Investments

26
12
31

72

W — O\

82

% of
Total

Policyholder

and
Shareholder
Investments

Investment-
linked
Investments

286
164
1,020
18

1,488

62

62
38
614

2,202

Investment-
linked
Investments

As of 30 November 2007
% of
Total
Investment-
linked

Investments Total

(in US$ millions)

2 16,097

1 7,026

8 19,230

2,051

11 44,404

1,327

609

112

1,589

182

(15)

3,804

595

5 2,583

16 51,386

As of 30 November 2008
% of
Total
Investment-
linked

Investments Total
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Debt securities:
Government bonds
Government agency bonds
Corporate bonds
Structured securities

Subtotal

Loans:

Policy loans

Mortgage loans on residential real estate
Mortgage loans on commercial real estate
Inter-company loans to fellow subsidiaries
of AIG

Other loans

Allowance for loan losses

Subtotal
Term deposits

Cash and cash equivalents

Total fixed income securities

14,663
7,295
17,956
942

40,856

1,437
587
105

29
182

(7N
2,333
608
3,048

46,845

75

29
14
35

80

AN — W

91

261
220
971

15

1,467

60

60
48
1,116

2,691

(in US$ millions)

18

32

14,924
7,515
18,927
957

42,323

1,437
587
105

29
242

()
2,393
656
4,164

49,536
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As of 30 November 2009
% of
Total
% of
Policyholder Policyholder Total
and and Investment- Investment-
Shareholder Shareholder linked linked
Investments Investments Investments Investments Total
(in US$ millions)
Debt securities:
Government bonds 17,690 28 280 2 17,970
Government agency bonds 7,641 12 256 2 7,897
Corporate bonds 24,147 38 1,170 9 25,317
Structured securities 997 2 20 1,017
Subtotal 50,475 80 1,726 13 52,201
Loans:
Policy loans 1,644 3 1,644
Mortgage loans on residential real estate 527 1 527
Mortgage loans on commercial real estate 48 48
Inter-company loans to fellow subsidiaries
of AIG 87 87
Other loans 371 1 75 1 446
Allowance for loan losses (12) (12)
Subtotal 2,665 4 75 1 2,740
Term deposits 859 1 33 892
Cash and cash equivalents 2,641 4 764 6 3,405
Total fixed income securities 56,640 89 2,598 19 59,238

Debt securities constitute the largest asset class in the AIA Group s Policyholder and Shareholder Investments,
representing 72%, 80% and 80% of the carrying value of total Policyholder and Shareholder Investments as of

30 November 2007, 2008 and 2009, respectively. The remaining asset classes within the fixed income investments
portion of the AIA Group s investment portfolio include loans, term deposits and cash and cash equivalents.

A large proportion of the AIA Group s investments in debt securities are in the form of government bonds and
government agency bonds. Government agency bonds comprise bonds issued by government-sponsored institutions
such as state owned enterprises, provincial and municipal authorities and supranational financial institutions, such as
the Asian Development Bank. This allocation is driven primarily by asset-liability and capital management purposes

as these assets tend to be capital efficient and provide longer maturities to enable the AIA Group to better match its
liability profiles. The AIA Group maintains currency matching between assets and liabilities to the extent appropriate.
The AIA Group also holds a large portfolio of corporate bonds, comprising 31%, 35% and 38% of carrying value of
total Policyholder and Shareholder Investments as of 30 November 2007, 2008 and 2009, respectively. The AIA

Group s corporate bond investments are primarily investment grade issues in their respective geographical markets and
generally offer yield enhancement as compared to government bonds, and also provide duration matching for the AIA
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Group s liabilities.

In conducting its credit risk assessment of potential investment opportunities, the AIA Group uses an internal risk
rating system which is conceptually similar to systems used by external credit rating agencies, such as Moody s and
S&P.

A portion of the AIA Group s investment in fixed income securities is composed of government agency bonds,
corporate bonds and structured securities that are below investment grade or not rated by international credit rating
agencies. These investments principally consist of:

Government and government agency bonds whose ratings are capped by the sovereign debt rating ceiling issued
by rating agencies and the AIA Group s internal rating system.

Bonds and structured notes issued by infrequent issuers in local markets that do not seek credit ratings from
international credit rating agencies.

Bonds that were rated investment grade at time of purchase but have been subsequently downgraded. The AIA
Group reassesses its holding of such securities upon a downgrade.

Certain below investment grade or non-rated emerging market bonds that offer yield enhancement opportunities.
76
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Below investment grade or non-rated securities typically carry risks. Complementing the AIA Group s investment
framework described above in Investment objectives and process and the tools used in connection with its investment
process, such as its internal risk rating system, certain aspects of its risk management framework help it to manage the
risks associated with such investments.

Government bonds

Government bonds constituted 26%, 29% and 28% of the carrying value of total Policyholder and Shareholder
Investments as of 30 November 2007, 2008 and 2009, respectively.

The following tables show the breakdown of government bonds issued in local and foreign currency by country. In
order to diversify investment risk, the AIA Group maintains a portfolio of foreign currency denominated government
bonds from a diverse range of countries outside its geographical markets which are set forth below, including a small
portfolio of emerging markets debt securities.

As of 30 November 2007
Policyholder
and Investment-
Shareholder linked
Rating  Investments % Investments Yo Total
(in US$ millions)
Government bonds issued by
governments in their local currency
Singapore AAA 1,846 14 51 24 1,897
Thailand A 5,826 44 5,826
Philippines BB 1,200 9 30 14 1,230
Malaysia A 1,374 10 1 1,375
China A 895 7 30 14 925
Indonesia BB 514 4 86 40 600
Korea A 1,399 10 16 8 1,415
Other 313 2 313
Total 13,367 100 214 100 13,581
As of 30 November 2008
Policyholder
and Investment-
Shareholder linked
Rating Investments % Investments Yo Total
(in US$ millions)
Government bonds issued by
governments in their local currency
Singapore AAA 1,713 13 69 32 1,782
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Thailand
Philippines
Malaysia
China
Indonesia
Korea
Other

Total
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A 6,377
BB 862
A 1,482
A 967
BB 315
A 857
244
12,817

77

50

100

12

70
59

219

100

6,377
874
1,485
1,037
374
863
244

13,036
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Government bonds issued by
governments in their local currency
Singapore

Thailand

Philippines

Malaysia

China

Indonesia

Korea

Other

Total

Government bonds issued by
governments in foreign currency
Mexico

South Africa

Philippines

Malaysia

Indonesia

Korea

China

Other

Total

Table of Contents

Rating

Rating

BBB
BBB
BB

BB

Policyholder

and
Shareholder
Investments

2,255
7,374
1,309
1,149
1,107

494
1,539

317

15,544

Policyholder

and
Shareholder
Investments

168
103
632
307
360
365

53
456

2,444

Policyholder
and
Shareholder

%

15
48

3

—
NN O W

100

%

26
12
15
15

19

100

As of 30 November 2009
Investment-
linked

Investments % Total

(in US$ millions)

70 33 2,325

7,374

22 10 1,331

1 1,150

1 1,110

115 54 609

4 2 1,543

317

215 100 15,759

As of 30 November 2007
Investment-
linked

Investments % Total

(in US$ millions)

168

1 1 104

39 54 671

1 1 308

17 24 377

1 1 366

1 1 54

12 17 468

72 100 2,516

As of 30 November 2008
Investment-
linked
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Rating Investments % Investments %o Total
(in US$ millions)
Government bonds issued by
governments in foreign currency
Mexico BBB 167 9 3 7 170
South Africa BBB 116 6 2 5 118
Philippines BB 465 25 18 43 483
Malaysia A 266 14 2 5 268
Indonesia BB 252 14 5 12 257
Korea A 67 4 2 5 69
China A 59 3 2 5 61
Other 454 25 8 18 462
Total 1,846 100 42 100 1,888
78
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Government bonds issued by
governments in foreign currency
Mexico

South Africa

Philippines

Malaysia

Indonesia

Korea

China

Other

Total

Government agency bonds
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Rating

BBB
BBB
BB

BB

Policyholder

and
Shareholder
Investments

159
166
761

88
268
222

46
436

2,146

%

36

13
10

20

100

As of 30 November 2009
Investment-
linked

Investments % Total

(in US$ millions)

2 3 161

2 3 168

46 71 807

1 2 89

268

2 3 224

2 3 48

10 15 446

65 100 2,211

Government agency bonds constituted 12%, 14% and 12% of the carrying value of total Policyholder and Shareholder

Investments as of 30 November 2007, 2008 and 2009, respectively. These securities are primarily issued by

government-sponsored institutions largely in the geographical markets in which the AIA Group operates.

The following tables show the breakdown of the AIA Group s government agency bond holdings by credit rating.
97%, 96% and 95% of total government agency bonds were rated BBB or higher as of 30 November 2007, 2008 and
2009, respectively. The credit ratings of government agency bonds are capped at the ratings of the individual country,
some of which are below investment grade (BB+ or below).

Government agency bonds:*
AAA

AA

A

BBB

Below investment grade

Not rated

Table of Contents

Policyholder

and
Shareholder
Investments

1,336
290
3,165
1,884
85
102

%

20

46
28

As of 30 November 2007
Investment-
linked

Investments % Total

(in US$ millions)

31 19 1,367

35 21 325

63 38 3,228

16 10 1,900

3 2 88

16 10 118
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Total government agency bonds 6,862 100 164 100 7,026
As of 30 November 2008
Policyholder
and Investment-
Shareholder linked
Investments %  Investments /) Total
(in US$ millions)
Government agency bonds:*
AAA 1,190 16 15 7 1,205
AA 395 5 65 30 460
A 3,069 42 100 45 3,169
BBB 2,377 33 6 3 2,383
Below investment grade 264 4 1 265
Not rated 33 15 33
Total government agency bonds 7,295 100 220 100 7,515
79
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As of 30 November 2009
Policyholder
and Investment-
Shareholder linked
Investments %  Investments /) Total
(in US$ millions)
Government agency bonds:*
AAA 1,236 16 64 25 1,300
AA 195 3 64 25 259
A 3,408 45 116 45 3,524
BBB 2,456 32 4 2 2,460
Below investment grade 346 4 346
Not rated 8 3 8
Total government agency bonds 7,641 100 256 100 7,897

* For ease of reference, the AIA Group uses S&P ratings where available. For securities where S&P ratings are not
immediately available, it uses Moody s ratings as an alternative. Where S&P and Moody s ratings are not readily
available, the AIA Group s internal rating methodology is used. The following conventions have been adopted to
conform with the various ratings.

Reported Above As: S&P Moody s Internal Ratings
AAA AAA Aaa 1
AA AA+to AA- Aal to Aa3— 2+to 2-
A A+ to A- Al to A3 3+to 3-
BBB+ to Baal to Baa3 4+ to 4—
BBB BBB-
Below investment grade BB+ and below  Bal and below 5+ and below

Corporate bonds

Corporate bonds constituted 31%, 35% and 38% of the carrying value of total Policyholder and Shareholder
Investments as of 30 November 2007, 2008 and 2009, respectively. In each of the AIA Group s geographical markets,
its corporate bond investments include both local and foreign currency denominated bonds. The AIA Group invests in
US dollar denominated bonds primarily to match the US dollar liabilities of certain operating units, such as AIA Hong
Kong, and to enhance yields of investment portfolios of certain operating units, such as AIA Singapore and AIA
Thailand, where the supply of corporate debt in the local geographical markets in which they operate is limited. AIA
Singapore and AIA Thailand use currency swaps and foreign exchange forwards to hedge the US dollar exposure
under their US dollar bond investments.

AIA Group s corporate bond investments are diversified across markets, industries and issuers or obligors. During FY

2008 and 2009, it recognised impairment losses of US$67 million and US$3 million, respectively, relating to bonds
issued by Lehman Brothers. Sale of the defaulted bonds in 2009 resulted in a gain of US$19 million in 2009.
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The table below shows the carrying value of the AIA Group s corporate bonds invested in various industries as of the

dates indicated.

Banks

Oil and Gas
Telecommunications
Diversified Financial Services
Electricity Power and Gas
Conglomerates

Real Estate

Insurance

Transport Marine

Mining

Others

Total

Policyholder

and
Shareholder
Investments

5,470
1,859
2,496
1,950
1,288
635
514
580
407
149
2,862

18,210

2007
Policyholder
and
Shareholder
% Investments
30 6,090
10 2,168
14 1,730
11 1,601
7 1,329
3 696
3 556
3 440
2 358
1 232
16 2,756
100 17,956
80

2008

%

100

As of 30 November

2009
Policyholder
and
Shareholder

Investments %

(in US$ millions)

6,364 28

3,089 13

2,293 9

2,079 9

2,359 10

924 4

760 3

543 2

612 3

257 1

4,367 18

24,147 100
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The banking sector represented the AIA Group s largest sector exposure in its Policyholder and Shareholder
Investments corporate bond portfolio as of 30 November 2009, which includes bank hybrid capital securities. Bank
hybrid capital securities generally provide better spreads as compared to senior debt securities, and also serve to

enhance returns of the AIA Group s investment portfolio. A significant proportion of the AIA Group s holdings consists
of securities issued by Asia Pacific banks and international banks whose business is largely focused on Asia.

The following tables show that 93%, 94% and 94% of total corporate bonds were rated BBB or higher as of
30 November 2007, 2008 and 2009, respectively.

As of 30 November 2007
Shareholder
and Investment-
Policyholder linked
Investments %  Investments % Total
(in US$ millions)
Corporate bonds:*
AAA 301 2 59 6 360
AA 3,496 19 281 28 3,777
A 8,096 44 292 28 8,388
BBB 5,064 28 200 20 5,264
Below investment grade 1,171 6 151 15 1,322
Not rated 82 1 37 3 119
Total corporate bonds 18,210 100 1,020 100 19,230
As of 30 November 2008
Policyholder
and Investment-
Shareholder linked
Investments % Investments % Total
(in US$ millions)
Corporate bonds:*
AAA 225 1 78 8 303
AA 3,271 18 2908 30 3,569
A 7,981 44 292 30 8,273
BBB 5,397 30 211 22 5,608
Below investment grade 997 6 45 5 1,042
Not rated 85 1 47 5 132
Total corporate bonds 17,956 100 971 100 18,927
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Corporate bonds:*
AAA

AA

A

BBB

Below investment grade
Not rated

Total corporate bonds
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Policyholder

and
Shareholder
Investments

533
3,233
11,297
7,730
1,106
248

24,147

%

13
47

100

As of 30 November 2009
Investment-
linked

Investments % Total

(in US$ millions)

34 3 567

253 22 3,486

454 39 11,751

198 17 7,928

41 3 1,147

190 16 438

1,170 100 25,317

*  For ease of reference, the AIA Group uses S&P ratings where available. For securities where S&P ratings are not
immediately available, it uses Moody s ratings as an alternative. Where S&P and Moody s ratings are not
readily available, the AIA Group s internal rating methodology is used. The following conventions have been
adopted to conform with the various ratings.

81
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Reported Above As: S&P Moody s Internal Ratings
AAA AAA Aaa 1
AA AA+to AA- Aal to Aa3— 2+to 2-
A A+ to A- Al to A3 3+to 3-
BBB+ to Baal to Baa3 4+ to 4—
BBB BBB-
Below investment grade BB+ and below  Bal and below 5+ and below

Structured securities

The AIA Group s fixed income investment asset class also includes structured securities, which consist of asset-backed
securities, mortgage-backed securities and collateralised debt obligations, constituting 3%, 2% and 2% of the carrying
value of total Policyholder and Shareholder Investments as of 30 November 2007, 2008 and 2009, respectively.
Structured securities issued by Asia Pacific entities represented 30%, 38% and 75% of the total carrying value of
structured securities as of 30 November 2007, 2008 and 2009, respectively.

During 2008 and 2009, the ATA Group recognised impairment losses of US$52 million and US$9 million respectively
relating to collateralised debt obligations.

The following tables show that 94%, 89% and 84% of the AIA Group s total structured securities were rated BBB or
higher as of 30 November 2007, 2008 and 2009, respectively.

As of 30 November 2007
Policyholder
and Investment-
Shareholder linked
Investments % Investments % Total
(in US$ millions)
Structured securities:*
AAA 998 49 998
AA 268 13 268
A 440 22 440
BBB 220 11 3 17 223
Below investment grade 71 3 15 83 86
Not rated 36 2 36
Total structured securities 2,033 100 18 100 2,051
As of 30 November 2008
Policyholder
and Investment-
Shareholder linked
Investments % Investments % Total
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Structured securities:*
AAA

AA

A

BBB

Below investment grade
Not rated

Total structured securities
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479
72
78

218
95

942

82

51

23
10

100

15

(in US$ millions)
479

72

78

7 219

93 109

100 957
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As of 30 November 2009
Policyholder
and Investment-
Shareholder linked
Investments % Investments % Total
(in US$ millions)
Structured securities:*
AAA 29 3 29
AA
A 463 46 463
BBB 357 36 5 25 362
Below investment grade 143 14 15 75 158
Not rated 5 1 5
Total structured securities 997 100 20 100 1,017

*  For ease of reference, the AIA Group uses S&P ratings where available. For securities where S&P ratings are not
immediately available, it uses Moody s ratings as an alternative. Where S&P and Moody s ratings are not
readily available, the AIA Group s internal rating methodology is used. The following conventions have been
adopted to conform with the various ratings.

Reported Above As: S&P Moody s Internal Ratings
AAA AAA Aaa 1
AA AA+to AA- Aal to Aa3— 2+ to 2-
A A+ to A- Al to A3 3+to 3-
BBB+ to Baal to Baa3 4+ to 4—
BBB BBB-
Below investment grade BB+ and below  Bal and below 5+ and below
Loans

The AIA Group extends loans to enhance yields on its fixed income investments asset class. Loans represented 6%,
5% and 4% of the carrying value of total Policyholder and Shareholder Investments as of 30 November 2007, 2008
and 2009, respectively. These loans principally consisted of policy loans, mortgage loans on residential and
commercial real estate properties and intercompany loans to subsidiaries of AIG. The decrease in loans in FY 2008 is
primarily due to the pay down of inter-company loans to subsidiaries of AIG.

The AIA Group follows lending policies that are based on a credit analysis process and underwriting guidelines that
account for diverse factors, including market conditions, industry specific conditions, company cash flows and quality
of collateral. It also has a monitoring programme in place whereby its credit teams review the status of the obligor on
a regular basis to anticipate any credit issues. Policy loan amounts are restricted to the policy s cash surrender values
and, as a result, the AIA Group is not exposed to credit risk on policy loans. The loss on residential mortgage loans
and other loans was insignificant in each of FY 2007, 2008 and 2009.
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Term deposits and cash and cash equivalents

The AIA Group s term deposits and cash and cash equivalents constituted 4%, 7% and 5% of the carrying value of
total Policyholder and Shareholder Investments as of 30 November, 2007, 2008 and 2009, respectively. The increase
in cash and cash equivalents in FY 2008 resulted from the AIA Group s de-risking of its investment portfolio as well
as liquidity management initiative by shifting to cash, the results of operations and capital contributions from AIG.

Equity securities and alternative investments

The AIA Group allocates a portion of its investments to equity securities and alternative investments for
yield-enhancement and risk-return optimisation purposes. A significant proportion of its equity securities are held to
match AIA investment-linked products and products with participating features where investment returns are shared
between it and policyholders. The asset allocation strategies used to match these products are generally consistent with
the nature of the products.

In certain other Policyholder and Shareholder Investment portfolios that back other products and shareholder funds,
the AIA Group invests in equity securities in order to enhance overall investment portfolio returns. These investments
are subject to the SAA and TAA, which seeks to optimise risk and return on such portfolios.

83
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The following table sets forth the carrying value of the subcategories of the AIA Group s equity securities and
alternative investments in its investment portfolio as of the date indicated.

As of 30 November 2007
Policyholder
and Investment-
Shareholder linked
Investments %  Investments %o Total
(in US$ millions)
Equity securities:
Private equities 191 191
Public equities 4,255 7 2,268 17 6,523
Ordinary shares() 4,446 7 2,268 17 6,714
Securities held by consolidated mutual funds managed by
AIG 1,154 2 1,558 12 2,712
Interests in investment funds:
Private equity and alternative asset classes 288 288
Other 691 1 7,214 55 7,905
Subtotal 979 2 7,214 55 8,193
Shares in AIG 2,520 4 2,520
Equity securities - total 9,099 15 11,040 84 20,139
Investment property 1,458 2 1,458
Total equity securities and alternative investments 10,557 17 11,040 84 21,597
(1) Other than shares in AIG.
As of 30 November 2008
Policyholder
and Investment-
Shareholder linked
Investments %  Investments %o Total
(in US$ millions)
Equity securities:
Private equities 86 86
Public equities 1,619 3 1,211 15 2,830
Ordinary shares() 1,705 3 1,211 15 2,916
Securities held by consolidated mutual funds managed
by AIG 728 1 805 10 1,533

Interests in investment funds:
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Private equity and alternative asset classes 287 1 287
Other 258 1 3,666 44 3,924
Subtotal 545 1 3,666 44 4,211
Shares in AIG 87 87
Equity securities - total 3,065 6 5,682 68 8,747
Investment property 1,410 3 1,410
Total equity securities and alternative investments 4,475 9 5,682 68 10,157

(1) Other than shares in AIG.

84

Table of Contents 161



Edgar Filing: PRUDENTIAL PLC - Form 6-K

Table of Contents

As of 30 November 2009
% of
Total
% of
Policyholder Policyholder Total
and and Investment- Investment-
Shareholder Shareholder linked linked
Investments Investments Investments Investments Total
(in US$ millions)
Equity securities:
Private equities 69 69
Public equities 3,624 6 2,738 20 6,362
Ordinary shares() 3,693 6 2,738 20 6,431
Securities held by consolidated investment
funds 661 1 1,333 10 1,994
Interests in investment funds:
Private equity and alternative asset classes 151 151
Other 531 1 7,009 51 7,540
Subtotal 682 1 7,009 51 7,691
Shares in AIG 62 62
Subtotal 5,098 8 11,080 81 16,178
Investment property 1,592 3 1,592
Total equity and alternative investments 6,690 11 11,080 81 17,770

(1) Other than shares in AIG.

The AIA Group s equities and alternative investment portfolio includes investments in public equities, private equities
and investment funds that may invest in public equities and other alternative asset classes. Its equities and alternative
investment portfolio represented 17%, 9% and 11% of the carrying value of total Policyholder and Shareholder
Investments as of 30 November 2007, 2008 and 2009, respectively. The significant decrease in equities in FY 2008
was due to the implementation of the de-risking strategy and the reduction in the carrying value of AIG shares.

The AIA Group s portfolio of private equities is relatively small, constituting 0.2%, 0.2% and 0.1% of the carrying
value of total Policyholder and Shareholder Investments as of 30 November 2007, 2008 and 2009, respectively. The
AIA Group has made investments in private equity in high growth economies, such as China and India, and diverse
sectors, including manufacturing, services, retail and infrastructure.

The AIA Group s investment funds portfolio represented 4%, 3% and 2% of the carrying value of total Policyholder
and Shareholder Investments as of 30 November 2007, 2008 and 2009, respectively. The AIA Group owns a portfolio
of investment properties used strictly for investment purposes. It also owns real estate for operational use but these are
not reflected in its investment portfolio. The AIA Group s investment property portfolio had a net book value of
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US$1,458 million, US$1,410 million and US$1,592 million as of 30 November 2007, 2008 and 2009, respectively,
excluding the carrying value of operating leases of leasehold land relating to long-term leaseholds.

Securities lending

AIG established a global securities lending programme in the late 1990s, in which AIA-B, AIA Hong Kong and AIA
Brunei participated to enhance portfolio return. AIG Global Securities Lending (Ireland) Ltd acted as an agent for AIG
subsidiaries in this programme. The operating units that participated in the programme lent AIA Group assets in
exchange for cash as collateral from the borrowers of the assets. The cash collateral was then used to reinvest
generally in securities which were rated as investment grade at the date of purchase. Due to the deterioration of market
conditions and liquidity issues in the securities lending programme at AIG, the AIA Group began to restructure and
wind down its participation in this programme, which was largely completed by 30 November 2009. For further
information, see Part XIII (Operating and Financial Review of the AIA Group) section headed Significant events
affecting FY 2009 .

8. Operations
The AIA Group s operations unit focuses on processing new business and servicing policies and policyholders across

the group.
85
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Operations are currently structured as three separate departments, representing various functional responsibilities:
Underwriting and New Business;
Claims Management; and
Customer Service.

As part of an ongoing strategic initiative to rationalise the AIA Group s infrastructure and achieve greater operational
efficiencies, the operations unit is currently engaged in several key strategic initiatives, including increasing
automation, reducing the amount of paper-based processing and increasing the internet-based self-service capability
that the AIA Group can offer customers in developed markets.

For markets where operational costs are higher, the AIA Group has constructed a low-cost shared services centre in
Malaysia. The centre provides information technology, human resources, finance and administration support services.

8.1 Underwriting and new business

The AIA Group s underwriting operations involve the evaluation of its insurance products by a professional staff of
underwriters and actuaries who determine the type and the amount of risk that it is willing to accept. It also employs a
certain level of automated rules-based systems in both medical and non-medical underwriting that is centrally

managed by its regional AIA Group office. Underwriting is governed by detailed policies, guidelines and procedures

to assist the AIA Group s underwriters to assess and quantify risks before issuing an insurance policy or contract to a
qualified customer. The AIA Group s geographical reach also allows it to utilise its underwriting experience from more
developed markets and apply it to developing markets with less historical underwriting data by sharing established

best practice underwriting principles among markets.

The AIA Group s product pricing philosophy reflects its underwriting standards and is based on the expected payout of
benefits, calculated through the use of assumptions for mortality, morbidity, AIA persistency, expenses and

investment returns, as well as certain macroeconomic factors such as inflation. These assumptions include a margin

for expected profitability and the possibility that actual experience deviates from anticipated experience, and are based
on the AIA Group s own extensive experience and internal data as well as data published by external sources in each of
the geographical markets in which it operates.

8.2  Claims management

Claims that the AIA Group receives on its products are processed and investigated by the claims team in each of the
geographical markets in which the AIA Group operates. Major and unusual claims are elevated to senior assessors and
sometimes will be referred to the regional group office. Claims policies, procedures and controls are determined by
the regional group office.

The AIA Group manages claims management risk through organisational and computer systems controls. These
organisational controls include pre-established procedures, guidelines and authorisation limits for various operating
levels as well as periodic and ad hoc inspections of the local operating units in each of the geographical markets in
which it operates. Routine quality assurance control is part of its standard operating procedure to ensure that claim
assessment quality and accuracy are in line with its expected loss ratio.

8.3 Customer service and contact centre
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The AIA Group seeks to provide quality services to its customers and potential customers and to be responsive to their
needs, both before and after issuing a policy or contract, through an extensive customer service network. It delivers
customer services primarily through its customer service units at each of its local operating units via its contact centres
and offices, agency force, internet platform and telephone services based on guidelines established by group
operations.

The AIA Group is a frequent recipient of various industry awards, including:

Readers Digest Trust Brand Award for Insurance (Hong Kong 2004 - 2009; Singapore 2004 - 2009; Thailand
2004 - 2009; Malaysia 2006 - 2008); and

Preferred Insurance Vendor of the Year 2008 - Singapore.
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8.4 Reinsurance

The AIA Group reinsures a portion of the risk that it assumes under its insurance products to reduce its exposure to

loss and protect its capital resources. In addition, it makes use of reinsurance to obtain product pricing expertise when
entering new lines of business, products or markets. The AIA Group s reinsurance includes both arrangements with
third party reinsurers not affiliated with it (i.e. external reinsurance) and arrangements between and among businesses
entirely within the AIA Group (i.e. internal reinsurance). A central component of the AIA Group s reinsurance strategy
is to use internal reinsurance where applicable local regulations allow. As a result of its history and scale, the AIA
Group has accumulated a substantial volume of experience and data which assists in its reinsurance strategy. Where it
does not have adequate data, such as when it insures a new type of risk, it may reinsure a substantial portion or all of
such risk. As it develops experience data related to such new risk, it may gradually retain more of the risk and reduce
the use of related external reinsurance over time.

When the AIA Group uses reinsurance, it cedes to a reinsurer a portion of the risk that it assumes under its insurance
products in exchange for a portion of the premiums it receives with respect to these products.

The AIA Group s criteria for selecting third party reinsurers include financial strength, service, terms of coverage,
claims settlement efficiency and price. It monitors the financial condition of its third party reinsurers on an ongoing
basis and reviews its reinsurance arrangements periodically. To reduce reinsurance concentration risk, it has
established reinsurance programmes with various international third party reinsurers and limits exposure to any one
third party reinsurer. In some geographical markets in which it operates, local insurance regulations require it to use
local third party reinsurers for a portion of its reinsurance. The AIA Group has clearly defined risk limits, tailored to
its products and the geographical markets in which it operates, related to both internal and external reinsurance.

When the AIA Group uses internal reinsurance, one of its operating subsidiaries or branches cedes to another member
of the group a portion of the risk that operating subsidiary or branch assumes under the ATA Group s insurance
products. Under the AIA Group s internal reinsurance strategy, the member of the group that acts as reinsurer will
typically obtain external reinsurance in order to cede to a third party reinsurer risk above certain defined risk limits.

8.5 Information technology

The AIA Group s information technology group plays a significant role in supporting its business growth and
providing reliable service to its customers, agents and business partners. The AIA Group has adopted a shared services
strategy and currently has 3 shared services centres to improve quality, service and cost-efficiency. The majority of its
core application development and support is delivered through these shared services centres.

The AIA Group s systems include applications related to e-business processes, sales and management support, sales
illustration, underwriting, imaging and workflow, policy administration, actuarial, financial management and analysis
and human resources. The AIA Group is expanding its deployment of straight through process functions across the
group to both expedite new business underwriting processes and significantly improve control, turnaround time and
customer and business partner satisfaction. It is also in the process of implementing a uniform group-wide financial
system with service providers through its financial transformation programme.

The AIA Group s digital strategy includes the expansion of self-service functions to provide additional convenience to

customers, agents and business partners. The AIA Group is also expanding the usage of the internet and other digital
platforms (e.g. cell phones, PDAs, etc.) to provide even more online functions.
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To minimise the impact of a partial or complete failure of any of its information technology or communications
systems, the AIA Group has implemented two programmes the Business Continuity Plan and the Disaster Recovery
Plan which provide detailed processes and procedures to be applied in case of any such failure. In addition, it
maintains a network of disaster recovery facilities designed to be activated in place of its primary facilities in case of
failure and it has created a remote backup management system to limit potential losses of data resulting from system
disruptions.
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8.6 Employees

As of 30 November 2009, the AIA Group (excluding AIA India) had a total of approximately 15,500 employees. The
following table shows an approximate breakdown of its employees by function as of 30 November 2009:

Number of
Employees % of Total

Sales & Marketing 5,760 37
Claims / Customer Services 2,270 15
Finance and Accounting 1,650 11
Business Acquisition 1,440 9
General Services 1,170 8
Information Technology 1,020 6(1)
Actuarial / Product Development 440 3
Investment 350 2
Human Resources 290 2
Legal / Compliance / Internal Audit 170 1
Executive Management 170 1
Others 770 5
Total 15,500 100

(1) This figure has been rounded down actual figure is 6.58%.

The AIA Group enters into employment agreements with individual employees covering matters such as salary,
employee benefits, confidentiality obligations and termination of employment. It generally formulates its employees
compensation to include one or more elements such as salaries, allowances, bonuses, long-term incentives and
benefits subject to applicable rules and regulations. The AIA Group s compensation programmes are designed to
remunerate its employees based on their performance, roles and responsibilities, skills and competencies. The AIA
Group also performs market benchmarking with respect to its compensation programmes.

8.7  Services provided to AIA

In addition to the ALICO reinsurance contract referenced at ~ Group employee benefit reinsurance agreements with
ALICO inthe Connected transactions section of this Part VIII, certain low value services (including management and
back office services; insurance services (including an insurance marketing service); and reinsurance services) will be
provided by the AIG Group to the AIA Group following completion of the Transactions. The majority of these

services are provided on short or rolling one-year terms. In addition, certain IT services may also be provided by the

AIG Group following completion of the Transactions if the planned transition to a third party provider does not occur

on the envisaged timetable. Certain investment management/advisory services and insurance services are currently
provided to the AIA Group by the AIG Group and the strategy in respect of these services following completion of the
Transactions has not yet been determined.

9. Intellectual property
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Most of the AIA Group s branches and wholly-owned subsidiaries conduct their businesses primarily under the AIA
brand name and its derivatives and variants, with the notable exception of the Philamlife business in the Philippines,
which will continue to operate primarily under the Philamlife brand name. The AIA Group possesses an extensive
portfolio of domain names and trade marks relating to its businesses in the geographical markets in which its
subsidiaries and branches operate. However, until recently, certain of the AIA Group s branches and subsidiaries,
including AIA Australia, AIA Indonesia, AIA Korea, AIA New Zealand, AIA Taiwan and AIA Vietnam, used
primarily AIG derived trade marks in their businesses, and many of its businesses used AIG trade marks and domain
names for certain products and purposes.

On 30 November 2009, AIG assigned and transferred to AIA Co substantially all of the trade marks and domain
names owned by AIG that were used primarily in the businesses and operations of AIA Co and its subsidiaries,
including without limitation, the AIA and AlA-related trade marks registered in its geographical markets. Around the
same time, the AIA Group also rebranded certain of its subsidiaries businesses and generally began to transition the
AIA Group from the use of trade marks and domain names that incorporated the AIG trade marks to the use of trade
marks and domain names derived exclusively from the AIA trade marks. This assignment agreement also contains
provisions relating to the co-existence of the AIA and AIG brands. AIA is limited in its ability to adopt variations of
the AIA initials and name and to object to AIG s name and certain other names based on Al initials.
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Further, except to a limited extent, AIA cannot use the AIA initials or American International Assurance name in
North America or US overseas territories.

AIA Co also entered into a licence agreement with AIG on 30 November 2009 in order to facilitate the AIA Group s
smooth transition from using the AIG trade mark and certain derivative marks and domain names. The licence will
remain in place until 30 November 2011 or, if later, it will expire one year from a change of control of AIA Co. The
underlying AIG trade marks covered by the licence agreement were not transferred to the AIA Group because they are
not principally used by the AIA Group. AIG may terminate the agreement unilaterally with respect to a particular
intellectual property right only in the case of a non-cured material breach or on the occurrence of certain insolvency
events, such rights to arise only after a change of control event.

On 30 November 2009, AIA Co also entered into a licence agreement with AIG pursuant to which it was granted
rights to continue using certain intellectual property (other than trade marks) used by the AIA Group or its affiliates
prior to the closing of the transactions contemplated by the June 09 Purchase Agreement on a perpetual, worldwide,
royalty-free basis. This licence can be terminated by AIG with respect to a particular intellectual property right in the
event of a non-cured material breach, such right to arise only after a change of control event.

10. Customers

The AIA Group s five largest customers constituted in aggregate less than 30% of its total sales for each of FY 2007,
FY 2008 and FY 2009.

11. Reserves

In accordance with appropriate methodologies called for by applicable accounting and regulatory standards, the AIA
Group establishes, and carries as liabilities, reserves which are actuarially determined amounts that are calculated to
meet its obligations under its insurance products.

IFRS reserves

In accordance with IFRS the reserves for AIA Group financial reporting purposes are based on actuarially recognised
methods for estimating future benefits and claims.

The AIA Group establishes liabilities for obligations for future benefits and claims on its products based on
assumptions that are formulated with reference to experience and economic variables. These assumptions include
assumptions for mortality, morbidity, AIA persistency, expenses and investment returns, as well as macroeconomic
factors. Actual experience may deviate from these assumptions and, as a result, AIA cannot determine precisely the
amounts which it will ultimately pay to settle the liabilities on its products or when these payments will need to be
made. See Part II (Risk Factors) of this prospectus. The AIA Group may experience sudden and unexpected claims
and investment losses due to catastrophic events. Actual amounts may vary from the estimated amounts, particularly
when payments may not occur until well into the future. The AIA Group values its liabilities regularly, based on
applicable assumptions used to establish the liabilities, as well as its actual policy benefits and claims experience. The
AIA Group expenses changes in its liabilities in the period the liabilities are established or re-estimated. To the extent
that actual experience and trends are less favourable than the AIA Group s underlying assumptions used in establishing
these reserves, it could be required to increase its reserves for such liabilities.

Statutory reserves
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The AIA Group is required to report local operating unit reserves for regulatory purposes in many of the geographical
markets in which it operates. These reserves are reported in accordance with the statutory reserve standards applicable
to each of these geographical markets.

12. Connected transactions

The AIA Group has entered into certain transactions with parties who are its connected persons (as defined in the
Hong Kong Listing Rules) and to the extent that these transactions continue following the Acquisition, they will
constitute continuing connected transactions of Prudential under the Hong Kong Listing Rules.

The historical values disclosed for FY 2007, FY 2008 and FY 2009 in respect of the continuing connected transactions
in this section that were effective during FY 2007 to FY 2009 constitute a portion of the values disclosed in respect of
related party transactions for FY 2007, FY 2008 and FY 2009 at Note 41 of the historical financial information of the
AIA Group set out in Part XV of this document.
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A further portion of the amounts disclosed in respect of related party transactions for FY 2007, FY 2008 and FY 2009
at Note 41 of the historical financial information of the AIA Group set out in Part XV of this prospectus is attributable
to: (i) those continuing connected transactions disclosed in this section that were effective during FY 2007, FY 2008,
FY 2009, constitute shared administrative services exempt from the reporting, announcement and independent
shareholders approval requirements under Rule 14A.33(2) of the Hong Kong Listing Rules and for which historical
values have not been disclosed; and (ii) transactions between the AIA Group and members of the AIG Group that will
not continue following the Acquisition and which therefore do not constitute continuing connected transactions
requiring disclosure in this section. Further details of related party transactions are set forth in the historical financial
information of the AIA Group set out in Part XV of this document.

Non-exempt continuing connected transactions

Following the Acquisition (and subject (i) to AIA Aurora being a substantial shareholder of New Prudential and (ii) to
ALICO being an associate of AIG), the following transactions will, unless terminated, be regarded as continuing
connected transactions subject to the reporting and announcement requirements but exempt from the independent
shareholders approval requirements under Rule 14A.34(1) of the Hong Kong Listing Rules. As referenced in
Reorganisation Phase III  Preparation for a public offering or sale  Sale of ALICO inthe History section of this
document, AIG has announced that a sale of ALICO to MetLife is expected to be completed by the end of 2010.

Group employee benefit reinsurance agreements with ALICO

The AIA Group has entered into reinsurance transactions with ALICO, a member of the AIG Group, under which
ALICO will reinsure risks relating to group employee benefit insurance policies issued by branches or subsidiaries of
the AIA Group in Hong Kong, Singapore, Australia and New Zealand in the ordinary and usual course of business of
the AIA Group following the Acquisition. These transactions were intended to replace previous arrangements in place
between the parties under which subsidiaries of the AIA Group in certain countries and other insurance companies in
the AIG Group were introduced via ALICO s sales network to multinational corporate clients to whom they issued
group employee benefit policies for each multinational s local operations in their respective countries, and the insured
risks under these policies were then pooled and shared between ALICO and the insurance companies. These
transactions are based on a reinsurance model under which ALICO commits to reinsure a fixed percentage of the risk
under each group employee benefit policy written by the AIA Group. For Hong Kong and Singapore the percentage
reinsured by ALICO is 90% and for Australia and New Zealand it is 100%. For each underlying group employee
benefit policy, ALICO reinsures the risk up to an agreed claim limit. This will be continuing business between the
AIA Group and ALICO replacing the previous arrangements. Such transactions will be conducted in the ordinary and
usual course of the AIA Group s business on normal commercial terms.

As these reinsurance transactions were intended to replace the previous arrangements in place prior to the
Reorganisation that involved the AIA Group and ALICO obtaining leverage from scale by combining the parties
respective insurance liabilities, rather than ALICO acting as a reinsurer, there is no comparable historical value
information available for these transactions.

It is expected that the aggregate annual value of the commissions and fees payable by ALICO to the AIA Group under
these reinsurance transactions will not exceed £10 million on a gross basis and therefore the highest percentage ratio
under the Hong Kong Listing Rules will be, on an annual basis, less than 0.1%. Accordingly, payment of commissions
and fees in these reinsurance transactions constitute in aggregate a de minimis continuing connected transaction
exempt from the reporting, announcement and independent shareholders approval requirements under Rule 14A.33(3)
of the Hong Kong Listing Rules.

Table of Contents 172



Edgar Filing: PRUDENTIAL PLC - Form 6-K

It is expected that the aggregate annual value of reinsurance premiums and fees payable by the AIA Group to ALICO
under these transactions will be at least US$52.4 million on a gross basis in each of financial year 2010, financial
year 2011 and financial year 2012 and, therefore, the highest applicable percentage ratio calculated based on the latest
audited financial statements of the Prudential Group under the Hong Kong Listing Rules will be, on an annual basis,
more than 0.1% and less than 2.5%. Accordingly, payment of reinsurance premiums and fees in these transactions
between the AIA Group and ALICO will constitute a continuing connected transaction subject to the reporting and
announcement requirements but exempt from the independent shareholders approval requirements under

Rule 14A.34(1) of the Hong Kong Listing Rules.

To comply with Rules 14A.35(1) and 14A.35(2) of the Hong Kong Listing Rules and to document the relationship
between the AIA Group and ALICO in relation to the ongoing payment of reinsurance premiums and fees in
reinsurance transactions, the AIA Group entered into quota share reinsurance agreements in Hong Kong, Singapore,
Australia and New Zealand with ALICO (the ALICO Reinsurance Agreements ), which became effective on
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1 January 2010. The ALICO Reinsurance Agreements were negotiated between the AIA Group and ALICO on arm s
length terms with the advice of external counsel.

Pursuant to the ALICO Reinsurance Agreements, the AIA Group and ALICO have agreed on rates of reinsurance
premiums which are comparable to those available under similar reinsurance contracts with independent third party
reinsurers, and to conduct all reinsurance transactions in accordance with applicable normal market practices and on
normal commercial terms.

The ALICO Reinsurance Agreements will be effective for a period of three years from 1 January 2010. The
Enlarged Group will comply with the applicable provisions of the Hong Kong Listing Rules in respect of any renewal
of these agreements.

Annual Caps

Pursuant to Rule 14A.35(2) of the Hong Kong Listing Rules, the AIA Group has set annual caps for the maximum
aggregate amount of premiums, commissions and fees payable on a gross basis under the ALICO Reinsurance
Agreements in financial year 2010, financial year 2011 and financial year 2012 as follows:

Premiums and fees payable by the AIA Group to ALICO

Annual Cap for Year Ending 30 November
2010 2011 2012

US$52.4m US$ 64.3m US$ 80.8m

The annual caps above have been estimated primarily on the basis of: (i) the AIA Group s projection of the normal rate
of growth in premium income from its group employee benefit insurance business in each of the countries covered by
the agreements; and (ii) the AIA Group s expectation that it will continue to reinsure the same portion of this new
business to ALICO throughout the term of the ALICO Reinsurance Agreements as it does at present. Due to the fact
that a fixed share of premiums will be paid by the AIA Group to ALICO, and a fixed proportion of those premiums
will be paid as commission by ALICO to the AIA Group during the full term of the ALICO Reinsurance Agreements,
the total amounts that will be payable by the parties is directly determined by insurance premium growth.

Waiver application for non-exempt continuing connected transactions

In respect of the non-exempt continuing connected transactions described in Connected transactions Non-exempt
continuing connected transactions in this section, as the highest applicable ratio as set out in Rule 14A.07 of the Hong
Kong Listing Rules is, on an annual basis, in each case expected to be more than 0.1% but less than 2.5%, such
transactions are exempt from the independent shareholders approval requirements but are subject to the reporting and
announcement requirements as set out in Rules 14A.45 to 14A.47 of the Hong Kong Listing Rules.

As described above, it is expected that these non-exempt continuing connected transactions to be carried out on a
continuing and recurring basis and to extend over a period. Strict compliance with the announcement requirements
under the Hong Kong Listing Rules would, accordingly, be impractical, unduly burdensome and would create
unnecessary administrative costs.

Accordingly, Prudential has applied for, and the Hong Kong Stock Exchange has granted, a waiver from strict
compliance with the announcement requirement relating to continuing connected transactions under Rule 14A.35 of
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the Hong Kong Listing Rules in respect of the non-exempt continuing connected transactions.

The Enlarged Group will, however, comply at all times with the applicable provisions under Rules 14A.35(1),
14A.35(2), 14A.36, 14A.37, 14A.38, 14A.39 and 14A.40 of the Hong Kong Listing Rules in respect of these
non-exempt continuing connected transactions.

In the event of any future amendments to the Hong Kong Listing Rules imposing more stringent requirements than
those as of the date of this prospectus on the continuing connected transactions referred to in this section, the Enlarged
Group will take immediate steps to ensure compliance with such new requirements.

Confirmation from the Sponsor

The sponsor to Prudential s listing application with the Hong Kong Stock Exchange is of the view that the above
transactions are in the ordinary and usual course of business of AIA, on normal commercial terms and are fair and
reasonable and will upon completion of the Transactions be in the interests of the shareholders of Prudential as a

whole, and that the proposed annual caps for the transactions set out above are fair and reasonable.
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Investments in the AIG Products

The Prudential Group, through its subsidiaries, runs a number of funds on behalf of its clients. The funds invest in a
variety of financial products. As part of this, the funds may, from time to time, hold financial products of the AIG
Group including debt securities in the form of bonds or notes (including convertible bonds, exchangeable bonds, fixed
or floating rate notes or structured notes such as credit or equity linked notes) (the AIG Products ). These investments
are documented and the term of the AIG Products may be longer than 3 years.

As AIA will, at completion of the Acquisition, become a connected person of the Prudential Group, investments in the
AIG Products may constitute connected transactions under Rule 14A.13(1) of the Hong Kong Listing Rules. The
value of the AIG Products held by the Prudential Group s funds as at 31 December 2009 constituted less than 0.1% of
the total assets of the Prudential Group as at 31 December 2009. The aggregate value of this percentage may be
further reduced when the Prudential Group completes the Acquisition. The investments in the AIG Products would
constitute an exempt connected transaction under Rule 14A.31(2) of the Hong Kong Listing Rules and from the
reporting, announcement and independent shareholders approval requirements.

Prudential will continue to discuss with the Hong Kong Stock Exchange the implications of such transactions under
the Hong Kong Listing Rules with a view to seeking any necessary waivers in respect of such.

Related party transactions after FY 2009
Transactions after 30 November 2009 which, had they occurred in FY 2009, would have been within the scope of the
transactions referred to in Note 41 of the historical financial information of the AIA Group set out in Part XV of this
document, relate to (i) payments and receipts under arrangements that were in existence as at 30 November 2009
(including payments made in connection with the termination of certain of such arrangements with members of the
AIG Group as part of the ongoing separation of the AIA Group from the AIG Group); (ii) new arrangements entered
into since 30 November 2009 of a similar type of those in existence as at 30 November 2009; and (iii) obligations
contracted to directors after 30 November 2009 (in an amount, including the amounts referred to in the note within
Note 40 of the historical financial information of the AIA Group set out in Part XV of this document, not greater than
US$6.1 million).
13. Risk management
Overview
AIA s risk management framework is managed by a dedicated enterprise risk management team and includes a variety
of risk management committees and control procedures at both a regional AIA Group level and local operating unit
level. The risk management framework seeks to deliver:

a consolidated risk oversight structure;

enhanced reporting lines for functional aspects of enterprise risk management;

embedded risk management at local operating units;

promotion of effective oversight and internal controls; and

effective allocation of resources.
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Risk management framework

The AIA Group s enterprise risk management team consists of a group of professionals that focus on comprehensive
AIA Group risk management and oversight and a group of professionals that focus on risk management matters at
local operating units. These professionals report, through the head of enterprise risk management, to the chief risk
officer of the AIA Group. The enterprise risk management team manages various risk management committees and
control procedures at both a regional AIA Group level and local operating unit level. The chart below outlines AIA
Group s primary risk management committees as of 14 May 2010 (the latest practicable date prior to publication of
this document).
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The AIA Group s primary risk management committee is the AIA Group risk management committee (the Risk
Management Committee ). This committee oversees four principal supporting subcommittees: the asset-liability
management committee (the ALM Committee ); the operational risk management committee (the ORM Committee );
the product risk management committee (the PRM Committee ); and the catastrophic and emerging risk committee

(the CERC Committee ). Complementing these principal risk management committees is a transaction review
committee (the TR Committee ).

In addition to the regional AIA Group level risk management committees outlined above, each local operating unit has
a local risk management framework that is consistent with the regional AIA Group level risk management framework.
Operating units in larger markets, including in each of the Key Geographical Markets, have their own local risk
management committees overseeing local asset-liability management subcommittees, operational risk management
subcommittees and product risk management subcommittees. Some operating units in smaller markets do not require
dedicated subcommittees and so have a single risk management committee.

Risk management committee

The Risk Management Committee is the AIA Group s primary risk management body and focuses on managing the
AIA Group s overall risk exposure and overseeing the 4 principal subcommittees described below. The Risk
Management Committee reports directly to the Executive Committee, which is a subcommittee of the AIA Group s
Board.

ALM Committee

The ALM Committee focuses on asset-liability management exposure, major asset-liability proposals, solvency and
capital management, strategic asset allocation, credit risk management, market risk management, financial mitigation
programmes and reinsurance strategies. The objective of the AIA Group s asset-liability management is to manage the
risk exposures of assets to liabilities and to ensure that the AIA Group s obligations arising from its liabilities are met.

ORM Committee

The purpose of the ORM Committee is to provide oversight of the operational risk management activities within the
AIA Group and ensure the related operational risk management policies and programmes are implemented
appropriately and consistently within local operating units. The ORM Committee is responsible for establishing
priorities and coordination across the AIA Group s functional operational risk management activities, monitoring
operational risk exposures and the status of action plans, developing guidelines for reporting on key operational risks,
key risk indicators and risk event data capture. The ORM Committee is also responsible for the review and monitoring
of the most significant operational deficiencies identified by the AIA Group s internal audit and
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compliance functions or through self assessments and internal controls testing to ensure appropriate management
focus is being directed toward risk mitigation activities and the successful implementation of remediation measures.

PRM Committee

The PRM Committee focuses on the pricing of risks, the risk exposure of existing products and guidance for internal
controls. The PRM Committee reviews and approves product pricing policies and guidelines, monitors product risks
and develops product approval authority limits.

CERC Committee

The CERC Committee provides oversight and guidance with respect to catastrophic and emerging risks and their
potential impact on the AIA Group.

TR Committee

The TR Committee complements the AIA Group s risk management structure and plays an important role in due
diligence of certain business transactions. The TR Committee reviews the AIA Group s products and transactions with
a business partner or among members of the AIA Group that may expose the AIA Group to heightened legal,
regulatory, accounting or reputational risk.

Principal risk exposures
Insurance risk

Life insurance risk can be described as a combination of the following component risks: (i) inadequate or
inappropriate product design; (ii) inappropriate underwriting or pricing of policies; (iii) lapse risk; and (iv) variability
of claims experience. The AIA Group manages its exposure to insurance risk in many ways. It has significant
underwriting and actuarial personnel resources and has implemented well-defined underwriting and actuarial
guidelines and practices. The AIA Group has accumulated a substantial volume of experience and data which assists it
in the evaluation, pricing and underwriting of its products.

Product design risk

Product design risk refers to potential defects in the development of a particular insurance product. The AIA Group s
product development process is overseen by the PRM Committee, which provides direction on pricing guidelines, as
well as a separate committee, the product development committee. The AIA Group seeks to manage this risk by
completing pre-launch reviews of a new product by regional AIA Group and local operating unit functional
departments, including product development and approval, actuarial, legal and underwriting.

Pricing and underwriting risk

Pricing and underwriting risk refers to the possibility of product-related income being inadequate to support future
obligations arising from a product. The AIA Group seeks to manage pricing and underwriting risk by adhering to
regional AIA Group underwriting guidelines. Each local operating unit maintains a team of professional underwriters
who review and select risks that are consistent with the risk appetite and underwriting strategy of the AIA Group. A

second layer of underwriting review is conducted at the regional AIA Group for complex and large risks.

Claims risk
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Claims risk refers to the possibility that the frequency or severity of claims arising from insurance products exceeds
the levels assumed when the products were priced. The AIA Group seeks to mitigate claims risk by conducting regular
experience studies, including reviews of mortality and morbidity experience, reviewing internal and external data and
considering the impact of such information on reinsurance needs and product design and pricing.

Claims risk also includes risk related to the possibility of significant financial losses arising from a lack of
diversification, either geographical or by product type, of the risks insured. The AIA Group has a broad geographical
footprint across the Asia Pacific region, providing a natural diversification of geographic concentrations of claims and
other (such as political) risks. The broad product offering and in-force product portfolio of the AIA Group also
reduces exposure to risks associated with claims concentration risk. In addition, the AIA Group uses catastrophe
insurance to help minimise concentration risk.
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Lapse risk

Lapse risk refers to the possibility of actual lapse experience that diverges from the anticipated experience that was
assumed when products were priced, as well as financial loss due to early termination of policies or contracts where
the acquisition cost incurred may not be recoverable from future revenue. The AIA Group carries out regular studies
of persistency experience and the results are assimilated into new and in-force product management.

Concentration of insurance risk

Concentration of insurance risk refers to the possibility of significant financial losses arising from a lack of
diversification, either geographical or by product type, of the AIA Group s portfolio. Certain events, such as viral
pandemics, may give rise to higher levels of mortality or morbidity experience and exhibit geographical

concentrations. The AIA Group has a broad geographical footprint across Asia and its results are not substantially
dependent upon any one geographical market. This breadth provides a natural diversification of geographic
concentrations of insurance and other risks (such as political risks). However, given the AIA Group s exposure to Asia,
it may be relatively more exposed to pandemics localised in Asia than insurance groups with a worldwide presence.

Credit risk

Credit risk arises from the possibility of financial loss arising from default by borrowers and transactional
counterparties and the decrease in value of financial instruments due to deterioration in credit quality. The key areas
where the AIA Group is exposed to credit risk include repayment risk in respect of cash and cash equivalents;
investments in debt securities; loans and receivables (including insurance receivables); and reinsurance receivables.

The AIA Group s approach to managing credit risk is a bottom-up process based on fundamental research. A team of
analysts analyses each obligor s financial and competitive position, typically including a review of macroeconomic
outlooks, industry trends and financial information, an analysis of issuer credit fundamentals, dialogue with issuers,
third party checks and ongoing monitoring of fixed income and equity values.

Market risk

Market risk arises from the possibility of financial loss caused by changes in financial instruments fair values or future
cash flows due to fluctuations in key variables, including interest rates, foreign exchange rates, equity market prices
and real estate property market prices. The AIA Group seeks to manage its market risk exposure in a variety of ways.
The ALM Committee oversees activities to evaluate market risk exposure and considers each component of market

risk when formulating the SAA. AIA Group enterprise risk management uses various quantitative models to assess
market risks. These models include sensitivity analyses, value-at-risk models and stress test scenarios, which are
common tools in the investment and insurance industries.

Interest rate risk

The AIA Group s exposure to interest rate risk predominantly arises from the AIA Group s investments in long-term
fixed income debt securities, which are exposed to fluctuations in interest rates.

The AIA Group seeks to manage its interest rate risk by generally investing in fixed income assets in the same

currencies as those of its liabilities as well as investing in financial instruments with tenors that broadly match the
duration of its liabilities.
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The AIA Group also considers the effect of interest rate risk in its overall product strategy. Certain products such as
investment-linked, universal life and participating business, inherently have lower interest rate risk as their design
provides flexibility as to crediting rates and policyholder dividend scales.

Foreign exchange rate risk

At the AIA Group level, foreign exchange rate risk arises mainly from operations in multiple geographical markets in
the Asia Pacific region and the translation of multiple currencies to US dollars for financial reporting purposes.

On a local operating unit level, to the extent possible and appropriate, investments are made in assets denominated in
currencies that match the relevant liabilities to avoid currency mismatches. In certain portfolios, investments are made
in currencies that are different from the underlying liabilities in order to achieve yield as well as diversification
benefits. The related foreign exchange risk is hedged through standard derivatives such as swaps, futures and
forwards.
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Equity risk

Equity price risk arises from changes in the market value of equity securities and equity funds. Equity securities form
a small portion of the ATA Group s investment portfolio and SAA, and therefore the AIA Group has relatively limited
exposure to equity risk.

Property price risk

Property price risk arises from the AIA Group s interests in real estate assets which form a part of its investment
portfolios and are subject to increases or decreases in market value. The AIA Group s real estate investment
sub-committee reviews and oversees all major real estate investment activity. Real estate assets form a small portion
of the AIA Group s investment portfolio and SAA, and therefore, it has relatively limited exposure to property price
risk.

Liquidity risk

Liquidity risk primarily refers to the possibility that the AIA Group has insufficient cash available to meet its payment
obligations to counterparties as they become due. The AIA Group is subject to liquidity risk on insurance products
that permit surrender, withdrawal or other forms of early termination for a cash surrender value.

The AIA Group seeks to manage liquidity risk by emphasising flexible insurance product design and by matching, to
the extent possible and appropriate, the duration of its investment assets with the duration of its insurance policies.
Most of the AIA Group s assets are in the form of marketable securities, which can typically be converted to cash
quickly should unexpected cash payment obligations arise. The AIA Group develops cash flow forecasts and maturity
gap analyses to quantify and monitor liquidity needs to minimise the risk that unexpected cash obligations arise.

For a detailed liquidity risk analysis, see note 37 to the AIA Group historical financial information set out in Part XV
to this prospectus.

Operational risk

Operational risk is the risk of direct or indirect loss resulting from inadequate or failed internal processes, personnel
and systems or from external events.

The primary tool to manage operational risk is risk and control self assessment. The objective of risk and control self
assessment is to identify, evaluate, measure and monitor operational risks. This assessment is performed by each
member of the AIA Group and is subject to oversight by each local business unit s operational risk management
subcommittees and the ORM Committee. Other tools utilised to manage operational risks are risk event data capture
and analysis and key risk indicators. The ORM Committee and other operational risk management personnel share
lessons learned as a result of operational incidents and losses, fraud and internal audit reporting issues with all local
operating units to increase overall AIA Group risk awareness and proactively strengthen the AIA Group s control
environment.
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PART X
SUPERVISION AND REGULATION

The Prudential Group s and the AIA Group s principal insurance and investment operations are in Asia, Australasia, the
United Kingdom and the United States. Accordingly, they are, and the Enlarged Group will be, subject to applicable
Asian, Australasian, United Kingdom and United States insurance and other financial services regulation which is
discussed below.

A. ASIAN AND AUSTRALASIAN SUPERVISION AND REGULATION
1. Regulation of insurance business

The Prudential Group s and the AIA Group s businesses in Asia and Australasia are subject to all relevant local
regulatory and supervisory schemes. These laws and regulations vary from country to country, but the regulators
typically grant (or revoke) licences and therefore control the ability to operate a business.

The industry regulations are usually widely drawn and will include provisions governing both financial matters and
the way business is conducted in general. Examples include the registration of agents, the approval of products, asset
allocation, minimum capital and the basis for calculating the company s solvency and reserves and the valuation of
policyholder liabilities. Regulatory authorities may also regulate affiliations with other financial institutions,
shareholder structures and the injection of capital and payment of dividends. Financial statements and other returns are
filed with the regulators. The regulators may also conduct physical inspections of the operations from time to time.

A number of jurisdictions across Asia and Australasia require insurance companies to participate in policyholder
protection schemes (i.e. contribute to a fund to support policyholders in the event of an insurance company failing).

In addition to the local regulatory regimes in each of the geographical markets in which the Enlarged Group operates,
the Hong Kong Office of the Commissioner of Insurance (the OCI ) exercises extra-territorial regulatory oversight
over branches of AIA Co (located in Singapore, Brunei, Thailand and China) and AIA-B (located in Macau, Korea,
Taiwan and New Zealand) in respect of certain risk management aspects. As a result, the regulatory framework in
Hong Kong is relevant not only to AIA Co s and AIA-B s Hong Kong operations but also applies to a substantial
number of the AIA Group s local operating units that are branches of AIA Co or AIA-B. Please see Hong Kong (The
Prudential Assurance Company Limited, AIA Co and AIA-B) in this section for further details of regulation at the
AIA Group level.

The Bermuda Monetary Authority (the BMA ) regulates AIA-B s business in Bermuda, as well as that of its branches in
Asia (in addition to any relevant local law and regulation). Please see Bermuda AIA-B in this section for further
details of regulation in Bermuda.

Subsidiaries of AIA Co and AIA-B, including those in Australia, Vietnam, Indonesia, Malaysia and the Philippines,
are not subject to supervision and regulation by the OCI or the BMA (but are subject to applicable local regulatory

requirements).

For Prudential Corporation Asia s and the AIA Group s insurance operations the details of the regulatory regimes are as
follows:

Table of Contents 184



Edgar Filing: PRUDENTIAL PLC - Form 6-K

Hong Kong The Prudential Assurance Company Limited, AIA Co and AIA-B s Hong Kong branch ( AIA-B
HK )

Overyiew

The Hong Kong branch of PAC is authorised to carry on both long-term business and general business in Hong Kong
under a composite licence. The AIA Group is authorised to carry on insurance business in Hong Kong through AIA
Co and AIA-B HK. AIA Co is authorised to carry on both long-term business and general business under a composite
licence. ATA-B HK is licensed in respect of all classes of long-term business and in respect of health and protection
classes of general business.

The OClI is the regulatory body set up for the administration of the Insurance Companies Ordinance (the ICO ). The
Office is headed by the Commissioner of Insurance who has been appointed as the Insurance Authority ( IA ) for
administering the ICO. The principal functions of the IA are to ensure that the interests of policyholders or potential
policyholders are protected and to promote the general stability of the insurance industry. The IA has the following
major duties and powers: (i) authorisation of insurers to carry on insurance business in Hong Kong;
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(i) regulation of insurers financial condition primarily through the examination of the annual audited financial
statements and business returns submitted by the insurers; and (iii) development of legislation and guidelines on
insurance supervision.

The Hong Kong operations of the Enlarged Group will also be subject to the codes and guidance stipulated by a
self-regulatory body the Hong Kong Federation of Insurers (the HKFI ). HKFI actively promotes its self-regulatory
regime with respect to areas like conduct of insurers and insurance intermediaries, cooling off initiatives, policy
replacement and initiative on needs analysis, etc. The Insurance Agents Registration Board of the HKFI is responsible
for administering the registration and approval of insurance intermediaries of insurance agents, their responsible
officers and technical representatives; and handling complaints against them and providing enquiry services to and
handling complaints from the public relating to insurance agents. Please see The Code of Conduct for Insurers , The
Insurance Claims Complaints Bureau and Regulation of Insurance Intermediaries in this section.

Currently, the Hong Kong government is researching into the possibility of making the IA an independent governing
body as this would give the OCI more flexibility in its operations and prepare Hong Kong for the risk-based capital
regulatory regime. On the other hand, OCI is also exploring with the HKFI the possibility of setting up a policyholder
protection fund in the event of an insurer s insolvency.
Authorisation under the ICO
Companies carrying on insurance business in or from Hong Kong must obtain authorisation from the OCI.
Authorisation will be granted only to insurers meeting certain requirements set out in section 8 of the ICO, which
focuses on, among other things, the following items:

paid-up capital;

solvency margin;

fitness and properness of directors and controllers; and

adequacy of reinsurance arrangements.
In addition, an insurer must meet certain other criteria contained in the authorisation guidelines issued by the OCI
which are intended to ensure that the insurer is financially sound and competent to provide an adequate level of
services to the insured public. These conditions continue to apply to an insurer after its authorisation.

Tvpes of insurance business under the ICO

The ICO requirements vary depending on the type of insurance business being undertaken by an insurer. The ICO
defines two main types of business as follows:

long-term business covers those types of insurance business in which policies are typically in place for long
periods and includes life and annuity, linked long-term, permanent health and retirement scheme management

policies; and

general business covers all business other than long-term business, including accident and sickness, fire, property,
motor vehicle, general liability, financial loss and legal expenses insurance.
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Both types of business defined in the ICO include reinsurance as well as direct insurance business. With the exception
of certain requirements in the case of pure reinsurers, the authorisation criteria are the same for both direct insurers
and reinsurers.

An insurer that undertakes both long-term and general business is referred to by the OCI as a composite business
insurer.

In addition to these main types of business, the ICO imposes further requirements on insurers conducting insurance

business relating to liabilities or risks in respect of which persons are required by law to be insured ( Statutory
Business ), including employees compensation insurance and third party insurance in respect of motor vehicles.

Minimum paid-up capital requirement

Section 8(3)(b) of the ICO sets the following minimum paid up capital requirements for insurers depending on the
type of business they intend to undertake:

general business without Statutory Business: HK$10 million;
general business including Statutory Business: HK$20 million;
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long-term business: HK$10 million; and

composite business: with or without statutory businesses HK$20 million.

Solvency margin

Pursuant to sections 8(3)(a) and 35AA of the ICO, an insurer is required to maintain at all times an excess of assets
over liabilities of not less than a required solvency margin. The objective is to provide a reasonable safeguard against
the risk that the insurer s assets may be inadequate to meet its liabilities arising from unpredictable events, such as
adverse fluctuations in its operating results or the value of its assets and liabilities.

For general business insurers, the ICO stipulates an absolute minimum solvency margin of HK$10 million, or

HK$20 million in the case of insurers carrying on Statutory Business. Above these minimum levels, solvency margins
are calculated on the basis of the greater of an insurer s relevant premium income (defined as the greater of gross
premium income after deduction of reinsurance premium payments or 50% of gross premium income) or relevant
outstanding claims (defined as the sum of unexpired risks plus the greater of 50% of claims outstanding before
deduction of sums recoverable from reinsurers or the amount of claims outstanding after deduction of sums
recoverable from reinsurers) as follows:

20% of premium income/outstanding claims up to HK$200 million; and
10% of premium income/outstanding claims in excess of HK$200 million.

To determine whether a general business insurer meets the solvency margin requirement, its assets are valued in
accordance with the Insurance Companies (General Business) (Valuation) Regulation (Chapter 41 G of the Laws of
Hong Kong) (the Valuation Regulation ). The Valuation Regulation prescribes the valuation methods for different
types of assets commonly found on an insurer s balance sheet. To ensure a prudent diversification of investments, the
Valuation Regulation also stipulates admissibility limits for different categories of assets. The admissibility limits,
however, do not apply to assets maintained in Hong Kong pursuant to section 25A of the ICO as described below.

For long-term business insurers, the ICO stipulates an absolute minimum solvency margin of HK$2 million. Above
this minimum level, solvency margins are determined in accordance with the Insurance Companies (Margin of
Solvency) Regulation (Chapter 41 F of the Laws of Hong Kong), which sets out a series of calculations to be used
depending on the particular class of long-term business involved.

To determine whether a long-term business insurer meets the solvency margin requirements, its assets and liabilities
are valued in accordance with the Insurance Companies (Determination of Long-Term Liabilities) Regulation
(Chapter 41 E of the Laws of Hong Kong), which sets out the bases for the determination of the amount of long-term
business liabilities. An insurer is required to adopt prudent provisions and assumptions, particularly on interest rates,
when valuing the amount of long-term business liabilities. Among others, valuation methods are specified for
calculating the yields on assets and the amount of future premiums payable under an insurance contract.

For composite insurers, the ICO stipulates a minimum solvency margin based on the aggregate of the solvency margin
required in respect of an insurer s general business and its long-term business, both calculated as described above.

Fit and proper directors and controllers
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Section 8(2) of the ICO requires that all directors and controllers of an insurer must be fit and proper persons to hold
such positions. Section 9 of the ICO defines an insurer s controllers as including, among others, a managing director of
the insurer or its corporate parent, a chief executive officer of the insurer or its corporate parent (only if the parent is
also an insurer), a person in accordance with whose directions or instructions the directors of the insurer or its

corporate parent are accustomed to act or who, alone or with any associate or through a nominee, is entitled to

exercise, or control the exercise of, 15% or more of the voting power at any general meeting of the insurer or its
corporate parent. Sections 13A, 13B and 14 of the ICO also require notification to the OCI of any change in the
directors or controllers of an authorised insurer and the prior approval of the OCI for the appointment of certain
controllers, including the chief executive of an insurer.

Although the term fit and proper is not defined further in the ICO, the OCI has issued a guidance note which sets out
those factors that the OCI will take into account in applying the fit and proper test to the directors or controllers of an
insurer. These factors include a director s or controller s financial status, character, reputation, integrity, reliability,
qualifications and experience regarding the functions to be performed by such director or controller and ability to
perform such functions efficiently, honestly and fairly.
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Adequate reinsurance arrangements

Section 8(3)(c) of the ICO requires all insurers to have adequate reinsurance arrangements in-force in respect of the
risks of those classes of insurance business they carry out, or to justify why such arrangements are not necessary. In
considering the adequacy of reinsurance arrangements of an insurer, the OCI will take into account the following
factors:

the type of reinsurance treaties entered into by the insurer;
the maximum retention of risks by the insurer;

the security of the reinsurers; and

the spread of risks among participating reinsurers.

With regard to the spread of risks among reinsurers, the OCI considers that additional risks arise where a reinsurer is a
related company of the insurer. To address this concern, the OCI has issued a guidance note on reinsurance with
related companies, which sets out the criteria to be used in determining the adequacy of such arrangements. The OCI
will consider a related reinsurer to provide adequate security if any of the following requirements are met:

the reinsurer is itself authorised under the ICO;

the reinsurer or any one of its direct or indirect holding companies has received an adequate rating from a credit
rating agency (currently the OCI specifies an Insurer Financial Strength Rating of AA- or above by S&P, Aa3 or
above by Moody s or A+ or above by A.M. Best, or equivalent rating); or

the reinsurer or any one of its direct or indirect holding companies is otherwise considered by the OCI as having a
status comparable to the above.

In the event that none of these requirements is met by a related reinsurer, the OCI will restrict the amount of net
reinsurance it deems recoverable from that reinsurer when assessing the cedent s financial position, unless it
determines that acceptable collateral security, such as an irrevocable and permanently renewable letter of credit, is in
place in respect of the arrangement with that reinsurer.

Maintenance of assets

Section 25A of the ICO requires insurers carrying on general business to maintain assets in Hong Kong in respect of
the liabilities arising from their Hong Kong business. The minimum amount of assets to be maintained is calculated on
the basis of an insurer s net liabilities and the proportion of its solvency margin requirement attributable to its general
business in Hong Kong, taking into account the level of reinsurance that has been entered into by the insurer in respect
of its liabilities.

Sections 22 to 23 of the ICO require insurers carrying on long-term business to keep separate accounts for different
classes of long-term business and to maintain certain levels of assets calculated on the basis of their solvency margins

in respect of each class of business in funds that are applicable only to that particular business.

The OCI has also issued a guidance note on reserve provisioning for Class G of long-term business (defined in the
ICO as long-term business involving retirement scheme contracts which provide for a guaranteed capital or return) to
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reinforce and enhance the required standard of provision for Class G business. Policies classified under Class G of
long-term business are mainly offered as retirement scheme contracts under retirement schemes regulated pursuant to
the Mandatory Provident Fund Schemes Ordinance (Chapter 485 of the Laws of Hong Kong) (the MPFSO ) and the
Occupational Retirement Schemes Ordinance (Chapter 426 of the Laws of Hong Kong) (the ORSO ). An insurer
authorised to carry on long-term business is required, among other things, to maintain a separate long-term business
fund for its Class G business carried on in or from Hong Kong. In respect of the Class G business fund, the OCI
requires that the value of the assets contained in the fund are in the aggregate not less than the amount of the liabilities
attributable to such business.

Accounting and reporting requirements

The ICO requires insurers to maintain proper books of accounts which must exhibit and explain all transactions
entered into by them in the course of their business. Insurers must submit information including audited financial
statements, a directors report and statistics relating to the valuation of their insurance business and outstanding claims
to the OCI on an annual basis.

Insurers carrying on long-term business are also required to appoint an actuary to conduct an annual actuarial
investigation and submit a report to the OCI on their financial condition in respect of the long-term business. The
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appointed actuary is responsible for advising on all actuarial aspects of the financial management of an insurer s
long-term business including proper premium setting, a prudent reserving policy, a suitable investment allocation,
appropriate reinsurance arrangements and due reporting of irregularities to the OCI.
Corporate governance of authorised insurers
The OCI has issued a guidance note on the corporate governance of authorised insurers, which aims to enhance the
integrity and general well-being of the insurance industry by providing assistance to authorised insurers for the
evaluation and formulation of their internal practices and procedures. This guidance note sets out the minimum
standard of corporate governance expected of authorised insurers and applies to both authorised insurers incorporated
in Hong Kong and authorised insurers incorporated outside Hong Kong where 75% or more of their annual gross
premium income pertains to their Hong Kong insurance business, unless written consent for exemption has been
obtained from the OCI. This guidance note covers the following key items:

structure of senior management;

roles and responsibilities of the board of directors;

board matters;

board committees;

internal controls;

compliance with laws and regulations; and

servicing of clients.

Irrespective of the proportion of an overseas insurer s Hong Kong insurance business, the OCI expects such an insurer
to observe strictly any applicable guidelines on corporate governance promulgated by its home regulatory authority.

Asset management

In order to ensure that an insurer will meet its contractual liabilities to policyholders, its assets must be managed in a
sound and prudent manner, taking into account the profile of liabilities and risks of the insurer. The OCI has issued a
guidance note on asset management by authorised insurers, which is adopted from the paper Supervisory Standard on
Asset Management By Insurance Companies as approved by the International Association of Insurance Supervisors in
1999. This guidance note applies to both an insurer incorporated in Hong Kong and the Hong Kong branch of an
insurer incorporated outside Hong Kong whose investment in financial assets exceeds HK$100 million. This guidance
note provides a checklist for assessing how insurers should control the risks associated with their investment activities
and includes guidance and commentary on the following key items:

investment process, policy and procedures;
overall asset management strategies;
investment mandate given by the board of directors to senior management;

audit in respect of the insurer s asset management functions;
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risk management functions; and

internal controls.
In order to assess how insurers control the risks associated with their investment activities, the OCI may periodically
request information from insurers, including accessing information through on-site inspections and discussion with
insurers.

Power of intervention

The IA is empowered under Part V of the ICO to intervene in an insurer s business and take appropriate actions in the
following circumstances:

where the A considers that the exercise of this power is desirable for protecting the interests of existing and
potential policyholders against the risk that the insurer may be unable to meet its liabilities or to fulfil the

reasonable expectations of existing or potential policyholders;
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where it appears to the IA that the insurer or its corporate parent has failed to satisfy any of its obligations under
the ICO;

where it appears to the IA that the insurer has provided misleading or inaccurate information to it for the purposes
of the ICO;

where the IA is not satisfied as to the adequacy of the insurer s reinsurance arrangements;

where the IA is not satisfied with the financial condition of the insurer or its compliance position with the
prescribed regulatory benchmark or requirements in respect of, amongst others, its assets and liabilities matching
position, reserving level or financial projections; or

where the insurer fails to comply with the on-going authorisation conditions and requirements imposed by the IA
and any financial undertakings provided thereof by its corporate controller and fitness and properness of its

directors and controllers.

The IA may also intervene in an insurer s business, whether or not any of the above circumstances exist, at any time
during the 5 year period following authorisation of the insurer or a person becoming a controller of an insurer.

The actions that the IA may take in intervening in an insurer s business include:
restrictions on the insurer effecting new business;

limits on the amount of premium income an insurer may receive during a specified period in respect of certain
classes of business;

restrictions on types of investments an insurer may make, or requirements that the insurer realise certain types of
investments within a specified period;

requirements that an insurer maintain assets in Hong Kong equal to the whole or a specified portion of the
liabilities arising from its Hong Kong business, and that these assets be held in the custody of a trustee approved
by the IA;

the appointment of a manager to assume control of an insurer; and

requirements that the insurer has to conduct a special actuarial investigation on its long term business, to produce
information and documents and to accelerate submission of returns by the insurer.

Section 35 Orders

Following the AIG Events, letters dated 17 September 2008 were issued from the IA to each of AIA Co and AIA-B
HK (' Section 35 Orders ) requiring each of AIA Co or AIA-B, including all of their branches, as appropriate:

1) to ensure that all insurance business and all transactions with any specified person are on normal commercial
terms;

2) to ensure that AIA Co or AIA-B does not place any deposit with or transfer assets (except for normal insurance
transactions) or provide financial assistance to any specified person without first obtaining written consent from
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3) to inform the IA as soon as practicable of any circumstances which may put the interest of policyholders or
potential policyholders at risk.

For the purpose of the Section 35 Orders, specified person includes but is not limited to an insurer s branches,
directors, controllers, shareholders and associates or group companies.

Among other consequences, the Section 35 Orders place restrictions on the ability of AIA Co and AIA-B to engage in
capital related transactions with specified persons. Accordingly, the Section 35 Orders restrict the ability of AIA Co
and AIA-B to pay dividends to their parent companies, and limit their ability to engage in intercompany transactions
with specified persons, such as payment of intercompany service fees, without first obtaining written consent from the
IA.

By further letters dated 18 September 2008 to AIA Co and AIA-B, the IA required that AIA Co and AIA-B not
acquire a new controller without first obtaining written consent from the IA.

In connection with the Section 35 Orders, Prudential has given to the IA an undertaking that it will:

(i) ensure that (a) AIA Co and AIA-B will at all times maintain a solvency ratio of not less than 150%, both on an
individual insurer basis and on an AIA Co/AIA-B consolidated basis; (b) it will not withdraw any capital or
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transfer any funds or assets out of either company that will cause AIA Co or AIA-B s solvency ratio to fall below
150%, except with, in the case of either (a) or (b), the prior written consent of the IA; (c) should the solvency ratio
of AIA Co and/or AIA-B fall below 150% it will take steps as soon as possible to restore it to at least 150% in a
manner acceptable to the IA; and (d) any proposed transfer of capital, funds or assets out of AIA Co or AIA-B will
require certification by both the Appointed Actuary of the relevant company and an independent actuary or
independent auditor acceptable to the IA;

(i) comply with the matters set out in the undertaking relating to legal, regulatory and supervisory compliance;
group structure, corporate governance, the senior management team; and the plan for the integration of the
Enlarged Group s businesses in Asia; and

(iii) use its best endeavours to comply with all enhancements or improvements to those matters referred to in
(ii) above that may be prescribed from time to time by the IA.

In consideration of Prudential providing the aforesaid undertaking, the IA has agreed to vary the Section 35 Orders,
with effect from completion of the acquisition of AIA by New Prudential by deleting the words or transfer assets
(except for normal insurance transactions) from sub-paragraph (2) above.

The Code of Conduct for Insurers

As part of the self-regulatory initiatives taken by the industry, the HKFI has published The Code of Conduct for
Insurers. This code seeks to: describe the expected standard of good insurance practice in the establishment of
insurance contracts and claims settling; promote the disclosure of relevant and useful information to customers;
facilitate the education of customers about their rights and obligations under insurance contracts; foster a high
professional standard in the transaction of insurance business; and encourage insurers to promote and enhance the
industry s public image and standing. This code applies to all general insurance members and life insurance members
of the HKFI and applies to insurance effected in Hong Kong by individual policyholders resident in Hong Kong and
insured in their private capacity only. As a condition of membership of the HKFI, all general insurance members and
life insurance members undertake to abide by this code and use their best endeavours to ensure that their staff and
insurance agents observe its provisions.

The Insurance Claims Complaints Bureau

The Insurance Claims Complaints Bureau was established to implement self-regulation in the interpretation and
handling of insurance claims complaints arising from all types of personal insurance policies taken out by residents of
Hong Kong. The Insurance Claims Complaints Panel was established by the Insurance Claims Complaints Bureau
with the objective of providing independent and impartial adjudication of complaints between insurers and their
policyholders. The Insurance Claims Complaints Panel is in charge of handling claims complaints from both
policyholders themselves and their beneficiaries and rightful claimants. The Insurance Claims Complaints Panel, in
making its rulings, is required to act in conformity with the terms of the relevant policy, general principles of good
insurance practice, any applicable rule of law or judicial authority, and any codes and guidelines issued from time to
time by the HKFIL.

Regulation of insurance intermediaries

Insurance intermediaries are defined under the ICO as either insurance agents or insurance brokers. The key difference
between the two types of insurance intermediaries is that insurance agents act as agents or subagents of insurers, while
insurance brokers act as agents of policyholders and potential policyholders. Both are subject to a self-regulatory
system supported by provisions contained in Part X of the ICO.
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Under the ICO, a person is prohibited from holding itself out as an insurance agent or insurance broker unless such
person is properly appointed or authorised. A person is also prohibited from holding itself out as an appointed
insurance agent and an authorised insurance broker at the same time. It is also an offence under the ICO for an insurer
to effect a contract of insurance through, or accept insurance business referred to it by, an insurance intermediary who
has not been properly appointed or authorised.

To act as an insurance agent, a person is required to be appointed by an insurer and registered with the Insurance
Agents Registration Board established by the HKFI. Under Section 66 of the ICO, an insurer is required to keep a
register of appointed insurance agents and to make such register available for public inspection at its registered office
(or principal place of business) in Hong Kong, or the registered office of the HKFI. An insurer is required to give the
OCI and/or the Insurance Agents Registration Board details of the registration or removal of its appointed insurance
agents within seven days of such registration or removal.
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An insurer is required to comply with the Code of Practice for the Administration of Insurance Agents issued by the
HKFI and endorsed by the OCI pursuant to section 67 of the ICO. The Code of Practice for the Administration of
Insurance Agent specifies the rules and procedures governing the registration and de-registration of insurance agents,
the power of the Insurance Agents Registration Board to handle complaints and to require insurers to take disciplinary
actions against their insurance agents, the fit and proper criteria for insurance agents and the minimum requirements
of agency agreements. An insurer is responsible for the actions of its appointed insurance agents in their dealings with
clients in respect of the issue of insurance contracts and related insurance business. The OCI has the power to direct
the de-registration of an appointed insurance agent.

Taiwan PCA Life Assurance Company Limited, AIA-B s Taiwan branch ( AIA Taiwan )
Overview

Currently, composite licences to sell both life and non-life insurance are not granted and PCA Life Assurance
Company Limited and AIA Taiwan are both licensed for life insurance business only.

The Financial Supervisory Commission (the FSC ) is responsible for regulating the entire financial services sector. The
FSC s responsibilities include supervision, examination and investigation. The Insurance Bureau (the 1B ) of the FSC is
responsible for the insurance sector.

Taiwanese laws are based on a civil code model and each competent authority is given powers to develop and issue
regulation on specific topics or issues. Many of the current insurance regulations were revised and promulgated in
2007 in response to the significant amendment of the Insurance Act in 2007. Similar to many Asian countries, the
provisions of insurance regulations tend to be prescriptive.

In 2007, the FSC promulgated the guidance notes related to foreign currency denominated traditional life business.
Insurers must satisfy several requirements related to disciplinary performance, risk-based capital, risk management
controls, and complaints efficiency in order to qualify. At this stage, only life insurance and annuity products
denominated in US dollars are permitted. Prior approval from the Central Bank of Taiwan and IB is required and the
underlying foreign portfolio is also subject to the 45% foreign investment limit as per the Insurance Act.

In 2007, the FSC promulgated a regulation governing the engagement by insurers in insurance trust business. Before
engaging in insurance trust business, an insurer is required to meet certain qualifying requirements and to apply to the
IB for approval. The insurer may invest the entrusted money into cash, bank deposits, bonds, financial debentures,
short-term bills, and other instruments otherwise approved by the IB. Further, it is required not only to segregate the
trust assets from its own assets by establishing a separate account for the trust assets, but also to build a risk
management and internal control system to ensure the proper management of the business.

Generally, the insurance law and regulations focus mainly on administrative supervision of insurance operations rather
than conduct of business. An exception is the Regulation, Guideline and Self-Discipline Regulation related to the sale
of investment-linked insurance products, where specific requirements, such as the obligations on insurers to disclose
to prospective customers the costs of the product and the risks involved, to set up Know Your Customers operating
principles and to perform needs analysis in identifying risk appetite and financial objectives of policy applicants are
established. Other requirements include establishing risk classes for structured notes products, sample testing of new
business to determine appropriateness of sales process and policy suitability, and conducting regular inspection to
avoid the use of inappropriate sale materials.
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Since September 2008, and following the AIG Events, AIA Taiwan has been required by the FSC to observe
additional reporting requirements in respect of any significant decisions or resolutions relating to policyholders rights
and in relation to AIA Taiwan s parent company s financial situation.

Korea PCA Life Insurance Company Limited, AIA Korea
Overview

Both PCA Life Insurance Company Limited and AIA Korea are authorised to carry on life insurance business in
Korea including but not limited to casualty insurance, illness insurance, nursing insurance and incidental business and
services related thereto.

Korea s financial supervision structure underwent major change on 29 February 2008, when the Financial Supervisory
Commission was integrated with the Financial Policy Bureau of the former Ministry of Finance and Economy to
become the Financial Services Commission (the FSC ). As Korea s principal supervisory authority, the new FSC is
given broad statutory mandate to carry out three key functions, financial policy formulation, financial institution and
market oversight, and anti-money laundering. The FSC thus has the statutory authority to draft and amend financial
laws and regulations and issue regulatory licences to financial institutions.
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The Financial Supervisory Service (the FSS ) acts as the executive supervisory authority for the FSC and principally
carries out examination of financial institutions along with enforcement and other oversight activities as directed or
charged by the FSC. Therefore, detailed rules under the supervisory regulation are prepared by the FSS.

In respect of anti-money laundering, the Korea Financial Intelligence Unit (KoFIU), which was also integrated into
the FSC as part of the reorganisation, leads the government s anti-money laundering and counter-terrorism financing
efforts.

Currently, the country does not permit a company to operate both life and non-life insurance at the same time. The
Republic of Korea operates a civil law system, with the FSC prescribing many detailed regulations for insurers to

comply with. In the past, the FSC has also been very interventionist in setting and enforcing rules on the insurance
industry. However, the style of regulation has been gradually changing along with the trend of liberalisation of

financial services. This is most pronounced with the regulator focusing on the deregulation in asset management and
product design activities. Furthermore, the FSS is setting an aggressive insurance supervisory agenda that would
strengthen supervision while promoting deregulation. The regulator is moving towards risk-based supervision

focusing on various risks of insurers operations. As part of the shift to risk-based supervision, the FSS has introduced

the Risk Assessment and Application System ( RAAS ) to assess insurers various risks and relevant internal control and
Risk-Based Capital ( RBC ) solvency requirement.

Both the Insurance Business Act and Insurance Business Supervisory Regulations have not been very specific on the
entity s responsibilities for the suitability of products. There is no explicit requirement for an insurer to consider the
suitability of the product for the potential customer. However, on 18 December 2008, the FSC introduced a revised
bill for an Insurance Business Act to the National Assembly (Korea s legislative body) which will become effective
provided it is passed in the National Assembly. It establishes the definition of an insurance product and also
strengthens consumer protection measures. It overhauls the examination procedure for an insurance product and also
establishes a basis for fair competition among businesses in various financial sectors. The revised bill is still pending
in the National Assembly.

The FSS also operates a Consumer Protection Department and a Dispute Settlement Department in the Customer
Protection Division to resolve and prevent customer complaints and disputes relating to insurance companies.

Korea currently allows many different forms of channels for distributing life insurance products including brokers,
agents, telemarketing, direct mailing, bancassurance and mass media television selling.

Capital requirements

In respect of an insurer s capital adequacy requirement, Korea previously had a solvency margin requirement.
Effective from 1 April 2009, Korea adopted a risk-based capital requirement to replace the solvency margin
requirement. A two-year transition period between the two requirements is currently in place, which means that both
requirements will be enforced in parallel until 31 March 2011. During this transition period, insurers have the
discretion to elect which of the two requirements to comply with. From 1 April 2011, it will be mandatory for all
insurers to comply with the risk-based capital requirement.

The solvency margin requirement under the Korean Insurance Business Act is intended to ensure that insurers
maintain a solvency surplus against future liabilities, and the requirement is based on the European Union solvency
ratio model. In particular, all insurers, including branches of foreign insurers, must maintain net assets of equal or
greater value to an amount calculated on the basis of the liabilities that they insure such that they maintain a solvency
margin ratio of at least 100%.
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The risk-based capital requirement was introduced pursuant to amendments to the Insurance Business Supervisory
Regulation and its relevant enforcement regulations issued pursuant to the Insurance Business Act. Under this
requirement, the ratio of an insurer s available capital to required capital is calculated, and the analysis of equity capital
used to determine capital adequacy is expanded, to take into account market, credit, operational, insurance and interest
rate risks, which are not currently taken into consideration under the solvency margin requirement.

In the event an insurer fails to satisfy the applicable capital adequacy requirement and this poses a threat to the
financial soundness of that insurer in Korea, the FSC may take prompt corrective action which ranges from issuing a
recommendation to an insurer to increase its capital reserves or restrict its investments in high-risk securities and other
assets to issuing an order to an insurer to suspend its business or transfer it to a third party.

Reserve reguirements

In order to satisfy the payment obligations of an insurer s policies, which include claims, reimbursements and
dividends payable to policyholders, an insurer must establish and maintain a separate liability reserve in respect of
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each of the following: insurance premiums reserve, unexpired insurance premiums reserve, insurance claim payments
reserve, dividends reserve, profit dividends reserve, dividend insurance loss maintenance reserve and reinsurance
premiums reserve. However, if an insurer acquires reinsurance of its liability under an insurance contract and such
reinsurance satisfies stipulated regulatory conditions, the liability reserve in respect of that insurance contract need not
be maintained by the insurer.

Statutory fund

Under the Depositor Protection Act of Korea, the Korea Deposit Insurance Corporation insures certain liabilities (the
KDIC Insured Liabilities ) owed to the public in Korea by financial institutions. The KDIC Insured Liabilities of an
insurer under the Depositor Protection Act of Korea include insurance premiums, surrender values and insurance
claims payable by an insurer to an individual policyholder. Under the Depositor Protection Act of Korea, all insurers
are required to contribute an annual insurance premium to the Korea Deposit Insurance Corporation at a rate
determined pursuant to the Depositor Protection Act, up to a maximum of 0.5% of an insurer s KDIC Insured
Liabilities in that year. The annual insurance premium payable by an insurer is currently approximately 0.16% of the
average of the insurer s annual premium income and liability reserve. Under the current rules, the Korea Deposit
Insurance Corporation insures only up to a total of Korean Won 50 million per individual against each insurer.

Asset management

Subject to certain exceptions, the Insurance Business Act provides for caps on the proportion of an insurer s total
investments that can be held in particular classes of assets or exposure to particular counterparts. Such caps may be
revised by the FSC from time to time as it deems necessary.

The Insurance Business Act restricts, among other things, certain asset management transactions such as the making
of speculative loans, loans for the acquisition of the insurer s own securities, loans for political funds and foreign
exchange and financial derivative transactions that fail to meet the requirements of the FSC.

Use of insurance funds by an insurer is subject to certain restrictions, including a general prohibition on an insurer
offering its assets as security or guaranteeing debts of any other person (unless permitted under the Insurance Business
Act), and a general prohibition on an insurer owning more than 15% of the voting shares of another corporation unless
that corporation is a subsidiary of the insurer and the approval of the FSC has been obtained.

Reinsurance

Pursuant to the Insurance Business Supervisory Regulation issued pursuant to the Insurance Business Act, an insurer
will be given credit for the purposes of its solvency margin and risk-based capital calculations only for ceded
reinsurance covering a maximum of 50% of its total insurance liabilities. Any reinsurance ceded by an insurer in
excess of 50% will be disregarded in calculating its capital requirements. In addition, insurers are required to give
notice to the FSS within one month after execution of (or change of) every reinsurance treaty where the reinsurance
treaty determines reinsurance premiums with reference to an expected rate of investment return, or the reinsurance
treaty provides for a limitation of the reinsurer s liability.

Regulation of products

Any new product (including its terms, introduction to the market and premium rates and their calculation methods) is
subject to ex ante or ex post review by the FSS (' Process for File & Use or Use & File , depending on the product). In
addition, an insurer must disclose on its internet website certain information, including a summary of its products,
insurance terms, applicable interest rates and, in relation to the premium rates of variable insurance products, the
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calculation method for such rates and information on any designated accounts for such variable insurance products.

Restrictions on foreign insurers

In the event that the head office of a Korean branch of a foreign insurer is closed due to a merger or transfer of
business in its home jurisdiction, is subject to suspension or revocation of its insurance licence by any foreign
financial supervisory agency on grounds of illegal conduct or unfair business practices, or suspends its insurance
business or ceases to operate, the insurance licence of that insurer s Korean branch may be revoked.

A branch of a foreign insurer must hold assets located in Korea equivalent to the liability reserve sufficient to fulfil all
insurance contracts written in Korea. If the amount of assets located in Korea held by the branch of a foreign insurer is

determined to be insufficient based on the annual audited accounts, the assets must be supplemented through an
injection of capital within 60 calendar days. In the event an insurer is instructed to remedy any deficiency followin
decision of the FSS in consultation with the FSC, remedial action must be taken within 30 calendar days.
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Financial reporting requirement

An insurer is required to close its books on 31 March of each year and submit its financial statements, including
supplementary statements, audit reports, a statement of repaid funds and a statement of interest on funds, to the FSC
within three months.

Singapore Prudential Assurance Company Singapore (Pte) Limited, AIA Singapore and Pru Life Assurance
Limited

Overyiew

Prudential Assurance Company Singapore (Pte) Limited and AIA Singapore are registered by the Monetary Authority
of Singapore (the MAS ) to design and sell both life and general insurance business pursuant to the Insurance Act,
Chapter 142 of Singapore (the Singapore Insurance Act ).

Under the Singapore Insurance Act, the MAS is responsible for insurance company regulation and supervision. In
order to sell insurance in Singapore, companies need to be registered with the MAS. The MAS also has responsibility
for supervising compliance with anti-money laundering ( AML ) provisions, though suspicious transactions must be
notified to the Commercial Affairs Department, an enforcement agency of the Singapore Police Force. In 2007, new
regulations were introduced to strengthen further the AML requirements. They were revised in 2009.

Another relevant regulatory authority for the business is the Central Provident Fund (the CPF ) Board. The CPF is a
social security savings scheme jointly supported by employees, employers and the government. CPF members are
employees and self-employed persons in Singapore with the CPF Board acting as the trustee. The CPF Board
regulates insurers in the operation of various CPF schemes including the CPF Investment Scheme where CPF monies
are used by policyholders to purchase insurance policies such as annuities and investment-linked policies.

The MAS is empowered under the Singapore Insurance Act to make regulations for the sector and it also issues, inter
alia, Notices, Circulars and Guidelines. In practice, the MAS and CPF Board have very detailed legislation
frameworks to govern insurance companies and the distribution of insurance products in Singapore.

Registered insurers in Singapore are subject to a risk-based capital ( RBC ) framework. The framework sets out the
valuation methodology for assets and liabilities, rules relating to the operations of life insurance funds, capital
requirement rules, the role of actuaries, and a set of statutory reporting standards. An insurer has to notify the MAS
when it has failed or is likely to fail to comply with the mandated RBC indicators or when a financial resources
warning event has occurred or is likely to occur.

The MAS has also issued Notices that cover the market conduct standards for life insurers including such areas as
appointing and training representatives, maximum tier structure, loans and advances, disciplinary action, disclosure,
sales process and replacement of life policies. In addition, the MAS has recently issued a set of guidelines entitled
Guidelines on Fair Dealing
Board and Senior Management Responsibilities for Delivering Fair Dealing Outcomes to Customers .

Capital requirements

A registered insurer is required at all times to maintain a minimum level of paid-up ordinary share capital and to
ensure that its financial resources are not less than the greater of:
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(a) the sum of:

1) the aggregate of the total risk requirement of all insurance funds established and maintained by the
insurer under the Singapore Insurance Act; and

(ii) where the insurer is incorporated in Singapore, the total risk requirement arising from the assets and
liabilities of the insurer that do not belong to any insurance fund established and maintained under the
Singapore Insurance Act (including assets and liabilities of any of the insurer s branches located outside
Singapore); or

(b)  aminimum amount of 5 million Singapore Dollars.

The MAS has the authority to direct that the insurer satisfy capital adequacy requirements other than those that the
insurer is required to maintain under the Singapore Insurance Act if the MAS considers it appropriate.
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Statutory deposit

A person carrying on insurance business in Singapore as an insurer, while registered in respect of any class of
insurance business, is required to have at all times in respect of that class of business a deposit (in assets of such
nature as the MAS may specify) with the MAS of a value of not less than 500,000 Singapore Dollars. Subject to the
approval of the MAS, a bank covenant for an equivalent amount may be provided to the MAS in lieu of the deposit.

Statutory fund

The MAS maintains a Policy Owners Protection Fund for the purposes of indemnifying, assisting or protecting policy
owners and others who may be prejudiced by the inability of registered insurers to meet their liabilities under life
policies and compulsory insurance policies issued by such insurers. For the purposes of funding the Policy Owners
Protection Fund, the MAS may impose a levy on registered insurers. Among other things, in order to secure continuity
of insurance for every policy owner of a registered insurer in liquidation or in financial difficulties who is a policy
owner in respect of a life policy which was a Singapore policy or an offshore policy and not being a contract of
reinsurance, the MAS may take measures to secure or facilitate the transfer of the life business of the insurer, or part

of that business, to another registered insurer or to secure the issue by another registered insurer to the policy owners
of life policies in substitution of their existing policies.

Asset management

The MAS Notice 104 Use of Derivatives for Investment of Insurance Fund Assets provides that insurers are only
permitted to enter into or effect derivative transactions for the purposes of hedging and efficient portfolio
management. In addition, insurers are prohibited from taking uncovered positions in derivatives.

The MAS Notice 105 Appointment of Custodian and Fund Manager requires a registered insurer to file with the MAS
a list of all assets of all insurance funds established and maintained under the Singapore Insurance Act by the insurer
where documents evidencing title are kept by custodians for the insurer as at the end of that accounting period, to

apply best practice standards in appointing overseas custodians, and to notify the MAS prior to the appointment of a
fund manager or revocation of such appointment.

The MAS Notice 317 Asset Management of Life Insurance Funds sets out the basic principles that govern the
oversight of the asset management process of life insurance funds. It requires insurers to establish an investment
committee and prescribes the main elements that must be incorporated in the investment policy of an insurer carrying
on life insurance business.

The MAS Notice 320 Management of Participating Life Insurance Business requires an insurer which has established
or will be establishing a participating fund to put in place an internal governance policy which shall include
information on, among other things, the investment of participating fund assets.

Separate accounts requirement

Every registered insurer is required to establish and maintain a separate insurance fund (a) for each class of insurance
business carried on by the insurer that (i) relates to Singaporean policies and (ii) relates to offshore policies; (b) for its
investment-linked policies and for its non-investment-linked policies; and (c) if no part of the surplus of assets over
liabilities from an insurer s non-participating policies is allocated by the insurer by way of bonus to its participating
policies, in respect of non-investment-linked policies (i) for participating policies and (ii) for non-participating
policies.
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The MAS Notice 101 Maintenance of Insurance Funds , the MAS Notice 313 Basis for Establishing Separate Funds
for Participating and Non-participating Policies and the MAS Guidelines on Implementation of Insurance

Fund Concept provide further guidance and requirements on the establishment and maintenance of insurance funds

and the segregation of the assets of registered insurers in Singapore as required under the Singapore Insurance Act.

The solvency requirement in respect of an insurance fund must at all times be such that the financial resources of the
fund are not less than the total risk requirement of the fund. Each of the financial resources of an insurance fund and
its total risk requirement is determined, and assets are valued, in accordance with the requirements of the Insurance
(Valuation and Capital) Regulations 2004. The MAS has the authority to direct that the insurer satisfy fund solvency
requirements other than those that the insurer is required to maintain under the Singapore Insurance Act if the MAS
considers it appropriate.

The assets in the insurance fund shall only be applicable to meet such part of the insurer s liabilities and expenses as is
properly attributable (excluding certain levies).

108

Table of Contents 207



Edgar Filing: PRUDENTIAL PLC - Form 6-K

Table of Contents

Reinsurance

The MAS Notice 114 Reinsurance Management Strategy sets forth the guiding principles relating to the oversight of
the reinsurance management process of insurers and includes the principle that the board of directors and senior
management of an insurer are required to develop, implement and maintain a reinsurance management strategy
appropriate to the operations of the insurer to ensure that the insurer has sufficient capacity to meet obligations as they
fall due.

The MAS Notices 208 and 316 Financial Reinsurance impose certain requirements in respect of financial reinsurance
for insurers registered to carry on general business and life business respectively. These include guidelines and
mandatory requirements on, among other things, prudent management oversight, disclosure and reporting obligations
and transfers of insurance risk.

Regulation of products

A direct insurer registered to carry on life business may only issue a life policy or a long-term accident and health
policy if the premium chargeable under the policy is in accordance with rates fixed with the approval of an appointed
actuary or, where no rates have been so fixed, is a premium approved by the actuary.

Before offering certain new products, an insurer is required under the MAS Notice 302 Product Development and
Pricing to obtain approval from the MAS. For products that do not require the MAS s approval, an insurer should
notify the MAS of any such product launched within a prescribed period. Such request or notification shall include

information on, among other things, the tables of premium rates.

Appointment and duties of actuaries

Insurers carrying on life and general business are required to appoint an actuary approved by the MAS, and are
required to (a) in respect of their life business, have an investigation made by an actuary approved by the MAS into
the financial condition of that business; and (b) in respect of their general business, have an investigation made by an
actuary approved by the MAS into their liabilities in respect of insurance policies. Reports of such investigations must
be lodged with the MAS.

The appointed actuary is responsible for, among other things, reporting to the principal officer of a life insurer on
various matters including matters which in the actuary s opinion have a material adverse effect on the financial
condition of a life insurer. In the event a life insurer fails to take steps to rectify any matter reported by the actuary to
its principal officer, the actuary is required to report directly to the MAS.

Financial reporting requirements

The Insurance (Accounts and Statements) Regulations 2004 sets forth various reporting requirements and prescribes
the forms in which the relevant returns and statements of a registered insurer are to be made. The regulatory
framework also prescribes the valuation of assets and liabilities of an insurance fund, as well as the valuation of life
and general insurance policy liabilities at a policy-by-policy level.

A registered insurer is required to file with the MAS, among other things, (a) for each quarter and each accounting
period, statements for each insurance fund established and maintained under the Singapore Insurance Act; (b) a report
by an actuary on its investigation into the valuation of policy liabilities and the financial soundness in respect of the
insurer s life insurance business; (c) a report by an actuary on its investigation into the valuation of policy liabilities in
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respect of the insurer s general insurance business; (d) statements on the fund solvency requirement and capital
adequacy requirement; (e) an auditor s report and supplementary report (if any); and (f) any other information the
MAS may require for the discharge of its functions under the Singapore Insurance Act.

In the case of a company incorporated or established outside Singapore, the financial audit need not extend beyond the
business for which an insurance fund is maintained under the Singapore Insurance Act. Such a registered insurer
incorporated outside Singapore is required to file with the MAS for each fiscal year, in respect of the insurer s global
business operations, a statement of the financial position of the insurer as of the end of that fiscal year. A registered
insurer incorporated in Singapore is required to file with the MAS statements in respect of its global business
operations for each quarter and each accounting period.

In addition, the MAS Notice 306 Market Conduct Standards for Life Insurers Providing Financial Advisory Services
as defined under the Financial Advisers Act (Cap. 110) and the MAS Notice 318 Market Conduct Standards for Direct
Life Insurer as a Product Provider require insurers to submit information on their businesses to the MAS annually.
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MAS directions

Since October 2008, the Monetary Authority of Singapore ( MAS ) has issued certain directions to AIA Singapore
specifying that it comply with increased capital adequacy requirements. In addition, the directions provide that prior
MAS consent be sought in respect of certain transactions including transfers or disposals of certain assets (including
land or buildings) and financing and guarantee arrangements. The directions also impose certain additional reporting
requirements on AIA Singapore.

Malaysia Prudential Assurance Malaysia Berhad, AIA Malaysia
Overview

Prudential Assurance Malaysia Berhad and AIA Malaysia have composite licences to carry on both life and general
insurance business in Malaysia pursuant to the Insurance Act 1996. In addition, both companies are members of the
Life Insurance Association of Malaysia and the General Insurance Association of Malaysia.

In Malaysia, Bank Negara Malaysia ( BNM ) is the regulatory body responsible for supervising and regulating the
conduct of insurance business. All insurance companies must be licensed by the Minister of Finance. Licensed
insurers must comply with the provisions of the Insurance Act 1996, the Insurance Regulations 1996, the Companies
Act 1965 and guidelines and circulars issued by BNM. The Life Insurance Association of Malaysia and the General
Insurance Association of Malaysia are self-regulated bodies. Resolutions and circulars issued by these associations are
binding on the member insurance companies.

At the end of 2006, BNM carried out an exercise of realignment of its regulatory and supervisory functions which
resulted in the establishment of a Consumer and Market Conduct Department. More emphasis has been placed on fair
market conduct by the insurance industry and protection of the consumers interests.

With the objective of promoting greater transparency in the sale of insurance products, BNM has issued guidelines on
the minimum disclosure requirements to be observed by insurers and their intermediaries in their interaction with
prospective policy owners. The guidelines specify the timing and minimum information that must be disclosed to a
prospective policy owner at the pre-contract stage and at the point of entering into a contract to enable them to make
informed decisions and during the term of the contract. This information, which should be timely, clear, concise,
accurate, relevant, consistent and comparable and with important information highlighted, includes details of types of
cover offered, product features, benefits, restrictions, premium payments and exclusions of the policy as well as any
significant conditions and obligations which the policy owner must meet. There are additional product-specific
disclosure requirements to be met. The board of directors of a Malaysian insurer or a committee of its board of
directors is expected to ensure that proper systems and processes are in place to implement the guidelines.

In an effort to further reform the regulation of insurers and reflect better the risks being faced by each entity, BNM has
implemented an RBC framework for insurers, which took effect on 1 January 2009. Compliance with the RBC
framework is a condition of licence for all insurers, and any failure to comply with the RBC framework could result in
the revocation of an insurer s licence. The RBC framework sets out the capital adequacy ratio calculations, capital
requirements to mitigate major risks, the valuation bases for assets and liabilities, and supervisory expectations
relating to the investment of insurance funds. Additionally in early 2008, BNM released a consultation paper on risk
governance framework for insurers. The consultation paper outlines the risk governance function of an insurer,
including the roles and responsibilities of the board of directors of a Malaysian insurer and its management in relation
to risk governance. The paper further outlines the function of risk management, compliance and internal audit and
their respective oversight responsibilities relating to risk management.
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In its risk-based approach in regulating and supervising the insurance industry, more specific responsibilities have
been placed on the board of directors of a Malaysian insurer and its senior management in managing the risks of the
business. BNM continues to assess the performance of an insurer by analysing its statutory returns and reports
submitted and regular communication with the insurer concerned.

BNM does not permit a person to hold, either directly or indirectly, shares in more than one licensee carrying on the
same class of insurance business. Prudential Assurance Malaysia Berhad and AIA Malaysia carry on the same classes
of insurance business and as such, the Enlarged Group s operations in Malaysia would have to be restructured. Any
restructuring would require the prior approval of BNM who have indicated a willingness to provide a grace period for
restructuring to take place.

Capital requirements

As noted above, BNM has recently introduced an RBC framework aimed at improving the risk management practices
of insurers. Under the RBC framework, insurers are required to maintain a capital adequacy level that is
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commensurate with their risk profiles. Each insurer is required to determine the adequacy of the capital available in its
insurance and shareholders fund to support the total capital required by the Insurer. This will serve as a key indicator
of the insurer s financial resilience and will be used to determine any supervisory interventions by BNM.

Under the RBC framework guidelines, the board of directors and senior management of a Malaysian insurer are also
expected to identify, monitor and control risks which are not adequately addressed under the framework. An insurer is
also expected to manage actively its capital adequacy by taking into account the potential impact of its business
strategies on its risk profile and overall financial resilience.

Reserve reguirements

The RBC framework requires the appointed or signing actuary of a life insurer to determine the required amount of
policy reserves for the life insurance liabilities and the general insurance signing actuary to determine the level of
reserves for general insurance business. The basis used should be no less stringent than that prescribed in the RBC
framework.

Separate accounts requirements

An insurer is required to establish and maintain separate insurance funds for its Malaysian policies and for its foreign
policies and, where directed by BNM, for different categories or description of its insurance business or classes of
policies. An insurer is required to pay into the applicable insurance fund all money received in respect of policies of a
class to which the insurance fund relates, keep the assets of its insurance fund separate from its other assets and
maintain assets of equivalent or higher value than the liabilities of that insurance fund. An insurer may apply the
assets of an insurance fund only to meet such of its liabilities and expenses as are properly attributable to that
insurance fund.

An insurer may withdraw the surplus from a general insurance fund where there is a surplus of assets over liabilities at
the end of a fiscal year, subject to any instrument or contract binding the licensed insurer or its constituent documents.
For a life insurance fund, upon the actuarial valuation and recommendation by the appointed actuary, the life insurer
may allocate a part of the surplus attributable to participating and non-participating policies by way of a bonus paid to
participating policies and for transfer out of that life insurance fund to the shareholders fund, subject to such limits and
such proportions as may be prescribed.

Asset management

The investment limits on individual asset classes and exposure limits to counterparties are provided in the
RBC framework. The RBC framework also sets out the supervisory expectations in respect of the investment of an
insurer s assets.

Reinsurance

A licensed insurer s reinsurance arrangements must be consistent with sound insurance principles. The general
principles to be observed in a reinsurance arrangement are the appropriateness of retention level, security of
reinsurers, spread of reinsurers and appropriateness of reinsurance treaties. An insurer is required both to design its
reinsurance programme in line with its exposure and portfolio of business, taking into account, among other things, its
insurance risk profile and the concentration of its business and to ensure that its reinsurance arrangements provide
adequate protection for all classes of business underwritten to enable it to pay its liabilities as they come due, In
placing reinsurance in respect of general insurance, an insurer must accord priority to local reinsurers up to such local
reinsurers full retention capacity before securing reinsurance support from foreign insurers.
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Financial reporting requirements

In general, insurers are required to submit each of the following to BNM within a specified timeframe: (a) audited
annual accounts; (b) an auditor s report and certificate; (c) an appointed actuary s report and certificate; (d) a report on
the action taken by the board of directors of the Malaysian insurer on the auditor s report; (e) the Malaysian insurer s
board of directors report on its operations; and (f) quarterly returns of each fiscal year. BNM has also issued
guidelines which require an insurer to submit additional reports which, among other things, relate to such insurer s
investments, claims, reinsurance, solvency and capital adequacy.

BNM has announced that it is undertaking a comprehensive review of the Insurance Act 1996. Detailed proposals of
the legislative changes are expected to be finalised by the end of 2010.
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BNM requirements

Under a letter dated 16 September 2008, and following the AIG Events, BNM requested AIA Malaysia to obtain prior
written approval of BNM in relation to the following:

1) payment of dividends (interim and/or final) to its shareholders;

2) extension of credit facilities to related-parties within the AIG Group (which for these purposes is understood also to
include members of the AIA Group);

3) guarantees or undertakings given to/on behalf of related-parties within the AIG Group (which for these purposes is
understood also to include members of the AIA Group); and

4) any other related-party transactions, excluding any transaction in the ordinary course of AIA Malaysia s business
relating to insurance policies, reinsurance cessions and claims.

Malaysia (Takaful business) Prudential BSN Takaful Berhad, AIA Takaful International Berhad
Overview

Prudential BSN Takaful Berhad ( Prudential Takaful ) (a Prudential joint venture with Bank Simpanon Nasional) was

the first overseas insurer to be granted a domestic Takaful Licence in Malaysia. In addition, AIA Takaful International
Berhad ( AIA Takaful ) was granted Malaysia s first International Takaful operator licence to carry out family solidarity
and general Takaful businesses in currencies other than ringgit. An International Takaful operator licence means AIA
Takaful may engage in Takaful business in other countries, provided that such other countries local requirements are
complied with.

The Takaful business in Malaysia is also governed by BNM similarly to the insurance companies. In addition, the
business is required to be a member of the Malaysian Takaful Association ( MTA ), which is an association for Takaful
operators to improve industry self-regulation through uniformity in market practice and to promote a higher level of
co-operation among operators. Resolutions and circulars issued by the MTA are binding on the member insurance
companies.

Takaful in Malaysia is considered to be part of mainstream mercantile law, and hence part of civil law, and is
therefore subject to the civil court structure of Malaysia. It is not regulated by Shariah law in Shariah courts. However,
the operation system of a Takaful operator must conform to the rules and requirements of Shariah as regulated in the
Takaful Act 1984, which elevates the Shariah Advisory Council to the position as the sole authority on Shariah
matters. A Takaful operator is required to establish a Shariah advisory body approved by the Director General of
Takaful to advise on the operations of its Takaful business. To strengthen further the Shariah and legal infrastructure,
the Guidelines on the Governance of Shariah Committee for Islamic Financial Institutions were issued in 2004 to
streamline the functions and duties of Shariah Committee of Takaful operators and strengthen their independence.
BNM has indicated that, in line with efforts to enhance the Shariah governance of Islamic financial institutions, a new
Shariah governance framework will be issued in 2010 to provide comprehensive guidance on the roles and
responsibilities of the Shariah committee and the board management of Islamic financial institutions in ensuring that
the operations of the Islamic financial institutions are in compliance with Shariah principles.

Although the Takaful operator is also governed by the same regulator (BNM), the industry is regulated slightly
differently from insurance companies. The differences relate in the main to matters where the regulators still find the
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Takaful operators not ready. For example, the risk-based capital framework that has been implemented for insurers
has not yet been implemented for Takaful operators given the nature of the business (i.e. Shariah compliant) and the
maturity of the industry. However, as reported in the Financial Stability and Payment Systems Report 2009, the
conceptual parameters of the capital model and development of the valuation components for family and general
Takaful business under the RBC Framework for takaful operators ( RBCT ) has been substantially completed.
Consultation with the industry on the detailed RBCT and impact assessments will commence in 2010 with a target
timeline for implementation of the framework on a parallel basis by 2011. In other areas regulation is similar to the
insurance industry.

The regulators acknowledge that comprehensive regulatory and supervisory frameworks need to be developed to
support the sound expansion of the Takaful industry. The regulators are taking steps to, among other things: (i) review
the Takaful Act 1984 and subsidiary legislation to address existing inadequacies of the acts; (ii) progressively increase
the statutory minimum paid up capital for Takaful operators; (iii) introduce accounting standards for Takaful
businesses and draft model accounts for Takaful operators; and (iv) monitor and refine further code of ethics and
standard market practices for Takaful operators.
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BNM has announced that it is undertaking a comprehensive review of the Takaful Act 1984. Detailed proposals of the
legislative changes are expected to be finalised by the end of 2010.

China CITIC-Prudential Life Insurance Company Limited, branches of AIA Co
Overview

CITIC-Prudential Life Insurance Company Limited (Prudential s joint venture with CITIC) is authorised to conduct
life insurance business in China. As at the end of 2009, CITIC-Prudential Life had business in 31 cities across China,
including in the key markets of Guangdong, Beijing, Shanghai, Hubei, Shandong, Zhejiang, Jiangsu, Tianjin,
Guangxi, Jujian and Hebei.

AIA Co currently holds nine insurance business permits and nine business licences in different locations of China.
AIA Co has a branch in each of Beijing, Guangdong, Shanghai, Shenzhen and Jiangsu. Within the Guangdong
province, AIA Co has a sub-branch in each of Foshan, Jiangmen and Dongguan and within the Jiangsu province, AIA
Co has a central sub-branch in Suzhou.

The insurance business permits of these branches and sub-branches were issued by the China Insurance Regulatory
Commission ( CIRC ) and the business licences were issued by the relevant local Administrations for Industry and
Commerce. These permits and licences allow AIA Co s branches and sub-branches in China to provide individual and
group life insurance products, accident and health products and reinsurance business thereof.

Chinese law and regulations do not generally permit a foreign insurance company or insurance group with an existing
insurance business in China to hold a second Chinese insurance company. As such, the Enlarged Group s operations in
China may need to be restructured. Any restructuring would require the prior approval of the CIRC.

The body responsible for regulation of the insurance sector is the CIRC established in 1998. CIRC reports directly to
the State Council. The main laws and regulations that govern the Enlarged Group s operations in China are the
Insurance Law of the People s Republic of China (enacted in 1995 and amended in 2009) and the Regulation on the
Administration of Foreign Funded Insurance Companies (enacted in 2001) and the Regulation on the Administration
of Insurance Companies (enacted in 2004 and amended in 2009).

CIRC is authorised to conduct administration, supervision and regulation of the Chinese insurance market, and to
ensure that the insurance industry operates in a stable manner in compliance with the law. It drafts relevant regulations
regarding insurance supervision, examines and approves the establishment of insurance companies and their branches
and supervises market conduct. In November 2008, to ensure enforcement of the regulations, CIRC established a
special department, namely the inspection bureau, to strengthen the function of investigating significant
non-compliance issues and the conduct of insurance companies and the handling of complaints. CIRC has local
offices in all the provinces and selected direct administrative cities and regions across the country. One of the key
responsibilities of the local offices is to set and administer implementation rules and guidelines in the application of
the regulations introduced by CIRC. The local offices will also regulate many aspects of the insurance companies
activities within the locations for which they are responsible, including but not limited to business, sales and agent
conducts, sales licensing practices, approving new sales offices and assessing minor administrative penalties.

CIRC has focused specific attention on the area of risk prevention. Accordingly, it has identified five lines of defence
against risks, namely internal management and control systems, supervision of solvency adequacy, on-site inspection,
fund management regulation and insurance security fund. In 2008, in response to the global financial crisis, more

importance has been attached to the supervision of internal control systems, corporate governance, marketing conduct
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and information disclosure of insurance companies. In addition to the introduction of additional regulations and rules,
a classified supervision system was developed by the regulator to detect and monitor the operation and financial risks
of the industry. Under the system, insurance companies will be classified into four groups based on the risk indicators
relating to solvency margins, corporate governance, capital management, financial status and market conduct.
Different administrative measures such as risk warning, on-site inspection, restriction of business expansion and
investment, may be imposed on different groups.

China promulgated a new Anti-Money Laundering ( AML ) Law applicable to all financial institutions in November
2006. The People s Bank of China ( PBOC ) was entrusted with the responsibility and authority for regulating all AML
activities in China. PBOC also introduced several additional AML measures between November 2006 to June 2007 to
provide specific rules and guidelines in the application of the AML Law. The areas covered would include customer
identification, reporting of large volume and other suspicious transactions, record-keeping and reporting of suspicious
transactions involving terrorism financing.
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Capital requirements

The minimum registered paid-up capital of a foreign invested insurance company is RMB200 million. A similar
requirement is imposed on a Chinese branch of a foreign insurance company. Both foreign invested insurance
companies and Chinese branches of foreign insurance companies are required to maintain a solvency ratio that is not
lower than 100%. Under relevant PRC regulations, the solvency ratio is the ratio of actual capital to the minimum
capital requirement applicable to the insurer pursuant to relevant regulations. The actual capital is the difference
between the admitted assets and admitted liabilities. The CIRC requires solvency reports to be submitted quarterly,
annually or ad hoc as required by the CIRC. Where an insurer is not able to meet its solvency requirement, it is
required to immediately report to the CIRC.

Reserve reguirements

The CIRC has promulgated various rules and regulations on the reserves to be established and maintained by insurers,
and the reserve requirements pursuant to such rules and regulations depend on the nature and type of insurance
product. Reserves that the CIRC generally requires a life insurer to maintain include an unearned premium reserve, a
life insurance reserve, a long-term health insurance reserve and an insurance-claims payment reserve. The reserve
amounts are generally determined with reference to, among other things, actuarial projections of future cash flows.

Statutory and other deposit requirements

A foreign invested insurance company is required to deposit 20% of its registered capital and a foreign insurer s
Chinese branch is required to deposit 20% of its working capital with a bank designated by the CIRC. This statutory
deposit may only be used to discharge debts owed by an insurer in the event that it is put into liquidation or declared
bankrupt.

A life insurer is required by the CIRC to contribute up to 1% of its total assets to an insurance protection fund, which
is a non-governmental fund maintained by a state-owned fund management company. In the event any insurer is put
into liquidation or declared bankrupt or deemed by the CIRC to pose material risks to the public interest and financial
stability, this insurance protection fund may be used, among other things, to pay policyholders or other life insurance
companies accepting life policies assigned from the insolvent life insurer.

Separate accounts requirement

An insurer is required to maintain assets in separate accounts for certain types of products specified by the CIRC,
including participating, universal life and investment-linked products. Establishment, amalgamation, demerger and
closure of investment accounts maintained in respect of investment-linked products are subject to the approval of the
CIRC.

Asset management

An insurer is required to invest its insurance funds in a stable and prudent manner. An insurer may only invest its
insurance funds in bank deposits, securities, including, without limitation bonds, stocks and securities, investment
fund shares, real estate and other permitted investments as stipulated by the China State Council. The CIRC also sets
caps on the proportion of an insurer s total investments that can be held in particular classes of assets. Such caps may
be revised by the CIRC from time to time. The approvals of the CIRC and State Administration of Foreign Exchange
are required if the insurer wishes to invest insurance funds denominated in foreign currencies offshore.
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Reinsurance

An insurer may reinsure its liabilities within its authorised scope as stated in its insurance business permit and
business licence. An insurer is required to implement a comprehensive risk management system and report to the
CIRC annually regarding its reinsurance arrangements. An insurer may only cede its liabilities to reinsurers who
satisfy the CIRC s credit rating requirements (as specified from time to time) or are Chinese state-owned reinsurers.

Regulation of products

Products which are legally mandatory, newly developed life insurance or may concern the public interest are required
to be reviewed and approved by the CIRC before they can be introduced to the market for sale.
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Financial reporting requirements

The CIRC requires each insurer to file with the CIRC monthly financial accounts, annual audited financial statements
and annual audited solvency statements prepared in accordance with applicable Chinese laws, rules and regulations.

CIRC Notices

Following the AIG Events, Notices issued by the CIRC in 2008 ordered AIA Co s branches in Shanghai, Guangdong,
Jiangsu, Beijing and Shenzhen, and sub-branches in Suzhou Central, Dongguan and Jiangmen to:

1) maintain sufficient funds to cope with possible cancellations and prevent liquidity risk and monitor liquidity
daily; and

2) enhance capital fund safety by: (a) not entering into any mortgage, guarantee, letter of credit or incurring debt
other than in the normal course of business; (b) not transferring any assets or funds outside of China; and
(c) obtaining approval from the CIRC on any affiliated transaction with AIG including reinsurance transactions (so
as to prevent capital and assets from flowing outside of China).

Thailand Prudential Life Assurance (Thailand) Public Company Limited, branches of AIA Co (AIA (Life)
Thailand and AIA (Non-Life) Thailand)

Overyiew

Prudential Life Assurance (Thailand) Public Company Limited is authorised to carry on long-term insurance business
in Thailand. AIA (Life) Thailand is authorised to carry on long-term insurance and reinsurance business and AIA
(Non-Life) Thailand is authorised to carry on general insurance business (in respect of health and protection business).

As branches of a foreign company, AIA (Life) Thailand and AIA (Non-Life) Thailand are also regulated by the
Department of Business Development of the Ministry of Commerce. AIA (Life) Thailand holds a foreign business
certificate for the conduct of a life insurance business and AIA (Non-Life) Thailand holds a foreign business
certificate for the conduct of a non-life insurance business. AIA (Life) Thailand also holds a foreign business licence
to permit the provision of back office, internal auditing and compliances services to other AIG affiliates in Thailand.

In Thailand, the insurance business is regulated and supervised by the Office of Insurance Commission ( OIC ). The
OIC came about as a result of the September 2007 statutory transformation of the Department of Insurance of the
Ministry of Commerce. The OIC is now the independent regulatory organisation handling day-to-day insurance
business affairs and reporting to the Ministry of Finance. The Secretary General of the Insurance Commission holds
the statutory appointment of Insurance Registrar. Each quarter, insurers must contribute a proportion of their insurance
premia to the OIC to cover the OIC s operational expenses. The current rate for life insurers is between 0.1% and 0.3%
(depending on the type of policy, its duration and payment terms) and the current rate for non-life insurers is between
0.2% and 0.3% (depending on the amount of insurance premia received).

The Insurance Commission Act 2007 embodies the Insurance Commission, the principal decision-maker for the
insurance business. The Insurance Commission consists of a 13-member Board, chaired by the Permanent Secretary of
Finance and includes the Permanent Secretary of Commerce, the Secretary General of the Consumer Protection

Board, the Governor of the Bank of Thailand and the Secretary General of the Securities and Exchange Commission
as ex officio commissioners. The other six to eight Commissioners are selected from experts in the fields of law,
accountancy, business administration, finance, economics and insurance.
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The life and non-life insurance business is governed by the Life Insurance Act 1992 (as amended by the Life
Insurance Act (No. 2) 2008) and the Non-Life Insurance Act 1992 (as amended by the Non-Life Insurance Act (No. 2)
2008) respectively. As well as governing the operations of the life and non-life businesses, these Acts regulate funds,
investments and insurance policies and impose a variety of statutory requirements. The OIC has the power to manage
and supervise insurance companies, protect insured persons and the general public, implement policies with respect to
insurance funds, and regulate the professional conduct, qualifications and licensing of insurance brokers, agents and
actuaries.

In the private sector, the Thai Life Assurance Association and the General Insurance Association play an active
development role for their membership and support the insurance business as its representative bodies.

Capital requirements

A branch office of a life or non-life foreign insurer must maintain assets in Thailand of not less than the amount of the
capital funds required pursuant to relevant Thai regulations. In addition, life insurers are required to maintain
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capital funds at the greater of 2% of their insurance reserve and 50 million Thai Baht, and non-life insurers are
required to maintain capital funds at the greater of 10% of total net premiums received in the previous calendar year
and 30 million Thai Baht. In its Early Intervention Guidelines, the OIC requires insurers to maintain capital funds of
more than 150% of the amount required by law. An insurer that fails to maintain capital funds in line with these
guidelines and does not take corrective action to address the deficiency will be subject to sanctions in the form of a
range of restrictions on its investment and other business activities.

The 2008 amendments to the Life Insurance Act and the Non-Life Insurance Act require the implementation of
risk-based capital adequacy tests by 2011.

Reserve and asset management requirements

The OIC requires a life insurance company to allocate a portion of its premium income to an insurance reserve for
policies that remain in force. The insurance reserve may consist of a mixture of different classes of assets. The assets

in the insurance reserve must match the insurer s liabilities as they come due over the duration of its policies. The types
of assets that a life insurance company must place in its insurance reserve and the rules, conditions and basis for
assessing the value of assets placed in the insurance reserve are regulated by the OIC.

Thai regulations require every life insurer to place a security deposit with the OIC of not less than 20 million Thai
Baht, which may consist of a mix of cash and certain types of bonds, treasury bills and similar specified instruments.
Every life insurer is also required to place 25% of its insurance reserves with the OIC. Non-life insurers are also
required to place a security deposit with the OIC of not less than 3.5 million Thai Baht for each type of insurance
business they undertake (for example, fire insurance, marine and transportation insurance) which may consist of a mix
of cash and certain types of bonds, treasury bills and similar specified instruments. Every non-life insurer is also
required to place 15% of its insurance reserves with the OIC (this proportion is scheduled to rise to 25% in 2012).

Under the Life Insurance Act of Thailand, Non Life Insurance Act of Thailand and relevant bankruptcy laws of
Thailand, in the event that an insurer goes bankrupt, policyholders entitled to receive payment under their insurance
policies have preferential rights to the assets placed with the OIC and have the right to receive payment from such
assets as secured creditors. The amount which a policyholder may receive from the assets placed with the OIC and
statutory fund is capped as 1 million Baht. Policyholders would also have preferential rights over the other assets of
the insurer and the right to receive payment from such assets subject to the rights of secured creditors and certain other
classes of preferred creditors.

Statutory fund

Life insurance companies are required to contribute to a central life insurance fund intended to compensate
policyholders in the event that an insurer is declared bankrupt or has its licence revoked. The OIC requires insurers to
make payments twice a year into this central life insurance fund. The current amount payable is 0.1% of the premium
income received in the six months prior to the payment date.

Non-life insurers are also required to contribute to a central non-life insurance fund to compensate policyholders in the
event of bankruptcy or revocation of an insurer s licence. The OIC requires non-life insurers to make payments twice a
year into this central non-life insurance fund. The current amount payable is 0.25% of premium income received in

the six months prior to the payment date.

Reinsurance
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When a life insurer wishes to cede its insurance liability under a policy by entering into a reinsurance treaty, it may
only reinsure in respect of the net amount at risk that is outstanding on the policy as of each anniversary of the policy
during its term.

A copy of every reinsurance treaty that a insurer enters into must be submitted to the OIC within 30 days of the date of
its execution. Life insurers should also inform the OIC in the event a reinsurance treaty is amended or terminated and
provide details of the same. The OIC mays, if it deems it appropriate, request a life insurer to submit the reinsurer s
annual report as to the reinsurer s financial and business condition in the previous year.

Similar rules apply to non-life insurers except that copies of facultative reinsurance treaties need not be provided, but
a non-life insurer must report to the OIC quarterly on its facultative reinsurance. A non-life insurer must obtain OIC
approval before obtaining financial reinsurance.

The OIC has proposed new reinsurance regulations which will require an insurer to adopt a formal reinsurance
management strategy and submit it at regular intervals to the OIC for approval. The regulations will also prohibit an

insurer from obtaining certain reinsurance without OIC approval, including finite risk reinsurance, financial
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reinsurance and other alternative risk transfer arrangements, and impose limitations on reinsurance that may be placed
overseas based on the credit rating of the overseas reinsurers.

Regulation of products

Insurance policies, including their related documents and endorsements, must be in the form approved by the OIC.
The use of non-approved policy documentation may result in policyholders having the option to terminate the policy
with a full refund of premiums or to continue to benefit under the policy as written (or as amended by the order of the
OIC). Marketing materials for an insurance policy are deemed to form part of the policy with any inconsistency
between the marketing materials and policy to be construed in favour of the policyholder or beneficiary.

The premium rates for an insurance policy are also subject to the approval of the OIC. A notification issued by the
OIC sets out the factors that it will take into account in determining premium rates.

The OIC prohibits all insurers from underwriting policies denominated in currencies other than Thai Baht but insurers
may access reinsurance from overseas that is denominated in foreign currencies.

Life insurance policies are also affected by the eligibility criteria imposed by the Revenue Department of the Ministry
of Finance on tax deductibility of premiums.

Regulation of agents and brokers

Insurance agents and brokers are licensed by the OIC. The OIC imposes caps on the commission rates that insurers
may pay to insurance agents and brokers. The OIC prohibits insurers from paying commissions to other persons.

The OIC imposes general obligations on insurance agents and brokers in relation to their dealings with customers. It
also imposes specific requirements on telephone sales, including restrictions on hours of operation, pre-vetting the
types of policies that may be marketed, recording requirements and a 30-day cooling-off period, and on
bancassurance.

Restrictions on foreign insurers

Expansion of the branch office network of a foreign insurer in Thailand is restricted pursuant to the Life Insurance Act
of Thailand. Consequently, a foreign insurer currently may not open additional branch offices in Thailand.

Thai insurance companies generally must be at least 75% Thai-owned. The Insurance Commission may allow up to
49% foreign ownership and, where an insurer s condition or operation is likely to place policyholders or the public in
jeopardy, the Minister of Finance may (on advice from the Insurance Commission) allow up to 100% foreign
ownership.

Restrictions on dividends and distributions
Although there are no formal limitations on dividends or other distributions by a Thai insurer or the Thai branch of a
foreign insurer, the approval of the Bank of Thailand is required for remittances outside Thailand. In practice, the

Bank of Thailand will typically consult with the OIC before permitting a Thai insurer or the Thai branch of a foreign
insurer to make any remittances outside Thailand.

Financial reporting requirements
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A life insurer or non-life insurer is required to prepare and submit monthly and annual reports and interim quarterly
and audited annual financial statements to the OIC in respect of both its branch offices and operations as a whole. A
branch office of a foreign life insurance company must comply with the additional requirement of submitting an
annual report of its parent company within five months of the end of the parent company s fiscal year. In addition, a
certified actuarial report must be submitted annually by all insurers. An insurer is also required to post summary
financial information on its website and at its head office and branch offices.

Philippines Pru Life Insurance Corporation of UK, The Philippine American Life and General Insurance
Company ( Philamlife )

Pru Life Insurance Corporation of UK is licensed and regulated by the Insurance Commission (the IC ) as a life
insurance company. Philamlife, on the other hand, is only one of three insurers in the Philippines with a licence to
conduct both life and general insurance activities.

The Insurance Code of the Philippines, as amended, ( Insurance Code ) gives the power to supervise and regulate the
operations and business of insurance companies to the IC. The IC is a government agency under the Department
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of Finance, and is headed by the Insurance Commissioner. The IC is a part of the Anti-Money Laundering Council
together with the Bangko Sentral ng Pilipinas and the Securities and Exchange Commission ( SEC ).

The mandate of the IC is to regulate and supervise the insurance industry in accordance with the provisions of the
Insurance Code in order to ensure that adequate insurance protection is available to the public at a fair and reasonable
cost and to ensure the financial stability of the insurance industry so that all legitimate claims of the insured public are
met promptly and equitably. The objectives of the IC are to promote growth and financial stability of insurance
companies, to develop professionalism in the insurance services industry, to develop insurance consciousness among
the general populace, to establish a sound national insurance market, and to safeguard the rights and interests of the
insured.

The IC issues licences to insurance companies, reinsurance companies, agents, general agents, resident agents,
underwriters, brokers, adjusters and actuaries. It also has the authority to suspend or revoke such licences under
certain circumstances and after observance of the required procedure under the IC Rules of Procedure.

The Insurance Code empowers the IC to adjudicate insurance claims and complaints involving any loss, damage or
liability where the amount involved does not exceed Php 100,000.00 for any single claim. Decisions or orders of the
IC may be appealed to the Court of Appeals. Moreover, informal and administrative complaints against malpractices
by insurance companies or agents may also be filed with the IC. The IC is available to render assistance in settling any
controversy between an insurance company and a policyholder relating to insurance.

India ICICI Prudential Life Insurance Company Limited, AIA India

ICICI Prudential Life Insurance Company Limited (Prudential s joint venture with ICICI) and AIA India (AIA s joint
venture with Tata Sons Limited) are authorised to carry on long-term insurance business in India. It is currently
intended that the AIA Group s equity interest in the joint venture with Tata Sons Limited will be disposed of either
before or around the time of completion of the Acquisition.

Insurance is subject to federal regulation in India. The primary legislation is the Insurance Act, 1938, and the

Insurance Regulatory & Development Authority Act, 1999. The Insurance Regulatory & Development Authority (the
IRDA ) is the key regulator for both the ICICI Prudential life insurance operation and AIA India insurance operations

in India.

The IRDA s duties include the issue of certificates of registration to insurance companies, and it has a mandate to
protect the interests of the policyholder, to regulate, promote and ensure the orderly growth of the insurance industry.
Regulatory direction is currently focusing on corporate governance and disclosures to stakeholders. IRDA s
regulations also encourage the sale of insurance to customers in rural parts of India.

In his Budget speech on 26 February 2010 the Finance Minister of India stated that a Financial Stability and
Development Council will be set up, to strengthen and institutionalise the mechanism for maintaining financial
stability without prejudice to the autonomy of regulators. It is proposed that this Council would monitor
macro-prudential supervision of the economy, including the functioning of large financial conglomerates, and address
inter-regulatory coordination issues. It will also focus on financial literacy and financial inclusion.

Indonesia PT. Prudential Life Assurance, PT. AIA Financial
PT. Prudential Life Assurance and PT. AIA Financial are authorised to carry on long-term (for an indefinite period)

insurance business in Indonesia.
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The insurance industry is regulated by the Insurance Bureau under the Capital Market Supervisory Board and
Financial Institution of the Ministry of Finance. Previously, insurance companies in Indonesia were supervised by the
Directorate of Insurance under the Directorate General of Financial Institutions of the Ministry of Finance (the MoF ).
In December 2005, the Government of Indonesia merged the Capital Market Supervisory Board and Directorate
General of Financial Institutions under a single Capital Markets Supervisory Board & Financial Institution (the
Bapepam LK ). The current role of the Bapepam LK is to act as a supervisory board, with responsibility over capital
markets, pensions funds, insurance and other non-banking financial institutions with the objective to manage risks in
the financial sector, as well as to increase consumer protection and market confidence and promote transparency and
strong financial business practices and standards.

The MoF issued decrees on business conduct, auditing, solvency, and the licensing of insurance companies. These
decrees were supplemented by implementing regulations issued by the Bapepam LK.

The local Life Insurance Association (the AAIJI ) continues to act as a conduit between insurers and the MoF and
Bapepam LK in terms of the development of new regulations and guidelines.
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The implementation of anti-money laundering controls in the insurance industry is monitored by the Indonesian
Financial Transaction Reports and Analysis Center (the PPATK ). The PPATK is an institution with the mission of
preventing and eradicating money laundering in Indonesia. The Money Laundering Criminal Act Law (UU-TPPU) is
the governing statute that establishes and empowers the PPATK as the key authority in the anti-money laundering
regime in Indonesia.

The Prudential Group s and the AIA Group s operations in Indonesia are authorised to distribute life insurance products
with either conventional or Shariah principles. Whilst the regulations for life products with conventional principles are
fully developed (in accordance to current market conditions), the government has promulgated new regulations in
relation to life products with Shariah principles. In addition, to accommodate significant developments in the

Indonesian insurance industry over the past few years, the government is taking proactive measures to revisit Law

No. 2 of 1992 on Insurance Business. Meetings with various insurance associations have been conducted by the
Government over the past year to obtain input from local as well as joint venture insurance companies. The

amendment of Law No. 2 of 1992 on Insurance Business is expected to be promulgated in 2011.

Japan PCA Life Insurance Company Limited ( PCA Life Japan )

The Financial Services Agency of Japan (the JFSA ) regulates insurance companies and other financial institutions. In
particular, the Insurance Business Division of the JFSA specifically undertakes the supervision of insurance

companies. The fundamental principles underlying insurance regulation are set out in the Insurance Business Law.

PCA Life Japan is licensed by the Prime Minister of Japan (who delegates most of the supervisory functions to the
JFSA) as a life insurance company.

On 1 April 2010, the Commercial Code of Japan was revised and the insurance contract law became a separate piece
of legislation from the Commercial Code of Japan, now known as the Insurance Act .

In response to the recent financial crisis, the JESA revised the solvency margin ratio , an indicator for regulatory
purposes, to introduce stricter rules for the calculation of capital and risk measurements and to ensure its
appropriateness by involving an appointed actuary. The new standard is to become effective for the fiscal year ending
on 31 March 2012. However, reporting of the solvency margin ratio on the new basis will be required for the fiscal
year ending on 31 March 2011 for monitoring purposes. This latter amendment is still under deliberation and the
finalised rules have not been published by the JFSA.

Vietnam Prudential Vietnam Assurance Private Limited, AIA Vietnam

Prudential Vietnam Assurance Private Limited and AIA Vietnam are licensed and regulated by the Ministry of
Finance of Vietnam (the MOF ) as life insurance companies. Currently, the applicable law does not permit an
insurance company to operate both life and non-life insurance at the same time, unless a life insurance company
conducts personal health and protection care insurance as a supplement to life insurance.

The MOF is responsible for carrying out state administration of insurance business for and on behalf of the
Government. The Insurance Division of the MOF specifically undertakes the supervision of insurance companies. The
fundamental principles of the operation of insurance companies are set out in the Insurance Business Law.

The first insurance regulation that was implemented in Vietnam was the governmental decree on insurance

No. 100/CP which was issued in late 1993. As the Vietnamese insurance market grew, the first law on insurance
business, the Insurance Business Law, was passed in 2000 by the National Assembly of Vietnam. In 2001, the
Government promulgated further regulations relating to the implementation of the Insurance Business Law.
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At the end of 2007, many of the current insurance regulations were revised and a number of new regulations were
introduced, including: minimum legal capital requirements for insurance enterprises, equivalent to VND 600 billion,
security deposit requirements equivalent to 2% of legal capital, new regulations for investment-linked products such

as universal life and unit-linked products. The MOF has also provided specific regulations on establishing new
insurance companies, modification of licences or opening/closure of insurers branches/representative offices and agent
recruitment and training.

Generally, the Insurance Business Law and its guiding regulations focus mainly on administrative supervision of
insurance operations. In practice, the Insurance Business Law reserves most of its items for insurance contracts (the
terms and conditions of policy) in order to protect policyholders interests. Furthermore, the MOF has set a proactive
insurance supervisory agenda on controlling the solvency of insurance companies in order to take timely intervention
to the insurance market by issuing the new regulation on bankruptcy procedures for insurers, securities, financial
institutions in late 2008.
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By a letter dated 9 October 2008 from the MOF, and following the AIG Events, regular updates to the MOF have been
requested regarding the business and financial situation of the AIG Group (including, for these purposes the AIA
Group) and the impact on AIG s Vietnamese subsidiaries.

Other Asian and Australasian markets

In addition to the regulatory frameworks discussed above, regulatory requirements also apply to the insurance
businesses of the AIA Group s local operating units in Australia, New Zealand, Macau and Brunei. Each local
operation is respectively subject to the Australian Securities and Investments Commission and the Australian
Prudential Regulation Authority, the Ministry of Economic Development of New Zealand, the Macau Monetary
Authority through its Insurance Supervisory Department and the Brunei Ministry of Finance.

The operations of the AIA Group in these geographical markets are subject to their respective relevant local insurance
regulatory requirements, including requirements with respect to solvency, asset management, financial reporting and
reinsurance. The operations have been duly licensed in each of these geographical markets by the relevant regulatory
authorities. In common with the actions of certain other regulators in relation to the AIA Group, following the AIG
Events correspondence was issued to AIA Brunei by the Brunei Ministry of Finance requiring that its consent be
obtained before assets are transferred or transactions are entered into with connected parties.

2. Regulation of investment and funds businesses and other regulated operations

The Prudential Group and the AIA Group conduct, and the Enlarged Group will conduct, investment and fund
businesses through subsidiaries or joint ventures in the following countries in Asia: The People s Republic of China,
Dubai (Dubai International Financial Centre), Hong Kong, Republic of India, Japan, Republic of Korea, Malaysia, the
Philippines, Republic of Singapore, Taiwan, Thailand and Socialist Republic of Vietnam. All operations are
authorised and licensed by the relevant authorities, or exempted from licensing under the relevant regulations.

Hong Kong
Overview

Certain types of products and services offered by the Prudential Group and the AIA Group in Hong Kong are

regulated under separate statutory regimes by other regulatory bodies. These include the Mandatory Provident

Fund Schemes Ordinance (Chapter 485 of the Laws of Hong Kong) (the MPFSO ) and the Occupational Retirement
Schemes Ordinance (Chapter 426 of the Laws of Hong Kong) (the ORSO ), both administered by the Mandatory
Provident Fund Schemes Authority (the MPFA ) for compulsory Mandatory Provident Fund ( MPF ) and voluntary
ORSO retirement schemes. In addition, the selling of MPF and ORSO products by agents is regulated by the MPFA.
The MPFA is responsible for the licensing and supervision of trustees who wish to administer MPF or ORSO schemes
and MPF intermediaries.

The Securities and Futures Ordinance (the SFO ) and other subsidiary legislation comprise the laws in Hong Kong
relating to certain investment-linked products including MPF and ORSO retirement schemes, securities dealing,
investment advisory and investment management services. The Hong Kong Securities and Futures Commission (the

HKSFC ) is the statutory body responsible for the administration of the SFO and the related subsidiary legislations and
rules.

The Hong Kong branch of PAC is regulated by the HKSFC for its operations relating to investment-linked products. It
is also registered with the MPFA as a MPF corporate intermediary.
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Prudential Asset Management (Hong Kong) Limited ( PAMHK ), incorporated in Hong Kong, is ultimately a
wholly-owned subsidiary of Prudential. PAMHK is licensed with the HKSFC and is authorised to carry out Type 1
(Dealing in Securities), Type 4 (Advising on Securities) and Type 9 (Asset Management) regulated activities in Hong
Kong.

PAMHK is registered with the China Securities Regulatory Commission ( CSRC ) as a QFII (Qualified Foreign
Institutional Investors) licence holder.

BOCI-Prudential Asset Management Limited ( BOCIP ), incorporated in Hong Kong, is a joint venture between
Prudential Corporation Holdings Limited (36%) and BOCI Asset Management Limited (64%). BOCIP is licensed
with the HKSFC, and is authorised to carry out Type 1, Type 4, Type 5 (Advising on Futures Contracts), Type 6
(Advising on Corporate Finance) and Type 9 regulated activities in Hong Kong. It is also registered with the MPFA as
an MPF intermediary. BOCIP offers a comprehensive range of investment products, including MPF products, pension
funds, retail unit trusts, institutional mandates and other advisory funds. It also offers private investors and
institutional clients investment portfolios and charity fund management services. As one of the pioneers in the asset
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management industry in Hong Kong, BOCIP launched a series of capital guaranteed funds linked to various
underlying indices or baskets of stocks with varying currencies and maturities, as well as certain exchange traded
funds which are listed in Hong Kong.

BOCI-Prudential Trustee Limited is a joint venture between Prudential Corporation Holdings Limited (36%) and
BOC Group Trustee Company Limited (64%). The company is incorporated in Hong Kong and is an approved trustee
under the MPFSO and an associated entity to the BOCIP under the SFO.

In relation to the AIA Group s retirement scheme business in Hong Kong, AIA-B, in addition to being an authorised
insurer under the ICO, is an intermediary registered with the MPFA and AIA-T is an approved trustee under the
MPFSO. AIA Wealth Management Company limited is licensed by the HKSFC and is authorised to carry out Type 1
and Type 4 regulated activities. AIA-PT and AIA-CM are each registered with the MPFA as MPF corporate
intermediaries. AIA-PT also acts as trustee of certain pooled retirement schemes for which it has been registered with
the MPFA as a trustee pursuant to the ORSO.

Regulation under the MPFSO and ORSO

Companies that operate compulsory retirement schemes in Hong Kong are regulated under the MPFSO. The MPFA
shares responsibility with other regulatory bodies for supervision of the institutions, such as banks and insurance
companies, that act as MPF intermediaries that provide MPF products to customers. The MPFSO includes rules on
prudential management and the permissible investments that may be made using scheme funds, accounting and
reporting requirements and the powers of the MPFA to intervene and terminate a trustee s administration of a scheme.
Voluntary retirement schemes are subject to regulation under the ORSO. The MPFA is also the supervisory body for
ORSO schemes. The ORSO requires schemes to be registered with the MPFA and imposes reporting requirements
and rules on the types of assets in which a scheme may invest. In addition, the marketing and promotion of MPF and
ORSO scheme products requires SFC approval, as these products involve investment in securities. In addition to these
reporting requirements, the MPFA requested, in 2008 following the AIG Events, that prior notice be given of the
following types of events in respect of AIA-T and AIA-PT:

1) declaration or payment of dividends to shareholders;

2) granting of advances, loans or credit facilities to any parties;

3) incurrence of major cash outflow arising from extraordinary events or non-operating activities; and

4) any incidents which may have an adverse impact on the liquidity or financial position of either company.

Regulation under the SFO

Companies that wish to conduct business in regulated activities (as stipulated in the SFO) which include, but are not
limited to, Type 1 (Dealing in Securities), Type 4 (Advising on securities) and Type 9 (Asset Management) in Hong
Kong must be licensed to do so under the SFO, and the marketing and promotion of certain financial products and
schemes that involve investment in securities is also regulated under the SFO. Licensed corporations under the SFO
are subject to certain requirements which include, but are not limited to, financial adequacy and reporting and
directors, senior management and individuals responsible for carrying out the regulated activities in Hong Kong must
satisfy suitability and qualification requirements and be approved by the HKSFC.

The operation, marketing and promotion of investment-linked products and schemes, including long-term insurance
schemes by insurers, is subject to authorisation by the SFC in accordance with Part IV of the SFO and related codes
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and guidelines issued by the SFC that require certain information to be disclosed to potential investors and impose
restrictions on the content of advertisements and the claims that can be made with respect to risks and potential returns
on an investment.

Japan

PCA Asset Management Limited ( PCAAM ) is registered with the Kanto Local Finance Bureau to engage in

(a) second financial instruments business, (b) investment management business, (c) investment advisory & agency
business and (d) ancillary business under the Financial Instruments and Exchange Law ( FIEL ) which became effective
as of 30 September 2007.

PCAAM is a member of the Investment Trusts Association, Japan and also a member of the Japan Securities
Investment Advisers Association. Both the associations are self-regulatory bodies under FIEL. PCAAM is required to

comply with the policies and regulations issued by these associations, which are authorised to conduct on and off-
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site inspection in addition to the inspection conducted by the Securities and Exchange Surveillance Commission
which is part of the FSA.

Under its registration in respect of second financial instruments business, PCAAM focuses on explaining the products.
PCAAM does not set up or maintain customer accounts for purposes of settlement, which are to be opened at relevant
sales companies. The investment advisory & agency business is limited to the investment advisory business excluding
agency business.

Korea

Prudential conducts fund business in Korea through an indirect, wholly owned subsidiary, PCA Investment

Trust Management Co. Ltd. The bodies responsible for the regulation of asset management companies, investment
advisers and discretionary management companies are the Financial Services Commission ( FSC ) and its executive
arm, the Financial Supervisory Service ( FSS ).

AIA Korea holds an asset management business licence, issued pursuant to the Financial Investment Services and
Capital Markets Act, which authorises AIA Korea to carry on asset management business related to variable life
insurance. Pursuant to this licence, AIA Korea may establish and terminate investment trusts and manage investment
trust assets with respect to variable insurance policies.

Traditionally, the FSC in Korea operates in a prescriptive way, with a significant amount of detailed regulation that
asset management companies must comply with. In recent years, the style of regulation of the indirect investment
industry has been changing in line with the trend towards liberalisation of financial services. In particular, the
regulator is focusing on deregulation in asset management and product design activities and shifting towards a
principles-based regulatory regime.

Taiwan

The body responsible for regulation of the Securities Investment Trust Enterprises ( SITE ), Securities Investment
Consulting Enterprises ( SICE ) and discretionary investment business is the Securities and Futures Bureau ( SFB )
under the Financial Supervisory Commission ( FSC ). The SFB is responsible for promulgating laws, regulations and
policies in relation to these business areas.

PCA Securities Investment Trust Co., Ltd is registered as a SITE with the FSC. It is compulsory that all SITEs are
members of the Securities Investment Trust and Consulting Association ( SITCA ), which is a self-regulatory
organisation ( SRO ). SITE and SICE may not commence business without being admitted as members of the
Association. SROs support the regulatory and administrative operations entrusted to the SFB by adopting
self-regulatory rules and overseeing self-regulation by its members, establishing a membership disciplinary
framework and carrying out matters that the SFB has authorised it to handle, such as previewing product filing
documents before submission for the SFB s final review. The SRO also acts as liaison between the SFB and its
members for matters of business development.

China
CITIC-Prudential Fund Management Company Limited, a joint venture between Prudential and CITIC Group (China
International Trust and Investment Corporation), is regulated by the China Securities Regulatory Commission

( CSRC ). The CSRC supervises the establishment of fund management companies ( FMCs ) and the launch of securities
investment funds.
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The legislative framework of China s fund industry comprises the China Securities Investment Funds Law (the

Fund Law ) and a set of ancillary regulations (the Fund Regulations ). While the Fund Law and Fund Regulations spell
out the rules and requirements which must be adhered to by all FMCs, the supervisory approach of CSRC, to a certain
extent, is also principles-based. The Chinese authorities aim to protect the legitimate rights and interests of investors
and other relevant parties, and thereby to promote the healthy development of securities investment funds and
securities markets.

India

ICICI Prudential Asset Management Company Limited ( the AMC ), a joint venture between Prudential and ICICI, is
approved by the Securities and Exchange Board of India ( SEBI ) under SEBI (Mutual Funds) Regulations, 1996 to act
as Investment Manager of ICICI Prudential Mutual Fund (the Fund ). The Fund was set up as a Trust sponsored by
Prudential (through its wholly-owned subsidiary Prudential Corporation Holdings
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Ltd) and ICICI. ICICI Prudential Trust Limited (the Trust Company ), a company incorporated under the Companies
Act, 1956, is the Trustee to the Fund.

Mutual funds in India are regulated by the guidelines and statutes promulgated under the SEBI (Mutual Funds)
Regulations, 1996, the Indian Trusts Act, 1882, relevant provisions of the Companies Act 1956 and other applicable
laws. Any change of control of the AMC by virtue of 10% or more voting rights in the AMC or the right to appoint a
majority of directors entitled to exercise control of the AMC will require the prior approval of the SEBI and the grant
of an option to unit holders to exit the Schemes at the prevailing net asset value without any exit load.

As specified by the Indian Trusts Act 1882 and reiterated by the SEBI regulations, all mutual funds are required to be
in the form of trusts. The trustee functions are carried out by separately established trust companies or boards of
trustees. In all cases, the trust deed must be approved by the SEBI. The AMC has obtained registration from the SEBI
to act as a Portfolio Manager under SEBI (Portfolio Managers) Regulations 1993.

Also, SEBI, via its letter dated 31 May 2005, conveyed that it had no objection to the AMC undertaking Advisory
Services to Offshore Funds. The AMC has commenced the provision of Advisory Services.

The AMC also received a mandate from the Central Board of Trustees, Employees Provident Fund Organisation to act
as a Portfolio Manager for the Funds of Employees Provident Fund, Staff Provident Fund and Pension and Gratuity
Fund.

Philippines

Philam Asset Management, Inc. ( PAMI ) was incorporated on 12 October 1971 and is a 99.78% owned subsidiary of a
Philippine resident insurance company, The Philippine American Life and General Insurance Company, which is in
turn a subsidiary of AIA Hong Kong.

PAMI is regulated by the Securities and Exchange Commission (the SEC ), which grants the registration of investment
managers or advisers for investment companies (i.e. mutual funds). As an investment manager and adviser to mutual
funds, PAMI is required to manage the resources and operations of the said funds in accordance with the provisions of
the Investment Company Act (Republic Act No. 2629) and its implementing rules and regulations.

Investment managers or advisers that hold a licence from the Monetary Board to engage in trust and other fiduciary
business would, in addition to SEC regulation, be subject to further regulation by the Bangko Sentral ng Pilipinas

( BSP ). Pursuant to Monetary Board Resolution No. 1758 dated 10 December 1999, investment managers or advisers
that perform purely agency functions in respect of the mutual funds that they manage are outside the coverage of the
BSP s jurisdiction, provided that: (i) the investment managers do not perform trust or quasi-banking functions and are
not bank subsidiaries or affiliates; (ii) the products of the investment manager are not sold, and advertisements and
material covering such products are not made or distributed in bank premises.

Singapore

Prudential Asset Management (Singapore) Limited ( PAMS ), an indirect wholly-owned subsidiary of Prudential plc,
holds a Capital Markets Services ( CMS ) licence, to conduct the regulated activities of fund management and dealing
in securities, issued by the Monetary Authority of Singapore under the Securities and Futures Act, Chapter 289 of
Singapore. PAMS is also an exempt financial adviser under the Financial Advisers Act, Chapter 110 of Singapore.
PAMS is included under the Central Provident Fund Investment Scheme (  CPFIS ) and may manage unit trusts
included under the CPFIS. In addition, PAMS is registered with the Securities and Exchange Commission, US, under
the Investment Advisers Act of 1940; the Financial Services Commission of South Korea, as a Cross-border
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Investment Advisor under the Capital Market Consolidation Act and the Securities and Exchange Board of India

( SEBI ) under the SEBI (Foreign Institutional Investors) Regulations, 1995. Further, PAMS is relying on the Class
Order Exemption CO 03/1102 from the Australian Securities and Investments Commission for exemption from the
need to hold an Australian financial services licence for provision of services to wholesale clients in Australia.

Prudential Property Investment Management (Singapore) Pte. Ltd. ( Prupim SGP ) is an indirect wholly-owned
subsidiary of Prudential plc. It is a real estate fund management company, and operates in Singapore as an exempt
fund manager and exempt financial adviser under the Securities and Futures Act and the Financial Advisers Act
respectively.

As an exempt fund manager and exempt financial adviser, Prupim SGP provides services to not more than
30 qualified investors (for fund management services) and accredited investors (for financial advisory services).
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As a company registered under the Singapore Insurance Act, AIA Singapore, is an exempt financial adviser under the
Financial Advisers Act in relation to (a) advising others (other than advising on corporate finance within the meaning
of the Securities and Futures Act), either directly or through publications or writings, or by issuing or promulgating
research analyses or research reports, concerning life policies and (b) arranging of any contract of insurance in respect
of life policies, other than a contract of reinsurance. As an exempt financial adviser, AIA Singapore is subject to
certain conduct of business and other requirements applicable under the Financial Advisers Act and its related
regulations, notices, guidelines, practice notes and codes.

As a company registered under the Singapore Insurance Act, AIA Singapore is also exempt under section 99(1)(d) the
Securities and Futures Act from the requirement to hold a capital markets services licence in respect of fund
management for the purpose of carrying out insurance business. On 30 September 2005, AIA Singapore notified the
Monetary Authority of Singapore of its commencement of business in respect of dealing in securities and fund
management. However, as AIA Singapore is exempt under section 99(1)(d) only in respect of fund management for
the purpose of carrying out insurance business, it has commenced business under that section in respect of fund
management for the purpose of carrying out insurance business. While the Securities and Futures Act does not
specifically impose additional ongoing compliance requirements applicable to registered insurers who carry on
activities regulated under the Securities and Futures Act, the Monetary Authority of Singapore has circulated draft
amendments to the Securities and Futures (Licensing and Conduct of Business) Regulations that propose to apply
certain regulations under the Securities and Futures (Licensing and Conduct of Business) Regulations to registered
insurers who are exempt from holding a capital markets service licence in respect of their business in any regulated
activity under the Securities and Futures Act (that is, fund management for the purpose of carrying out insurance
business) as those provisions apply to the holder of a capital markets services licence.

Malaysia

Prudential Fund Management Berhad ( PFMB ) was incorporated in November 2000 and is a wholly-owned subsidiary
of a Malaysian incorporated company, Nova Sepadu Sdn Bhd, which is in turn a subsidiary of the Prudential Group.

Prudential Al Wara Asset Management Berhad ( WARA ) was incorporated in June 2009 and is a wholly-owned
subsidiary of Prudential Corporation Holdings Limited. WARA is an Islamic Shariah-compliant asset management
company. Both PFMB and WARA are regulated by the Securities Commission (the SC ), which is a statutory body
formed under the Securities Commission Act 1993 ( SCA ) which reports to the Minister of Finance. It has the power to
investigate and enforce the areas within its jurisdiction. Among many other things, SC regulates all matters relating to
unit trust schemes and supervises licensed persons dealing in assets and fund management activities and products. The
Guidelines on Unit Trust Funds issued by the SC set out requirements to be complied with by any person intending to
establish a unit trust fund in Malaysia and issue, offer or invite any person to subscribe or purchase units of a unit trust
fund. Underpinning all its functions is the SC s ultimate responsibility of protecting the investor. Apart from
discharging its regulatory functions, the SC is also obliged by statute to encourage and promote the development of
the securities and futures markets in Malaysia.

Dubai

Prudential Asset Management Limited ( PAMD ) was incorporated in the Dubai International Financial Centre ( DIFC )
in September 2006. PAMD is an ultimately wholly-owned subsidiary of Prudential plc.

PAMD is regulated by the Dubai Financial Services Authority ( DFSA ), which is the independent regulator for DIFC.

PAMD holds a licence for Dealing in Investments as Agent, Managing Assets, Arranging Credit or Deals in
Investments, Advising on Financial Products or Credit, Arranging Custody, Operating a Collective Investment Fund,
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Providing Fund Administration and Operating an Islamic Window and has a Retail Endorsement on its licence.
The supervisory approach of DFSA, to a large extent, is risk-based.

Thailand

The Office of the Securities and Exchange Commission of Thailand is responsible for licensing companies that deal in
securities and also for regulating products and funds involving investment in securities, such as provident funds. AIA
(Life) Thailand holds a Private Fund Licence, which enables it to provide provident fund management services, and a
Securities Brokerage (Limited Broker Dealer and Underwriter) Licence, which enables it to sell investment-linked
products.
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As a branch of a foreign company, AIA (Life) Thailand is also regulated by the Department of Business Development
of the Ministry of Commerce. AIA (Life) Thailand holds a foreign business licence certificate for the conduct of a
provident fund management business. It does not require a foreign business licence or certificate for the conduct of a
securities brokerage business.

Vietnam

Prudential Vietnam Fund Management Private Limited Company ( PVN FMC ) was established and currently operates
under Business Registration Certificate No. 410400113 issued by the Department of Planning and Investment of Ho

Chi Minh City on 24 May 2005 and Licence No. 03/UBCK-GPHDQLQ dated 26 May 2005 and Decision

No. 459/QD-UBCK dated 13 August 2007 by the State Securities Commission of Vietnam (SSC) for operation in
securities investment fund management and securities portfolio management.

Prudential Vietnam Assurance Private Limited is the sole owner of PVN FMC.

PVN FMC is regulated by the State Securities Commission of Vietnam ( SSC ), which is overseen by the Ministry of
Finance ( MOF ). Given its mandate, which is to establish and develop the securities markets, the SSC supervises the
organisation, and operation of securities investment funds and fund management companies.

In late 2007, the Prudential Group also opened a separate consumer finance business in Vietnam authorised by the
State Bank of Vietnam.

B. UK SUPERVISION AND REGULATION
The Financial Services and Markets Act 2000

The Prudential Group s insurance and investment businesses in the United Kingdom are regulated by the FSA, the
statutory regulator granted powers under the FSMA 2000. In addition, those businesses are subject to various United
Kingdom laws (for example, the Data Protection Act 1998 in relation to the processing of customer data and various
Pension Acts) some of which require the relevant Prudential entity to be licensed or registered.

Risk-based regulation

The FSA employs a risk-based regulatory approach to supervision under the FSMA 2000 pursuant to which each
regulated firm s risk is assessed by the FSA using a risk assessment methodology known as ARROW (Advanced,
Risk-Responsive Operating Framework). This is a high-level review aimed at assessing the significance of a particular
risk posing threats to the FSA s statutory objectives under the FSMA 2000. These objectives relate to maintaining
market confidence, the protection and enhancement of the stability of the UK financial system, promoting public
awareness, securing consumer protection and the reduction of financial crime.

The ARROW framework, supported by a close and continuous relationship, is the core of the FSA s risk-based
approach to regulation. Using this process, the FSA will consider the particular risks a firm might pose to its statutory
objectives by assessing the impact and probability of particular risks materialising.

Prudential is regarded by the FSA as a high impact firm in view of the nature and complexity of its business and as
such receives ARROW assessments at least once in every two-year regulatory period. The last ARROW assessment
across the Prudential Group (including Prudential UK) was conducted in July 2008, and the final letter setting out the
results of the assessment and the accompanying Risk Mitigation Program which sets out the intended outcomes and
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follow-up work associated with the assessment was received by the Prudential Group in December 2008. An updated
version was provided (for both the Prudential Group and UK businesses) in October 2009. The FSA has informed
Prudential that, in light of the Acquisition and the differences between the Enlarged Group and the existing Prudential
Group, the next cycle of ARROW activity is likely to be deferred so as to commence towards the end of 2010.

Between ARROW visits, the FSA meets regularly with members of senior management and persons holding

controlled functions to understand developing strategy and challenges and key issues arising and in particular any
significant risks identified and how the Prudential Group is mitigating these. This close and continuous monitoring is
supported by focused (relating to a firm or group) and themed (relating to the industry or market as a whole) visits
where appropriate. In advance of discussions, the FSA request relevant mandatory management information at
prescribed intervals, which helps to frame the agenda for these meetings.
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Overview of FSMA 2000 regulatory regime

Single regulator

The FSA is currently the single regulator for all authorised persons with respect to regulated activities in the financial
services sector. In this regard, the FSA is authorised to make rules and issue guidance in relation to a wide sphere of
activity encompassing the governance of a firm, the way it conducts its business and the prudential supervision of
firms.

Permission to carry on _Regulated Activities

Under the FSMA 2000, no person may carry on or purport to carry on a regulated activity by way of business in the
United Kingdom unless he is an authorised person or is an exempt person. A firm which is authorised by the FSA to
carry on regulated activities becomes an authorised person for the purposes of the FSMA 2000. Regulated activities
are currently prescribed in the Financial Services and Markets Act 2000 (Regulated Activities) Order 2001 (as
amended) and include insurance and investment business, as well as certain other activities such as establishing,
operating and winding up stakeholder or personal pension schemes, the mediation of general insurance and certain
mortgage mediation and lending activities. When authorising a firm, the FSA will limit the permissions it grants to the
regulated activities in which the firm is intending to engage.

Authorisation procedure

In granting an application by a firm for authorisation, the FSA may delineate the scope of, and include such
restrictions on, the grant of permission as it deems appropriate. In granting or varying the terms of a firm s
permissions, the FSA must ensure that the firm meets certain threshold conditions, which, among other things, require
the firm to have adequate resources for the carrying on of its business, and to be a fit and proper person, having regard
to all the circumstances.

Once authorised, and in addition to continuing to meet the threshold conditions for authorisation, firms are obliged to
comply with the FSA s Principles for Businesses , which are high level principles for conducting financial services
business in the United Kingdom.

Moreover, the FSMA 2000 obliges firms to secure the FSA s prior approval of the appointment of individuals
performing certain important functions within a firm or on its behalf with respect to the carrying on of regulated
activities (approved persons).

Principles for Businesses

An authorised firm will be subject to a range of ongoing regulatory requirements from the FSA, including compliance
with general principles as well as more specific conduct of business rules and financial resources requirements. A key
feature of the FSA regime is the existence of 11 Principles for Businesses , by which all firms are expected to abide.
These cover key areas such as the firm s relationship with the FSA and the need to act with integrity as well as to treat
customers fairly.

In the wake of the recent financial crisis, the FSA has announced and has followed a new strategy of intensive

supervision and a move to what it has described as outcomes-focused regulation . This has been coupled with a
publicly announced strategy of credible deterrence , involving an increased focus on its enforcement activities.
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Application of FSMA 2000 regulatory regime to the Prudential Group

Each of the Prudential Group s principal UK insurance and investment businesses is subject to regulation and
supervision by the FSA in the carrying on of its regulated activities. The following discussion considers, in turn, the
main features of the FSMA 2000 regime applicable to the Group s insurance and investment businesses in the United
Kingdom.

Regulation applicable to the Prudential Group s insurance and investment businesses

Supervision of management and change of control of authorised firms

The FSA closely supervises the management of authorised firms through the approved persons regime, under which
any appointment of persons who hold a controlled function including functions that enable the exercise of significant
influence over an authorised firm must be preapproved by the FSA.

The FSA also regulates the acquisition and increase of control over UK authorised firms. Under the FSMA 2000, any
person proposing to acquire control of or increase control over an authorised firm must first obtain the consent
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of the FSA. The assessment process and assessment criteria for this process are set out in the FSMA 2000. In
considering whether to grant or withhold its approval to the acquisition of control, the FSA must consider, among
other things, the suitability of the person seeking consent and seek to ensure the sound and prudent management of the
UK authorised person.

Control for these purposes includes a holding of 10% or more in the share capital or entitlement to 10% of more of the
exercise of voting power of an authorised firm or its parent undertaking. When determining a person s level of control,
that person s holding of shares or entitlement to exercise voting power will be aggregated with the holdings or
entitlements of any person with whom he is acting in concert . A person will be treated as increasing his control over
an authorised firm, and therefore requiring further approval from the FSA, if the level of his shareholding or
entitlement to voting power in the authorised firm or, as the case may be, its parent undertaking, increases by any
threshold step. The threshold steps occur on the acquisition of 10%, 20 %, 30% and 50% of the shares or voting power
in an authorised firm or its parent undertaking.

The Acquisitions Directive was introduced across the EU on 21 March 2009, establishing EU-wide procedural and
evaluation criteria for the prudential assessment of acquisitions and increases of holdings in the financial sector. The
Financial Services and Markets Act 2000 (Controllers) Regulations 2009 gave effect to the Acquisitions Directive in
the UK by making various changes to the FSMA 2000.

Intervention and enforcement

The FSA has extensive powers to investigate and intervene in the affairs of an authorised firm. The FSMA 2000
imposes on the FSA statutory obligations to monitor compliance with the requirements imposed by, and to enforce the
provisions of, the FSMA 2000, related secondary legislation and the rules made thereunder.

The FSA s enforcement powers, which may be exercised against both authorised firms and approved persons, include
public censure, imposition of unlimited fines and, in serious cases, the variation or revocation of permission to carry
on regulated activities or of an approved person s approved status. In addition, the FSA may vary or revoke an
authorised firm s permission if it is desirable to protect the interests of consumers or potential consumers, or if the firm
has not engaged in regulated activity for 12 months, or if it is failing (or is likely to fail) to meet the threshold
conditions for authorisation. The FSA has further powers to obtain injunctions against authorised persons and to
impose or seek restitution orders where persons have suffered loss. Once the FSA has made a decision to take
enforcement action against an authorised or approved person (other than in the case of an application to the court for
an injunction or restitution order), the person affected may refer the matter to the Financial Services and Markets
Tribunal. Breaches of certain FSA rules by an authorised firm may also give a private person who suffers loss as a
result of the breach a right of action against the authorised firm for damages.

In addition to its ability to apply civil sanctions for market abuse, the FSA has the power to prosecute criminal
offences arising under the FSMA 2000, insider dealing under Part V of the Criminal Justice Act 1993 and breaches of
money laundering regulations. The FSA has indicated that it is prepared to prosecute more cases in the criminal courts
where appropriate.

The FSA, although not a creditor, may seek administration orders under the Insolvency Act 1986 (as amended),
present a petition for the winding-up of an authorised firm or have standing to be heard in the voluntary winding-up of

an authorised firm. It should be noted that insurers carrying on long-term insurance business cannot voluntarily be
wound up without the consent of the FSA.

FSA Conduct of Business Rules
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The FSA s Conduct of Business Rules apply to every authorised firm carrying on regulated activities and regulate the
day-to-day conduct of business standards to be observed by authorised persons in carrying on regulated activities. The
Conduct of Business Rules incorporate the requirements of the Markets in Financial Investments Directive ( MiFID )
which relate to investment business, and now place greater reliance on principles and higher-level rules.

The scope and range of obligations imposed on an authorised firm under the Conduct of Business Rules varies
according to the scope of its business and the range of its clients. Generally speaking, however, the obligations
imposed on an authorised firm by the Conduct of Business Rules will include the need to classify its clients according
to their level of sophistication, provide them with information about the firm, meet certain standards of product
disclosure, ensure that promotional material which it produces is clear, fair and not misleading, assess suitability when
advising on certain products, manage conflicts of interest, report appropriately to its clients and provide certain
protections in relation to client assets.
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Treating Customers Fairly

The FSA s Treating Customers Fairly initiative ( TCF ) is an important example of its principles-based approach to
regulation. This initiative is based upon Principle 6 of the FSA s Principles for Businesses (that a firm must pay due
regard to the interests of its customers and treat them fairly).

Although the FSA has, with the exception of rules relating to with-profits policyholders, refrained from making
detailed rules on how to comply with TCF, it has published a number of case studies providing an indication of its
expectations of authorised firms in the areas of product development, complaints handling, financial promotions and
systems and controls. TCF assessments of firms will be incorporated into the ARROW assessment process.

Prudential supervision

As set out above, in order to maintain authorised status under the FSMA 2000, a firm must continue to satisfy the
threshold conditions, which, among other things, require the firm to have adequate resources for the carrying on of its
business. The FSA has published detailed rules relating to the maintenance of minimum levels of regulatory capital
for all authorised firms including insurance and investment businesses in the Prudential Standards section of its
Handbook. The capital adequacy requirements set out in the Handbook which include the type of capital held must be
satisfied at all times by authorised firms.

The FSA s regulatory capital rules for insurers and investment firms are primarily contained in the FSA s General
Prudential Sourcebook ( GENPRU ), Prudential Sourcebook for Banks, Building Societies and Investment Firms

( BIPRU ) and Prudential Sourcebook for Insurers ( INSPRU ). Although it has been the intention in recent years of the
FSA to move towards a unified prudential regime for FSA authorised firms, the FSA has been obliged to revise this
approach and its rules to accommodate developments at an international level, including EU legislation relating to the
regulatory capital requirements for investment firms and financial groups.

The Financial Ombudsman Service

Authorised firms must have appropriate complaints handling procedures and the principles of complaints handling are
defined in the FSA Handbooks. However, once these procedures have been exhausted, qualifying complainants may
turn to the Financial Ombudsman Service which is intended to provide speedy, informal and cost-effective dispute
resolution of complaints made against authorised firms by individuals and small-business customers. The Ombudsman
is empowered to order firms to pay fair compensation for loss and damage and may order a firm to take such steps as
the Ombudsman determines to be just and appropriate in order to remedy a complaint. The Financial Ombudsman
Service is funded by levies and case fees payable by businesses covered by the Ombudsman.

The Financial Services Compensation Scheme ( _FSCS )

The FSCS is intended to compensate individuals and small businesses for claims against an authorised firm where the
authorised firm is unable or unlikely to be able to meet those claims (generally, when it is insolvent or has gone out of
business). The scheme is divided into five sub-schemes of deposits, investments, insurance mediation, insurance
business (life and general) and home finance, reflecting the different kinds of business undertaken by authorised firms.
The scheme is funded by contributions from industry participants referable to the particular sub-schemes so as to
minimise cross-subsidy between authorised persons whose businesses are not similar. The recent defaults by a number
of deposit-takers have led to a large payout by the FSCS, which have been funded mainly by loans from the Bank of
England and HM Treasury to th