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For Immediate Release

1 March
2010

COMBINATION OF PRUDENTIAL PLC AND AIA GROUP LIMITED,
TO CREATE A LEADING ASIAN LIFE INSURER

Introduction
Prudential plc ("Prudential") has reached agreement with American International Group Inc. ("AIG"), on
terms for the combination of Prudential and AIA Group Limited ("AIA"), a wholly-owned subsidiary of AIG
(the "Transaction").
AIA is a leading life insurance organisation in Asia Pacific which provides individuals and businesses with
products and services for their insurance, protection, savings, investments and retirement needs in 15
geographical markets in the region. The Board of Prudential believes that the Transaction will offer
significant benefits to Prudential stakeholders. Prudential believes that the combination of its Asian
operations with AIA will create a unique business with a significant focus on the Asian markets and leading
positions in 7 countries and highly complementary products and distribution channels across the region.
The Combined Group will be the leading life insurer in Hong Kong, Singapore, Malaysia, Indonesia,
Vietnam, Thailand and the Philippines, with the leading foreign life insurance business in China and India,
supported by a strong presence in the US and the UK.  The significantly increased scale of operations is
expected to enhance customer choice and service.
During 2008, AIG suffered from significant financial distress, as a result of the global credit crisis (the "AIG
Events"). In September 2008, to stabilise the economy and help prevent the collapse of AIG, Federal
Reserve Bank of New York ("FRBNY") extended to AIG a two-year emergency secured loan of up to
USD85 billion.  The AIG management team subsequently announced a strategy to dispose of certain
subsidiaries (including AIA) in order to repay the FRBNY loan, together with interest. In February 2009, AIG
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announced that it would pursue the partial or full initial public offering of AIA on the Hong Kong Stock
Exchange as part of its strategy to repay the FRBNY loan. As a result of the agreement reached with
Prudential to implement the Transaction, AIG is not proceeding with the initial public offering of AIA.
Prudential, New Prudential and AIG have entered into an agreement (the "Share Purchase Agreement")
under which New Prudential will acquire the entire issued share capital of AIA. Pursuant to the Share
Purchase Agreement, AIG will receive consideration of USD 35.5 billion, comprising USD 25.0 billion in
cash, USD 5.5 billion in New Prudential Shares, USD 3.0 billion in Mandatory Convertible Securities
("MCS") and USD 2.0 billion in preferred securities ("Preferred Securities").  The cash component of the
consideration will be financed through a combination of an underwritten Rights Issue raising USD 20.0
billion (net of fees and expenses) and USD 5.0 billion  senior debt (net of fees and expenses). Credit
Suisse, HSBC and J.P. Morgan Cazenove as Global Co-ordinators and Joint Bookrunners have
undertaken to Prudential to underwrite the Rights Issue in full and Credit Suisse, HSBC and J.P. Morgan
Cazenove have committed to providing senior debt underwriting.
Completion of the Share Purchase Agreement is subject to certain conditions being met, including: (i)
Prudential shareholders approving the Scheme and certain other resolutions relating to the Rights Issue
and Transaction; (ii) obtaining the necessary regulatory and antitrust approvals for the Transaction
including regulatory approvals required on a change of control of Prudential as a result of the Scheme; (iii)
there having been no material adverse change in AIA in the period prior to commencement of the rights
issue; (iv) there having been no breach of warranty or covenant resulting in a material adverse change in
AIA prior to completion; (v) there having been no material breach of the Prudential warranties having a
material adverse effect on the ability of Prudential to complete the Transaction; (vi) the court sanctioning
the scheme at a hearing expected to be held shortly before completion; and (vii) admission of the New
Ordinary Shares to be issued pursuant to the Rights Issue, New Prudential Shares (to be issued pursuant
to the scheme) and the MCS and Preferred Securities as consideration under the Share Purchase
Agreement) to listing and trading.  Further details of the Share Purchase Agreement can be found below
and at Appendix III to this announcement. 
Notices convening the Court Meeting and the General Meeting will be included in the Circular when it is
posted.
Once the necessary resolutions have been passed and the Scheme has been sanctioned by the Court, the
Ordinary Shares of Prudential will be cancelled, New Prudential will become the holding company of
Prudential and Prudential Shareholders will be issued with New Prudential Shares.

Background and reasons for the Transaction
Prudential believes that the Transaction is a compelling and rare opportunity with strong strategic,
operational and financial rationale that will contribute significantly to the achievement of Prudential's
strategic objective to focus on its Asian growth strategy. The Transaction will create a leading global life
insurer and is expected to yield significant value for Prudential Shareholders, its other stakeholders and
AIG.
The Transaction will provide the Combined Group with a greater presence in Asia and in particular, high
growth South East Asian economies. AIA holds the leading position in 6 out of 15 Asian geographical
markets in which it operates, based on life insurance premiums in 2008. Life insurance premiums in the
Asia Pacific region grew at a compound annual growth rate of 17 per cent. from 2003 to 2008, primarily
driven by strong regional economic growth, favourable demographic changes, social welfare reforms,
healthcare demand and insurance market reforms.
The Transaction provides the Combined Group with the opportunity to:
. 
create a leading global 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,
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      Thailand, Indonesia, Philippines and Vietnam, and the leading foreign life insurance business in China
and India;
. 
allow Prudential Shareholders to benefit from a compelling Transaction 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;
. 
create a platform for further opportunities for growth in Asia;
. 
consider seeking a dual primary-listing on the Hong Kong Stock Exchange, in recognition of the importance
of Asia
      to the Combined Group, in due course after completion of the Transaction.
The key areas of growth opportunities include:
. 
Agency distribution: Drive improvements in AIA sales force productivity based upon Prudential's agency
management
      capabilities.
. 
Bancassurance: Value enhancement from AIA's current relationships by leveraging Prudential's capabilities
in Asia,
      with the likes of Standard Chartered, ICICI and UOB
. 
Products: Significant opportunities to improve cross-sales, e.g. health products with AIA unit-linked life
sales
. 
Customers: Applying AIA's expansive database marketing capabilities to Prudential's customer base,
accelerating
      Prudential's customer initiatives
. 
Asset Management: integration of the life businesses' asset management activities would be a source of
additional synergies / improved performance. Given Prudential's insight into the Asian market through its
Asian operations, Prudential Corporation Asia, the Transaction is expected to provide meaningful synergy
benefits, through both cost savings and revenue benefits.

Financial impact of the Transaction
Prudential has reached an agreement with AIG on terms for the combination of Prudential with AIA, based
on USD 35.5 billion consideration. The consideration represents:
1.             P/EV: 1.69x
2.             2009 P/E (excl. cost of synergies): 24.7x
3.             2009 P/E (incl. fully phased cost synergies): 21.1x
4.             2009 New Business profit: 25.4x
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The combination has a cost advantage arising from significant synergy benefits, of which only management
related expenses have been assessed at this stage. It is anticipated that the combination will generate
annual fully phased cost synergies of approximately USD 340 million before tax by year three. These
savings will arise from the rationalisation of regional offices (anticipated to generate annual fully phased
cost synergies of approximately USD 200 million before tax) and significant reduction in management
related expenses at the country level (anticipated to generate annual fully phased cost synergies of
approximately USD 140 million before tax).  Integration costs are expected to be approximately USD340
million before tax. No revenue synergies have been taken into account at this stage.  Key rating agencies
leverage ratios will be expected to be maintained within "A" range or better, progressively moving towards a
level in a higher band of the "A" rating.  Following the Transaction, we expect the Insurance Groups
Directive surplus of the Combined Group, taking into account expected profits from the business through
July 2010, to be around £3 billion. It is intended that dividend policy should also remain unchanged and we
expect the AIA earnings to support a consistent payout ratio across the enlarged group.

Information on Prudential
Prudential is a leading international financial services group, providing retail financial services in the UK,
the US and Asia. The Group has been writing life insurance policies in the United Kingdom for over 160
years and has had one of the largest long-term funds in the UK for over a century. Prudential expanded its
business into British Commonwealth countries, including Singapore and Malaysia, in the 1920s and 1930s.
In 1986, Prudential acquired Jackson National Life Insurance Company, a US insurance company writing
life and fixed annuity business. A strategy review in the early 1990s identified significant opportunities for
the Group in the Asian life sector and Prudential Corporation Asia was established in 1994 to develop a
material and profitable Asian business. In 1999, Prudential acquired M&G Investments, a leading UK fund
manager. In June 2000, the Company completed its ADR listing on the New York Stock Exchange.
Prudential Corporation Asia is the leading foreign company or joint venture in seven of its thirteen Asian life
markets. Prudential Corporation Asia offers a mix of life insurance with accident and health options, mutual
funds and selected personal lines property and casualty insurance with the product range tailored to suit
the individual country markets. Its insurance products are distributed mainly through an agency sales-force
and complementary bancassurance agreements while the majority of mutual funds are sold through banks
and brokers. Its life insurance operations in China and India are conducted through joint ventures in which it
holds 50 per cent. and 26 per cent., respectively. In addition, in India, the Company holds 49 per cent. of a
fund management joint venture with ICICI Bank, in China it has a 49 per cent. stake in a funds
management joint venture with CITIC Group, which is called CITIC Prudential, and in Hong Kong, it holds a
36 per cent. stake in a joint venture with Bank of China International for Mandatory Provident Funds and
mutual funds.
At 31 December 2009, Prudential Corporation Asia:
. 
had over ten million life customers in 13 markets;
. 
had distribution relationships with over 75 institutions across Asia including, Standard Chartered, E-Sun
Bank and joint venture partners ICICI in India and CITIC in China;
. 
had one of the largest networks of agents in Asia with approximately 410,000 tied agents; and
. 
had consistently high brand recognition, outperforming other financial services companies and was voted
the most trusted brand in Malaysia, Singapore and Hong Kong.

Summary of unaudited 2009 preliminary results for Prudential
New business
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Group life retail new business sales up 11% to £2.9 billion APE
Group life total new business up 1% to £2.9 billion APE
Group new business profit up 34% to £1.6 billion; average IRR > 20%
Asset Management net inflows £15 billion (2008: £4.3 billion)
Operating profit and returns
EEV operating profit up 8% to £3.1 billion
IFRS operating profit up 10% to £1.4 billion
Balance sheet, capital and cash
Embedded value shareholders' funds £15.3 billion (2008: £15 billion)
IFRS shareholders' funds £6.3 billion (2008: £5.1 billion)
IGD surplus £3.4 billion (2008: £1.5 billion)
Life and asset management Free Surplus £2.5 billion (2008: £0.9 billion)
Net Holding Company operating cash flow £38 million (2008: £54 million)
Proposed full year dividend increased by 5% to 19.85 pence per share

Information on AIA
AIA is a leading life insurance organisation in Asia Pacific which provides individuals and businesses with
products and services for their insurance, protection, savings, investments and retirement needs in 15
geographical markets in the region. AIA has approximately 23,500 employees serving the holders of more
than 23 million in-force policies and more than 10 million participating members of AIA's clients for group
life, medical, credit life coverage and pension products. AIA is a market leader in the Asia Pacific region
based on life insurance premiums in 2008, and held number one position in 6 of the 15 geographical
markets in which AIA operates. AIA believes its business has a leading agency presence in the Asia Pacific
region based on total agents, consisting of more than 320,000 agents.
Refer to Appendix IV for detailed information on AIA.

Summary of unaudited 2009 results for AIA

US$m FY 2008
(Unaudited)

           FY 2009
(Unaudited)

Total Weighted Premium Income(1) 12,203 11,632
Investment income(2) 3,144 3,059
Operating expenses 1,089 981
Operating profit 1,943 1,835
Operating profit after tax(3) 1,588 1,438
Net profit attributable to the shareholders of AIA Group Limited (3) 408 1,754

Ratios: (4)

Expense ratio 8.9% 8.4%
Operating margin 15.9% 15.8%
Operating return on allocated equity 15.1% 12.0%
Net return on equity  3.7% 14.7%

(1)   Total Weighted Premium Income ('TWPI') provides an indicative volume measure of revenue in the
year that has the potential to generate profits for shareholders.  TWPI consists of 100% of renewal
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premiums, 100% of first year premiums and 10% of single premiums ('weighted single premiums'), and
includes deposits and contributions for contracts that do not contain significant insurance risk under IFRS,
such as certain investment-linked contracts.

(2)   Excludes investment income related to investment-linked contracts.

(3)   Operating profit after tax and Net profit  are the amounts attributable to shareholders of AIA Group
Limited excluding non-controlling interests.

(4)   Ratios are calculated as follows:
(a)  Expense ratio is operating expenses expressed as a percentage of TWPI.
(b)  Operating margin is operating profit for the year expressed as a percentage of TWPI. 
(c)  Operating return on allocated equity is calculated as operating profit after tax attributable to
shareholders of AIA Group Limited expressed as a percentage of average allocated equity, which is a
simple average of opening and closing total equity attributable to shareholders of AIA Group Limited
(adjusted for subordinated inter-company debt where relevant) excluding amounts recognised in other
comprehensive income (being the fair value and foreign currency translation reserves).  Operating return
on allocated equity is influenced by the level of surplus capital retained at each operating unit and on a
group-wide basis as well as our results of operations.
(d) 
Net return on equity is calculated as profit for the year expressed as a percentage of a simple average of
opening and closing total equity attributable to shareholders of the parent company.

(5)   FY 2009 denotes financial information for the Group's financial year ended 30 November 2009.  FY
2008 denotes financial information for the Group's financial year ended 30 November 2008.

Please refer to Appendix V for three year results (FY2007 - FY2009) for AIA.

New Prudential Board, management, employees and locations
The Board of New Prudential will be comprised of the existing Board of Prudential.  The Combined Group
will augment the capabilities of both AIA's and Prudential's Asian operations and the best from both will be
selected for the different roles in the Combined Group. Although the combination of similar functions will
necessarily lead to some operational restructuring, the increased size and strength of the Combined Group
will offer attractive career prospects for the employees of New Prudential.

Transaction Structure
Once the necessary approvals have been obtained the Scheme has been sanctioned by the Court and
other conditions to completion have been satisfied or waived, New Prudential will acquire Prudential
pursuant to the Scheme and acquire AIA pursuant to the Share Purchase Agreement. Under the Scheme,
existing Prudential Shareholders will have their Prudential Shares cancelled in consideration for the issue
to them of New Prudential Shares. As a result, New Prudential will become the listed holding company for
the Combined Group and Prudential will become a wholly-owned subsidiary of New Prudential. It is
anticipated that completion of the Transaction will occur during the third quarter of 2010. It is also intended
that New Prudential ADRs will be listed on the New York Stock Exchange.

Transaction financing
The Transaction is to be financed through USD 25.0 billion in cash and through USD 10.5 billion in New
Prudential Shares and other securities. The cash component of the consideration will include:
. 
Underwritten rights issue - Credit Suisse, HSBC and J.P. Morgan Cazenove as Joint Bookrunners and
Global Co-ordinators have undertaken to Prudential to underwrite the Rights Issue to raise an amount in

Edgar Filing: PRUDENTIAL PLC - Form 6-K

7



sterling which is equivalent to USD 20.0 billion (net of fees and expenses).
. 
Underwritten senior debt commitment - Credit Suisse, HSBC and J.P. Morgan Cazenove have committed
to Prudential to underwrite the USD 5.0 billion senior debt commitment in the form of a bridge financing
facility.
A further announcement with details of the Rights Issue, including the acquisition price for the New
Ordinary Shares to be offered pursuant to the Rights Issue, is expected to be made late April / early May,
when it is expected that documentation in relation to the Rights Issue and the Transaction (including the
Prospectuses and the Circular) will be sent to Prudential Shareholders.
The USD 10.5 billion in New Prudential Shares and other securities will include:
. 
Equity consideration - AIG will receive an equity consideration of USD 5.5 billion.  The equity consideration
will be subject to a lock up, with 50 per cent. eligible for sale after 12 months and the other 50 per cent.
sellable after 24 months.
. 
Mandatory convertible securities - AIG will receive mandatory convertible securities of USD 3.0 billion,
priced by reference to the closing price of 602.5p on 26 February 2010 (the "reference price"). The
mandatory convertible securities will pay a 3.75 per cent. coupon and a minimum conversion price of 100
per cent of reference price and a maximum conversion price of 125 per cent of reference price.
. 
Preferred securities - AIG will receive preferred securities of USD 2 billion. The preferred securities will pay
a 6.25 per cent. coupon and will be perpetual, non-call 10 year, with a 1 per cent. coupon step up.

Process and timetable
The table below outlines the timetable to completion.

Event Timing
Publication of the Prospectuses and Circular April / May
Prudential Shareholder meetings to approve Rights Issue and the Transaction May
Rights Issue trading period commences May
Rights Issue trading period ends Early June
Regulatory approval and acquisition closes, with proceeds and vendor consideration
released to AIG. Prudential delisted and New Prudential listed and admitted to trading
on the London Stock Exchange

Third Quarter 2010
(estimated)

Share Purchase Agreement
Prudential, New Prudential, AIG and AIA Aurora LLC have entered into a Share Purchase Agreement,
which sets out the terms on which New Prudential will acquire AIA. The Share Purchase Agreement is
summarised in Appendix III.
The key terms of the Share Purchase Agreement are:
. 
AIA Aurora LLC will sell, and New Prudential will purchase, AIA for total consideration of US$35.5 billion,
comprising USD 25.0 billion in cash, USD 5.5 billion in New Prudential Shares, USD 3.0 billion in MCS and
USD 2.0 billion in Preferred Securities.
. 
Completion is subject, inter alia, to approval of the Scheme by Prudential shareholders, obtaining the
requisite antitrust and regulatory consents, and there having been no material adverse change before
admission of the New Ordinary Shares or breach of warranty or breach of gap covenant material in the
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context of the AIA Group, taken as a whole, giving rise to a material adverse change before completion. 
. 
A termination fee of £153 million is payable by New Prudential to AIG in the event of termination in
specified circumstances. 
. 
Additional consideration of USD5/1200ths of cash consideration outstanding per month is payable by New
Prudential to AIG from 1 September 2010 to the completion date in the event that completion has not yet
occurred (and the Share Purchase Agreement has not been terminated) by 31 August 2010. 

Overseas shareholders
None of the New Ordinary Shares or the nil or fully paid rights to acquire New Ordinary Shares have been
or will be registered under the Securities Act or under the relevant securities laws of any state or other
jurisdiction of the United States, and accordingly Prudential Shareholders who are located or resident in, or
who have a registered address in the United States, will not be able to participate in the Rights Issue
except pursuant to an exemption from, or in a transaction not subject to, the registration requirements of
the Securities Act and in compliance with state securities law. 
In addition to the United States, Prudential will not be extending the Rights Issue into the Excluded
Territories. The Prospectus will contain further detail of how the nil paid rights to acquire New Ordinary
Shares of Prudential Shareholders who are located or resident in, or who have a registered address in the
United States or an Excluded Territory will be treated.

General
Notices convening the General Meeting of Prudential and the Court Meeting will be published in due
course. The purpose of the Court Meeting is for Prudential Shareholders to consider and approve the
Scheme. The purpose of the General Meeting will be to seek Prudential Shareholders' approval of the
resolutions in connection with the Transaction, the Rights Issue and the listing of New Prudential. The full
text of the resolutions will be set out in the notice convening the General Meeting.  The Board of Prudential
intends to make a unanimous recommendation to Prudential Shareholders to vote in favour of the
resolutions to be proposed at the General Meeting and those directors who are also shareholders of
Prudential intend to vote in favour of such resolutions.
Application will be made to the UK Listing Authority for the New Ordinary Shares to be admitted to the
Official List and to the London Stock Exchange's main market for listed securities. Further details on
settlement, listing and dealing will be included in the Circular and the Prospectus in relation to the Rights
Issue.
Application will be made to the UK Listing Authority for the New Prudential Shares to be admitted to the
Official List and to the London Stock Exchange for such shares to be admitted to trading on the London
Stock Exchange's main market for listed securities. It is expected that admission to the Official List will
become effective and that dealings, for normal settlement, in the New Prudential Shares will commence on
the day after the Scheme becomes effective. Further details on settlement, listing and dealing will be
included in the Circular and Prospectus of New Prudential to be sent to Prudential Shareholders in due
course.  Admission of the New Prudential Shares to the Official List and trading on the London Stock
Exchange is subject to confirmation from the UK Listing Authority of New Prudential's eligibility for listing
under Listing Rule 2 and 6.
A meeting for analysts and investors will be held today at 12:00 noon at Laurence Pountney Hill, London,
EC4R OHH.

Enquiries:

Prudential Tel:  
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Investors: Matt Lilley
Media: James Matthews
Media: Ed Brewster

+44 (0) 20 7548 2007
+44 (0) 20 7548 3719
+44 (0) 20 7548 3918

The defined terms set out in Appendix I of the following announcement apply in this announcement.
This announcement has been issued by and is the sole responsibility of Prudential.
This announcement is for information purposes only and is not intended to and does not constitute or form
any part of any offer or invitation to subscribe for or purchase any securities or the solicitation of any offer to
subscribe for, purchase, or otherwise acquire any securities.
A copy of the Prospectus for the Rights Issue and a Prospectus in relation to New Prudential when
published will be made available from the registered office of the Company and on the Company's website
The Prospectus for the Rights Issue will give further details of the New Ordinary Shares being offered
pursuant to the Rights Issue. The Prospectus for New Prudential will give further details of New Prudential's
introduction to the UKLA Official List and admission to the main market of the London Stock Exchange.
This announcement is not a prospectus but an advertisement and investors should not acquire New
Ordinary Shares referred to in this announcement except on the basis of the information contained in the
Prospectuses.
Credit Suisse, HSBC and J.P. Morgan Cazenove, each of which is authorised and regulated in the United
Kingdom by the FSA, are acting solely for Prudential and no one else in connection with the Transaction
and the Rights Issue and will not regard as a client anyone (whether or not a recipient of this
announcement) other than Prudential in connection with the Transaction or the Rights Issue and will not be
responsible to anyone (whether or not a recipient of this announcement) other than Prudential for providing
the protections afforded to their clients or for providing advice to anyone other than Prudential in connection
with the Transaction or the Rights Issue or any other matter referred to herein.
This announcement has been issued by and is the sole responsibility of Prudential. Apart from the
responsibilities and liabilities, if any, which may be imposed on Credit Suisse, HSBC and J.P. Morgan
Cazenove by the FSMA, none of Credit Suisse, HSBC and J.P. Morgan Cazenove (or any of their affiliates
or agents) accepts any responsibility whatsoever for, and makes no representation or warranty, express or
implied, in relation to, the contents of this announcement (including its accuracy, completeness or
verification) or any other statement made or purported to be made by it, or on its behalf, in connection with
Prudential, the Transaction, the Nil Paid Rights, the Fully Paid Rights, the New Ordinary Shares or the
Rights Issue. Each of Credit Suisse, HSBC and J.P. Morgan Cazenove accordingly disclaims to the fullest
extent permitted by law all and any responsibility and liability, whether arising in tort, contract or otherwise
(save as referred to above), which it might otherwise have in respect of this announcement or any such
statement.
Credit Suisse, HSBC and J.P. Morgan Cazenove as underwriters of the Rights Issue may, in accordance
with applicable legal and regulatory provisions and subject to the Underwriting Agreement, engage in
transactions in relation to the Nil Paid Rights, the Fully Paid Rights, the New Ordinary Shares, and/or
related instruments for their own account. Except as required by applicable law or regulation, Credit Suisse,
HSBC and J.P. Morgan Cazenove do not propose to make any public disclosure in relation to such
transactions.
No person has been authorised to give any information or to make any representations other than those
contained in this announcement and, if given or made, such information or representations must not be
relied on as having been authorised by Prudential, Credit Suisse, HSBC or J.P. Morgan Cazenove.
The information contained in this announcement is not for release, publication or distribution, directly or
indirectly, to persons in the United States, Canada, Australia, New Zealand, Japan, India or South Africa
and should not be distributed, forwarded to or transmitted in or into any jurisdiction where to do so might
constitute a violation of local securities laws or regulations.
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This announcement is not an offer for sale of or a solicitation of any offer to buy securities in the United
States, Canada, Australia, New Zealand, Japan, India or South Africa or any other jurisdiction. Securities
may not be offered or sold in the United States absent registration with the United States Securities and
Exchange Commission or an exemption from registration under the Securities Act. The Ordinary Shares
and other securities mentioned in this announcement have not been and, if and when issued in connection
with the Transaction, have not been and will not be registered under the Securities Act or under the
securities laws of any state or territory of the United States and may not be offered, sold, taken up,
exercised, resold, renounced, transferred or delivered, directly or indirectly, in or into the United States
except pursuant to an exemption from, or in a transaction not subject to, the registration requirements of
the Securities Act and in compliance with state securities laws. Prudential plc does not intend to register
any part of the offering of any of the securities referred to herein in the United States or to conduct a public
offering of such securities in the United States.
This announcement does not constitute an offering circular or prospectus in connection with an offering of
securities of the Company. Investors must neither accept any offer for, nor acquire, any securities to which
this document refers, unless they do so on the basis of the information contained in the Prospectus to be
published or Circular to be distributed by the Company. This document does not constitute an offer to sell
or the solicitation of an offer to buy or subscribe for, any securities and cannot be relied upon for any
investment contract or decision.
The distribution of this announcement into jurisdictions other than the United Kingdom may be restricted by
law. No action has been taken by Prudential or any of Credit Suisse, HSBC or J.P. Morgan Cazenove that
would permit an offering of such rights or shares or possession or distribution of this announcement in any
jurisdiction where action for that purpose is required. Persons into whose possession this announcement
comes should inform themselves about and observe any such restrictions. Any failure to comply with these
restrictions may constitute a violation of the securities laws of any such jurisdiction.
Neither the content of Prudential's website nor any website accessible by hyperlinks on Prudential's
website is incorporated in, or forms part of, this announcement.
This announcement contains or incorporates by reference 'forward-looking statements' regarding the belief
or current expectations of Prudential, the Directors and other members of its senior management about the
Company's business and the transactions described in this announcement. Generally, words such as
"may", "could", "will", "expect", "intend", "estimate", "anticipate", "believe", "plan", "seek", "continue" or
similar expressions identify forward-looking statements. These forward-looking statements are not
guarantees of future performance. Rather, they are based on current views and assumptions and involve
known and unknown risks, uncertainties and other factors, many of which are outside the control of the
Company and are difficult to predict, that may cause actual results to differ materially from any future
results or developments expressed or implied from the forward-looking statements. Such risks and
uncertainties include the possibility that the Transaction may not be consummated, the ability to achieve
synergies, improved productivity and opportunities for growth from the Transaction, effects of continued or
increasing volatility in international financial markets, economic conditions both internationally and in
individual markets in which Prudential operates, and other factors affecting the level of Prudential's
business activities and the costs and availability of financing for Prudential's activities. Any forward-looking
statement contained in this announcement based on past or current trends and/or activities of Prudential
should not be taken as a representation that such trends or activities will continue in the future. No
statement in this announcement is intended to be a profit forecast or to imply that the earnings of the
Company for the current year or future years will necessarily match or exceed the historical or published
earnings of the Company. Each forward-looking statement speaks only as of the date of the particular
statement. Prudential expressly disclaims any obligation or undertaking to release publicly any updates or
revisions to any forward-looking statements contained herein to reflect any change in Prudential's
expectations with regard thereto or any change in events, conditions or circumstances on which any such
statement is based.
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APPENDIX I: DEFINITIONS

In this announcement, the following definitions apply, with the exception of Appendices III and V where a
separate definitions table applies, unless the context requires otherwise:

Admission admission of the New Ordinary Shares, nil paid, to the Official List and to trading on the
main market for listed securities of the London Stock Exchange

ADRs American Depository Receipts evidencing Ordinary Shares of Prudential
AIA AIA Group Limited (Hong Kong)
AIG American International Group Inc.
AIG Events the events involving AIG described in the section "History - The Growth of the Global

Group which Became AIG" in Appendix IV
Board of
Prudential

the board of directors of Prudential

Board of New
Prudential

the board of directors of New Prudential

Circular the circular to be sent to shareholders of the Company in connection with the Scheme
and the Rights Issue;

Combined Group the Company together with its subsidiaries and subsidiary undertakings, as enlarged by
the Transaction

Company or
Prudential

Prudential plc

Completion Completion of the Transaction
Court The High Court of Justice in England and Wales
Court Meeting the Court meeting of those Prudential Shareholders covered by the Scheme convened

to approve the Scheme in accordance with section 896 of the Companies Act 2006,
expected to be held immediately before the General Meeting;

Credit Suisse Credit Suisse Securities (Europe) Limited
Excluded Territory Canada, Australia, New Zealand, Japan, India or South Africa or any other jurisdiction

where the extension or availability of the Rights Issue would breach any applicable law
General Meeting the general meeting of the Company to be convened pursuant to the notice to be set out

at the end of the Circular
FRBNY The Federal Reserve Bank of New York
FSMA Financial Services and Markets Act 2000 (as amended)
Fully Paid Rights rights to acquire New Ordinary Shares, fully paid
Group the Company together with its subsidiaries and subsidiary undertakings, from time to

time
Hong Kong Stock
Exchange

Hong Kong Stock Exchanges and Clearing Limited

HSBC HSBC Bank plc
Joint Bookrunners Credit Suisse, HSBC and J.P. Morgan Cazenove
J.P. Morgan
Cazenove

J.P. Morgan Cazenove is a marketing name for the UK investment banking business of
J.P. Morgan plc and its affiliates

Listing Rules the listing rules of the Financial Services Authority
London Stock
Exchange

London Stock Exchange plc

MCS the mandatory convertible securities to be issued as part of the consideration of the
transaction

New Ordinary
Shares

the ordinary shares in the capital of Prudential to be issued pursuant to the Rights Issue
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New York Stock
Exchange

NYSE Euronext

New Prudential means a company formed for the purpose of effecting the Transaction
New Prudential
ADRs

American Depository Receipts evidencing Ordinary Shares of New Prudential

New Prudential
Shares

means ordinary shares in the capital of New Prudential

Nil Paid Rights rights to  acquire New Ordinary Shares nil paid
Official List the official list of the Financial Service Authority
Ordinary Shares existing Ordinary Shares in the capital of Prudential and/or New Ordinary Shares, as the

context requires
Preferred
Securities

the preferred securities to be issued

Prudential
Shareholders

holders of Ordinary Shares of Prudential plc

Prospectuses the prospectuses to be sent to Prudential Shareholders in connection with the Rights
Issue and Admission

Qualifying
Shareholders

holders of Ordinary Shares on the register of members of the Company on the Record
Date

Record Date the record date for the Rights Issue, to be specified in the Prospectus
Rights Issue the proposed offer by way of rights to Qualifying Shareholders to acquire New Ordinary

Shares, on the terms and conditions to be set out in the Prospectus
Scheme the scheme of arrangement between Prudential and its shareholders proposed under

Part 26 of the Companies Act 2006, by means of which New Prudential is expected to
become the new holding company of Prudential;

Securities Act U.S. Securities Act of 1933, as amended
Share Purchase
Agreement

the conditional share purchase agreement dated 1 March 2010 between the Company,
New Prudential, AIG and AIA Aurora LLC

Transaction the proposed acquisition of the entire issued share capital of AIA pursuant to the Share
Purchase Agreement

UK Listing
Authority

the Financial Services Authority of the UK in its capacity as the competent authority for
the purposes of Part IV of FSMA and in the exercise of its functions in respect of
admission to the Official List otherwise than in accordance with Part IV of FSMA

Underwriters Credit Suisse, HSBC and J.P. Morgan Cazenove
United Kingdom or
UK

means the United Kingdom of Great Britain and Northern Ireland

US means the United States of America

All times referred to are London time unless otherwise stated.
All references to legislation in this announcement are to the legislation of England and Wales unless the
contrary is indicated. Any reference to any provision of any legislation shall include any amendment,
modification, re-enactment or extension thereof.

APPENDIX II:  RISK FACTORS

Edgar Filing: PRUDENTIAL PLC - Form 6-K

13



Risks relating to the Prudential Group and Combined
Group
 The Prudential Group's businesses are, and the Combined Group's businesses will be, inherently
subject to market fluctuations and general economic conditions
The Prudential Group's businesses are, and the Combined 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 Combined Group's ability to write significant volumes of new business which
would have a negative impact on its 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 Combined 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 Combined Group's results; and
·     
in certain illiquid or closed markets, determining the value at which financial instruments can be
realised
is highly subjective. Processes to ascertain value and estimates of value require substantial elements of
judgement
, assumptions and estimates (which may change over time). Increased illiquidity also adds to uncertainty
over the accessibility of financial resources and may reduce capital resources as valuations decline. 
Although global markets have begun to
stabilise
beginning in 2009, interest rates remain low, and many of the challenges of 2008 persist in the credit
markets.  New challenges may continue to emerge.
Estimates of financial instruments' value are difficult because 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 historic 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 has 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
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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 Combined Group's
Asian operations, it may not be possible to hold assets which will provide cash flows to exactly match 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. This residual
asset/liability mismatch risk can be managed but not 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 Combined 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 Combined Group's results.

Interest rate fluctuations materially and adversely affect the Combined Group's profitability
A substantial portion of the Combined Group's investment assets will be in interest-bearing investments.
For example, for the AIA Group alone, fixed income securities represented approximately 91% of the
carrying value of total policyholder and shareholder investments as of 30 November 2009. During periods
of declining interest rates the Combined 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 Combined 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 Combined Group's insurance obligations will have a longer duration than its investment
assets. In addition, some of the Combined Group's premiums will be calculated based on an assumed
investment yield.  As such, lower interest rates may reduce the Combined 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 Combined
Group to effectively match its assets to its liabilities. If the current
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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
Combined 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 Combined Group may experience an increase in customer dissatisfaction, complaints,
potential litigation or surrenders relating to these products.
The process of pricing the Combined 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 Combined 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$3,551 million, or
approximately 6.4% of total net reserves for all of its insurance policies. The AIA Group have largely
discontinued offering guaranteed interest products.

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 Combined
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 Combined
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 rates would have a material adverse effect on shareholders' equity due to a
decrease in the fair value of its fixed income investments.

The Combined 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 Combined Group will be subject to the risk of potential sovereign debt credit deterioration and default. 
Following the Transaction, the Combined 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$16,949 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 29% 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 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 Combined 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
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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 Combined Group's financial condition and results of operations.

The Prudential Group is, and the Combined 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 Combined 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 Combined 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 Combined
Group's consolidated financial statements upon translation of results into 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 Combined Group's gearing ratios (defined as
debt over debt plus shareholders' funds).

The Prudential Group conducts, and the Combined Group will conduct, its 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 it
operates
Changes in government policy (including through changes in government), 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 Combined Group will operate), which
in some circumstances maybe applied retrospectively, may adversely affect the Prudential Group's (and the
Combined Group's) product range, distribution channels, capital requirements and, consequently, reported
results and financing requirements. For instance, regulators in jurisdictions in which the Prudential Group
operates (or in which the Combined Group will operate) may change the level of capital required to be held
by individual businesses. Also these changes could include 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
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 Combined 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 II 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 Combined Group) to make use of its internal
economic capital models, if approved by the FSA. The Solvency II Directive was formally approved by a
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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 Combined Group,
including potentially a significant increase in the capital required to support the UK annuity business.
Various jurisdictions in which the Prudential Group operates (and in which the Combined 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 Combined
Group), along with other companies, may be required to make such contributions.
The Prudential Group's accounts are prepared (and the Combined Group's accounts will be prepared) in
accordance with current International Financial Reporting Standards ("IFRS") applicable to the insurance
industry. The International Accounting Standards Board ("IASB") introduced a framework that it described
as Phase I, which permitted insurers to continue to use the statutory basis of accounting for insurance
assets and liabilities that existed in their jurisdictions prior to January 2005. The IASB has published
proposals in its Phase II discussion paper, which would introduce significant changes to the statutory
reporting of insurance entities that prepare accounts according to IFRS and has stated its intention to
publish an Exposure Draft in 2010. It is uncertain whether and how the proposals in the discussion paper
will become definitive IFRS and when such changes might take effect.
Any changes or modification of IFRS accounting policies may require a change in the future results or a
restatement of reported results.
European Embedded Value ("EEV") basis results are published as supplementary information by
Prudential using principles issued by the European CFO (Chief Financial Officers) Forum. The EEV basis is
a value based reporting method for Prudential's long-term business which is used by market analysts and
which underpins a significant part of the key performance indicators used by Prudential's management for
both internal and external reporting purposes. In June 2008, in an effort to improve the consistency and
transparency of embedded value reporting, the CFO Forum published the Market Consistent Embedded
Value (MCEV) Principles. Following a review of the impact of turbulent market conditions on the MCEV
Principles, the CFO Forum announced in May 2009 the postponement of the mandatory reporting on
MCEV basis until 2011 and subsequently, in October 2009, changes in the principles to allow for the
inclusion of a liquidity premium, which is the additional return investors require for investing in less liquid
assets and is a key component in the calculation of the profitability of UK annuity business. It also
announced that it was performing further work to develop more detailed application guidance to increase
consistency going forward. When the work has been completed, Prudential (and the Combined 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 Combined Group's reported results or on its relations
with current and potential customers
The Prudential Group is, and the Combined Group will be, and both in the future may be, subject to legal
and regulatory actions in the ordinary course of its business, both in the UK and internationally. This could
be a review 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.
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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 Combined Group's profitability and financial condition
The Prudential Group is, and may be in the future, and the Combined Group may be, subject to legal
actions, disputes and regulatory investigations in the ordinary course of its insurance, investment
management and other business operations. These legal actions, disputes and investigations may relate to
aspects of the Prudential Group's or the Combined Group's businesses and operations that are specific to
the Prudential Group or the Combined Group, or that are common to companies that operate in the
Prudential Group's or the Combined 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
Combined 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 Combined
Group's results of operation or cash flows.

The Prudential Group's businesses are conducted, and the Combined Group's businesses will be
conducted, in highly competitive environments with developing demographic trends and the
Prudential Group's and Combined Group's continued profitability depends on its 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 Combined Group's ability to sell its 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 Combined 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 Combined Group's potential
to grow its business as quickly as planned.
In Asia, the Prudential Group's and Combined 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
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organisations
, banks and other financial services companies such as AIG, AXA Financial Inc., Hartford Life Inc., Lincoln
National, MetLife and TIAA-CREF.
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 Combined 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 Transaction, the Combined 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. 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 Transaction, the Combined Group's
financial condition. Downgrades in the Prudential Group's, AIA Group's and/or Combined Group's ratings
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.
Prudential's long-term senior debt is rated as A2 (negative outlook) by Moody's, A+ (negative outlook) by
Standard & Poor's and A+ (negative outlook) by Fitch.
Prudential's short-term debt is rated as P-1 by Moody's, A-1 by Standard & Poor's and F1+ by Fitch.
The Prudential Assurance Company Limited ("Prudential Assurance") long-term fund is rated Aa2 (negative
outlook) by Moody's, AA (negative outlook) by Standard & Poor's and AA+ (negative outlook) by Fitch.
Jackson's financial strength is rated AA (negative outlook) by Standard & Poor's and Fitch, A1 (negative
outlook) by Moody's, and A+ (negative outlook) by AM Best.
The Combined Group has not yet been rated.  There can be no assurance that the Combined Group will be
rated the same or higher than the current rating of Prudential.

Adverse experience in the operational risks inherent in the Prudential Group's and the Combined
Group's business could have a negative impact on its results of operations
Operational risks are present in all of the Prudential Group's businesses and will be present in all of the
Combined 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 Combined Group's business will be, dependent on processing a large number of
complex transactions across numerous and diverse products, and is subject to a number of different legal
and regulatory regimes. In addition, the Prudential Group outsources several operations, including in the
UK a significant part of its back office and customer-facing functions as well as a number of IT functions. In
turn, the Prudential Group is reliant upon the operational processing performance of its outsourcing
partners.
In addition, in 2009, AIA implemented a reorganisation of the AIA Group with the goal of improving
operational efficiency and responding to the AIG Events.  The challenges of operating as a recently
reorganised company could adversely affect the performance of the AIA Group.
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.
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Notwithstanding anything in this risk factor, this risk factor should not be taken as implying that Prudential
or any member of Prudential Group will be unable to comply with its obligations as a company with
securities admitted to the Official List or as a supervised firm regulated by the FSA.

Adverse experience against the assumptions used in pricing products and reporting business
results could significantly affect the Prudential Group's and the Combined Group's results of
operations
The Prudential Group needs, and the Combined 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 Combined
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 Combined 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 neither the likelihood,
timing, nor the severity of future epidemics can be predicted.  The effectiveness of external parties,
including governmental and non-governmental
organisations
, in combating the spread and severity of any epidemics and severity of any epidemic could have a material
impact on the Prudential Group's and Combined Group's loss experience.
In common with other industry participants, the profitability of the Prudential Group's and the Combined
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 Combined Group may be materially and adversely affected if it
is are not able to manage the growth of the AIA 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 Combined Group will require, among other
things: the continued development of adequate underwriting and claim handling capabilities and skills,
sufficient capital base, increased marketing and sales activities and the hiring and training of new
personnel.
There is no assurance that the Combined 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
Combined 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
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growth successfully, the Combined 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 Transaction, 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.
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.  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.
Following the Transaction, New Prudential will be dependent on dividend payments from Prudential and
AIA.

The Prudential Group operates, and the Combined Group will operate, in a number of markets
through joint ventures and other arrangements with third parties (including in China and India).
These arrangements involve certain risks that the Prudential Group does not, and the Combined
Group will not, face with respect to its consolidated subsidiaries
The Prudential Group operates, and the Combined 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 Combined Group's ability to exercise management control over its joint venture operations and its
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 Combined Group may also face financial or other exposure in the event that any of its joint venture
partners fails to meet its obligations under the joint venture or encounters financial difficulty. In addition, a
significant proportion of the Prudential Group's and the Combined Group's product distribution is and will be
carried out through arrangements with third parties not controlled by the Prudential Group and Combined
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's and the Combined Group's.

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 between 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.

Following the Transaction, the Combined Group may have difficulty identifying all the liabilities
associated with the AIA Group's historical activities
In many markets in which the AIA Group operates, there have been significant changes in the legal and
regulatory regimes relevant to its business during its tenure in these markets, and legal compliance and
enforcement practices have varied widely across the region and over time. In addition, the ownership,
management, personnel and reporting structures of the businesses have changed over time. For example,
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some of the businesses contributed to the AIA Group as part of the
reorganisation
following the AIG Events, including Philamlife, AIA Korea, AIA Taiwan and certain businesses and
operations of AIA-B, have been managed as part of the AIA Group for only a limited period of time. The AIA
Group have
recognised
all of the liabilities and disclosed all material contingent liabilities identified by it.

However, it cannot be assured that the AIA Group has identified all potential liabilities associated with its
historical activities, and unidentified liabilities could materially and adversely affect the AIA Group's (and
therefore the Combined Group's) business, financial condition and results of operations.
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