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THE PRUDENTIAL ASSURANCE COMPANY LIMITED

STRATEGIC REPORT FOR THE YEAR ENDED 31 DECEMBER 2023
Principal activity

The principal activity of The Prudential Assurance Company Limited (the Company) in the course of 2023 was
~ transacting long-term insurance business in the United Kingdom. This activity is expected to continue in 2024.
Throughout 2023 the Company also owned insurance subsidiary undertakings Prudential Pensions Limited
(PPL) and Prudential International Assurance plc (PIA). Both these companies transacted insurance business
- in the United Kingdom and PIA transacted business in Europe.

The Companys Iong-term products consist of life insurance, investment pension products and pension
annuities. In common with other UK long-term insurance companies, the Company's products are structured
as either with-profits participating products, or non-participating products including annuities in payment and
unit-linked products. Depending on the structure, the level of shareholders interest in the value of pohmes and -
the related profit or Ioss varies.

The Company's ‘Irish subsidiary PIA, is an insurer in the offshore bond market while also providing risk
insurance for its UK policyholders. PIA sells to both UK and non-UK nationals. Its focus in 2023 has been the
sale of multi-asset solutions to UK nationals resident in the UK and selected countries in continental Europe.
PIA also distributes savings and protection products in Poland through its Polish branch. PIA also provides a
- wholesale market solution that facilitates European domiciled third party distributors to make investments in
the PAC With-Profits Fund. ‘ '

The Company s UK insurance subsidiary, PPL malnly sells unit-linked products

The Company is a wholly owned subsidiary of M&G Group Regulated Entlty Holdlng Company Limited. M&G
Group Regulated Entity Holding Company Limited's principal activity is that of an intermediate holding
_company with subsidiaries engaged in underwriting long-term insurance business and asset management. The
Company s ultimate’ parent company is M&G plc

As the Company is a wholly owned subsidiary undertaking of another company registered in England and
Wales, consolidated financial statements and a group business review are not prepared. Accordingly, the
financial statements and the following business review present information about the Company as an
individual undertaking. ' B

Business review

The Company is the principal subsidiary within M&G plc's Life & Wealth business which includes M&G Wealth, .
Life and Life Europe (mainly PIA). M&G Wealth provides a range of retirement, savings and investment
management solutions to its clients. Life business includes individual and corporate pensions, annuities, life,
,savings and investment products, the majority of which are closed to new clients but may accept further
contributions from existing policyholders. The Company has a long history of developing innovative solutions
for customers’ changing needs, with a brand benefiting from a strong heritage spanning over 170 years. These
strong roots and ‘a continued focus on long-term thinking and financial strength are-highly sought after by
individual savers, investors and the financial advisers looking to manage and grow their savings.

The-Company's goals iriclude having the trust of our clients to meet their financial goéls ensuring that our
clients find it easy to do business with us and are confident they can make lnformed decisions with the right
solution for their needs.

Over 2023, M&G plc continued building its advisory capabilities to offer a better and more cost effective
proposition to the UK market, including the Company's clients. M&G .plc aims to make financial advice more
accessible and, in line with the growth strategy, it is transforming and simplifying operations, and lnvestlng in
digital capabilities to become more efficient. Through its multi-channel advice offering, the Company combines
digital journeys with access to human-based advice. The Company also continues to make progress on its
transformation programme to improve customer expenences and outcomes; support growth, boost efficiencies
and further improve operational stability.

During the year, the Company completed two bulk-purchase annuity transact'ions,in September 2023, for a
combined premium of £617m. Re-entering this market formed a key component of the M&G plc strategy and
represents the first deals completed since closing the annuity. book to new business in 2016. With the
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STRATEGIC REPORT FOR THE YEAR ENDED 31 DECEMBER 2023 (continued)

exception of the bulk-purchase annuity transactions, new business still has a strong focus on more flexible
bond, ISA, pension and income drawdown products across a range of tax efficient solutions through the
Company's PruFund range of products. PruFund has £61.3bn (2022: £58.3bn) in assets and is one of the
largest multi-asset investment propositions in the UK and Europe. Powered by the Company’s £129bn (2022:
£129bn) With-Profits fund, it enables clients to access a unique blend of private and public investments.
PruFund spreads risk over a wide range of assets and pools money from all investors, giving customers
greater buying power and access to opportunities that would not be attainable as an individual investor. The
PruFund net client inflows for 2023 of £1.0bn (2022: inflow of £0.8bn) and other movements offset any
negative market movements. Other assets under management and administration, from individual and
corporate pensions, annuities, life and saving products, decreased to £92bn (2022: £94bn).

Further, in 2023, PAC's shareholder fund entered into a new arrangement with the With-Profits fund in relation
to future shareholder transfers expected to emerge from PruFund business written to 31 December 2022. The
shareholder fund accepted a one-off cash payment in lieu of 20% of these shareholder transfers. This
arrangement is mutually beneficial since it generates certainty and cash for the shareholder while reducing the
with-profit fund exposure to a potential mismatch between the value of the shareholder transfers and the fixed
charges taken to cover those transfers. In addition, under the arrangement the shareholder paid the With-
Profits fund for a higher share of future surplus from certain cohorts of business. In the current year a loss
arises on the transaction due to the interaction of the arrangement with the fund for future appropriation. These
are expected to unwind in future in line with the receipt of future shareholder transfers.

The strength of the legacy book, mainly annuities and traditional with-profits policies, puts the Company and its
ultimate parent M&G plc in a strong position to weather any short-term market volatility. The Company's Life
business brings together end-to-end responsibility for the proposition and. customer servicing of all legacy
books, some of which remain open to top-up investments. Over the year, the Company has continued to focus
on improving the quality of customer service and customer outcomes, migrating clients to enhanced policy
platforms, with a focus on digitisation and greater flexibility for customers. Overall service has continued to
improve and the client Net Promoter Score has marginally |mproved from +14 in December 2022 to +15 in
December 2023.

Strategic Direction and Corporate Transactions

Sustainability

As a subsidiary of M&G plc, the Company’s sustainability ambitions are in line with the wider Group - these are
reflected through Group-level commitments to both diversity and inclusion and climate change, including a
pledge to reach net zero carbon emissions across operations and its total book of assets under management
and administration by 2050, to align with the Paris Agreement. At a Company level, climate commitments are
supported by interim decarbonisation targets set through the Company's membership of the Net Zero Asset
Owners Alliance, which are now informing the Company’s investment policy and asset allocation decisions for
the With-Profits Fund and the pension savings and annuity books. Addressing thermal coal is an important
component of Group’s climate strategy - as part of this, M&G plc has committed to phase out thermal coal from
its public investment portfolios by 2030 for OECD and EU countries, and by 2040 for developing countries. The
Company's climate strategy is aligned with the Group.

The With-Profits Fund is a cornerstone investor in M&G’s £5bn-sustainability-oriented private asset strategy,
Catalyst, which invests in innovative private companies that are working to contribute to a more sustainable
economy. At year-end 2023, Catalyst had deployed over £2bn of capital, with further committed capital to
investments of c£1bn. Highlights from the year include: investment in technology that reduces wastewater in
industrial processing where nearly half of the world’s water is currently used, an affordable blood test to detect
the presence of any of twenty types of cancer in the body at an early stage, and a company that replaces
chemical fertilizers and pesticides with biological substitutes, such as beneficial insects and mites, significantly
reducing the environmental damage of agriculture. From a propositions perspective, the Company's PruFund
Planet range offers policyholders access to smoothed returns (similar.to PruFund) while also aiming to achleve
positive social and environmental outcomes.

To keep customers informed about these developments, and also more generally how and where their money
is put to work, the Company publishes annual Stewardship reports, and in 2023 published its first Taskforce for
climate-related financial disclosures (TCFD) entity report which is available on the M&G plc website. The
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'Company ‘continues to improve the disclosures available to customers, including product TCFD reports
published for the ﬁrst time |n 2023, which are available online to all Prudentlal policyholders.

Investment Strateqv

Over the course of 2023 the Company reviewed the investment strategy across PAC Funds via the Investment:
Office. This aims to maintain and |mprove future pollcyholder outcomes, taking into account the prevalhng
capital market and economic views. -

- Key Performance Indicators and measurement

' Key Performance Indicators . 12023 2022
, . ) £m : £m

Adjusted Operating Profit: » . o
With-profit shareholder transfer net of hedging _ 179 . 354
Annuities business . - ' o " 240 227
Unit Linked and other ‘ ) . ' (15) (33)
Total adjusted operating profit before tax S ~ 404 548
Non-Operating Profit/(Loss): ' '
Short-term fluctuations on investment returns s 16 ' (-2,375)
Transformation costs , : ’ ‘ - (30) (34)
Total Non-operating loss before tax ) (14) '(2,'409)‘
Profit/(loss) on ordinary activities before tax : - 390 (1,861)
Estimated Solvency il capital surplus: : ‘
Overall o ' ‘ 3,244 3,125
Shareholder h ' . 3,244 3,125
Policyholder ‘ . 4 ' 7,165 6,631
Estimated Solvency Il coverage ratio: ' . .
Overall : o 154% " 150%

‘| Shareholder o ’ . 190% 183%
Policyholder ' ~ : : - 403% | 362%

Use of Key Performahce Indicators 4(KPIs) and definitions

The 'KPIs in the table above are the measures.that management uses to evaluate the performance of the

Company. In addition to the measures reported in the financial statements, the Company also uses certain
financial measures that are not defined or recognised’ under UK GAAP. .

Adjusted -operating profit before tax is the Companys non-GAAP alternative performance measure, which
-complements UK GAAP total profit before tax. Certain adjustments that are considered to be non-recurring or
strategic, or due to’short-term mover_nentsnot reflective of longer-term performance are made to UK GAAP
profit before tax. This includes adjustments in respect of short-term fluctuations in investment returns, costs

associated with fundamental one-off Company-wide restructuring’ and transformation and profits or losses’

arising on corporate transactions. This measure is not defined under UK GAAP and other companies may
calculate such measures dlfferently The Company has aligned this measure to the principles used by'M&G
plc .

AFor the 'Compahy’s business written in the with-profits fund, adjusted operating profit before tax includes the
statutory transfer to shareholders gross of attributable shareholder tax. Derivative instruments are held to
mitigate the risk to the shareholder of lower future -shareholder transfers, and can be separated into cash flow

‘hedges and capital hedges. Cash flow hedges are instruments that are held to mitigate volatility in the -

Company's UK GAAP results by being explicitly matched to the expected future shareholder transfers. Capital
hedges are instruments -that hedge the economic present value of shareholder transfers on a Solvency Il
.basis, to optimise the capital position.

o1
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The reallsed gains or losses on the cash flow hedges are allocated to adjusted operating profit before tax in
line with the emergence of the corresponding shareholder transfer within UK GAAP profit. Any short-term
temporary movements in the fair value of these instruments, not relating to the current year's shareholder
transfer, are excluded from adjusted operating profit before tax. As the capital hedges do not explicitly hedge
future UK GAAP profits, all movements in the fair value of these mstruments are excluded from adjusted
operating profit before tax. :

For the Company’s shareholder annuity and non-linked products, adjusted operating profit before tax excludes .
-the impact of short-term components of credit risk provisioning, the impact of credit risk experience variances
over the year, and total fair value movements on surplus assets backing the shareholder annuity business, that
are not reflective of the.longer-term performance of the business.

Certain adjustments that are considered to be non-recurring or strategic, or.due to short-term movements not
reflective of longer-term performance are made to UK GAAP profit before tax. Adjustments are in respect of
short-term fluctuations in investment returns or are considered to be one-off, due to their size or nature, and
therefore not indicative of the long-term operating performance of the Company, including profits or losses’
arising on corporate transactions.

Total adjusted operating groﬁt before tax

The total adjusted operating profit of £404m (2022: £548m) consists of £179m (2022: £354m) relating to the
shareholder transfer and associated hedges from the with-profits fund, £240m (2022: £227m) relating to the
annumes business, and a loss of £15m (2022 £33m loss) on unit-linked and other business.

The result from the with-profits busmess reduced to £316m (2022: £446m) The in-year cash transfer
increased by £32m, mainly due to increased claims in the current year but was more than offset by the impact
of 'an agreement to revise the schedule of future shareholder transfers. The initial impact of the revised
schedule reduces profit by £144m primarily due to the amount paid in exchange for a higher share of future
“surplus from certain cohorts of business, the corresponding value of which is not recognised under UK GAAP.
A further reduction of £18m is caused by in-year economic. effects. There were fair value losses of £117m-
(2022: £102m loss) on the derivative instruments used to mitigate the equity risk in respect of shareholder
transfers in the year. In addition there was a loss of £20m onthe expense overrun provision (2022: £10m profit
'from the release of part of the provision).

For the annuities business, assumption changes contributed £22m (2022: £152m) to adjusted operating profit,
of which £25m related to changes in the longevity assumptions (2022: £198m), and £14m (2022: £19m loss)
relating to a reduction in renewal expenses, offset by an increase in investment management expenses. Both
current mortality rates and future improvements assumptions based on the Company's own calibration of the
Continuous-Mortality Investigation (CMI) 2021 model, have been updated during 2023.

The expected return on assets and release of margins for annuities contributed £171m (2022: £163m). Asset
trading and the impact of changes in interest rates contributed a loss of £9m (2022: £86m loss). New business -
profits, experience variance and other items contributed a profit of £56m (2022: loss of £2m) of which £46m
was from new bulk purchase annuity deals.

Unit linked and other business contributed a loss of £15m (2022: £33m Ioss) mainly due to an increase in a
provision. for expected losses of the European busmess offset by a reductlon in the short term expense -
reserve. :

Non-Operating Profit

Market conditions have changed during 2023 leading to profits from short-term fluctuations in ‘investment
returns. These profits primarily comprise a £28m gain on the revaluation of shareholder subsidiaries (2022:
£18m gain), £69m loss (2022: £1,301m loss) from fair value movements on surplus assets in the annuity
portfolio offset by a £17m profit on equity release mortgages (2022: £15m loss) and a £8m gain (2022: £989m
loss) on interest rate swaps purchased to protect the Company’s Solvency Il capital position against falls in
interest rates, due to a decline in yields in the year. The release of the non-negative ‘equity guarantee
provision, following the equity release mortgage restructure, resulted in a profit of £20m (2022: £1m'loss) and
the termination of the Prufund risk mitigation agreement resulted in a £9m profit (2022: £8m loss).
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In addition, there was no profit impact (2022: £104m gain) on the equity hevdge-s used to protect the value of
future shareholder transfers from the With-Profits Fund on the Company’s Solvency II balance sheet.

Profit on ordinarv activities before tax

The, results of the Company for the year as set out on pages 32 to 33 show a profit on ordinary activities before
tax of £390m (2022: loss of £1,861m). This is made up of the total adjusted operating profit described above,
togetl‘rer with the non-operating items as described in the table above.. :

Solvency Il surplus and coverage ratio

The Company is regulated under Solvency Il and supervised as an insurance company by the Prudential
Regulation Authority. The Company has been granted approval by the Prudential Regulation Authority (PRA)
to calculate its solvency capital requirement (SCR) based on its Internal Model, which reflects the key risks the
Company is exposed to, the most significant of which are market risk (primarily credlt risk and equity risk) and
. longevity risk. :

The Solvency Il surplus is adjusted for the Transitional Measure on Technical Provisions (TMTP). The TMTP

was formally recalculated for the Company, following approval from the regulator, at 31 December 2023 in line

with expectations of recalculatlbn every 24 months. As a result, the estimated and unaudited Solvency I

~capital position will be the same as the position disclosed in the formal regulatory Quantitative Reporting
~ Templates and the Group's Solvency and Financial Condition Report.

The Company retains a shareholder capital surplus of £3.2bn (2022: £3.1bn). The Company’s shareholder
surplus has increased over 2023, which predominately reflects the operational surplus generation -over the
year.and the impact of the PRA risk margin and TMTP reforms patrtially offset by the impact of the change in
economrc conditions over the year and the payment of the dividend to M&G plc (£0. Sbn)

The Company retains a With-Profits capital surplus of £7. 2bn (2022 £6.6bn). The Company's With- Proflts ‘
surplus has increased over 2023, which predominately reflects the operational surplus generation over the
year, the impact of the PRA risk margin and TMTP reforms and the impact of the change in economic
conditions over the year partially offset by the c.£1bn distribution of excess surplus from the ‘With-Profits .
inherited estate. ' ' '

The overall or regulatory capital surplus includes the With-Profits' Fund capital reqwrement but excludes the
surplus in the with- proft fund reflecting the ring-fenced nature of the Fund. '

The Company’s available capital position is covered further in note 29. .

Section 172(1) Statement

Section 172 of the Companies Act 2006 requires a director of a company to act in the way he or she considers,
in good faith, would most likely promote the success of the company for the benefit of its members as a whole.
In doing this, section 172 requires a director to have regard, amongst other matters, to the:

+  likely consequences of any decisions in the long-term

+ . interests of the company’s employees ‘

+ ' ‘need to foster the company’s business relationships with suppliers, customers and others;

+ impact of the company’s operations on the community and environment;.

+  desirability of the company maintaining a reputation for high standards of business conduct; and

» need to act fairly as between members of the company.

In drschargrng the;Board s section 172 duties, regard has been given to the factors applicable to the Company.
The Board also recognise the matters it considers.can often have unique characteristics. This can require the.
Board to consider additional factors, which are relevant to the specific matter. under consideration. There is an
acknowledgement from the Board that the relative importance of each factor they consider will vary depending
on the decision being taken across all the Board’s decisions, and that they are mindful of the Company's
purpose, regulatory obligations, strategic priorities and alignment with M&G plc group’s overarching_ culture,

-vision and values
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As is normal for large companies, authority for day-to-day management of the Company is delegated to the
Chief Executive who in turn charges management with execution of the business strategy and related policies.
The Directors . review at each regular Board meeting:- financial and operational performance; individual
business unit updates; risk, compliance and regulatory reporting. The Board also review other areas over the
course of the financial year including the Company's business strategy; financial reporting; key risks;
stakeholder-related matters; governance and legal matters. This is done through.the consideration and
discussion of reports which are sent in advance of each Board meetlng and through presentations to the
Board.

The "Company's key stakeholders are its customers and ultimate beneficial owner M&G plc. Details of
additional stakeholder groups such as the Company's regulators, policyholders and corporate customers, are
set out in M&G plc's Annual report. In respect of customers of the Company's with-profits products, further
details of with-profits governance are discussed in the Director's Report on page 16. The views of and the
impact of the Company's activities on those stakeholders are an important consideration for the Directors
when making relevant decisions. While there are cases where the Board itself judges that it should engage
directly with certain stakeholder groups or on certain issues, for example, interaction with regulators, the size
and spread of both the Company's stakeholders and the M&G plc group means that other stakeholder
engagement takes place at Group level. The Company believes that as well as being a more efficient and
effective approach, this also helps it achieve a greater positive impact on environmental, social and other
issues than by working alone as an individual company.

During the year the Board received information to help them understand the interests and views. of the
Company’s key stakeholders and other relevant factors when making decisions. This information was
distributed in a range of different formats including in reports and presentations on the Company's financial
and operational performance, non-financial key performance indicators, risk, environmental, social and
governance matters and the outcomes of specific pieces of engagement. As a result of this the Board has had
an overview of engagement with stakeholders and other relevant factors which allow the Board to understand
the nature of the stakeholders’ concerns and to comply with the section 172 duty to promote the success of the
Company. '

Principal Decisions

The Board set out below the principal decisions they have made with regard to the matters set out in section
172(1)(a)-(f) when discharging their section 172 duties, regard has been given to the factors applicable to the
Company, and the effect of that on decisions taken. The Board define principal decisions as both those that
are material to the Company, but also those that are significant to any of the Company's key stakeholders. In
making the following principal decisions the Board considered the relevant impact on stakeholders as well as
the need to maintain a reputation for high standards of business conduct:

Principal decision 1 - Bulk Purchase Annuities

The Board approved two bulk purchase annuity (“BPA") transactions in 2023 for a combined premium of
£617m. A key aim was to create overall value for the Company, its shareholders, and policyholders. The Board
considered the individual BPA transactions from a capital allocation perspective and concluded that they would
promote the success of the company for the benefit of its members, and would be beneficial to the Group's
stakeholders in terms of the priorities to deliver profitable growth, simplify the business, and ensure a resilient
balance sheet. The Board further concluded that re-entering the BPA market would be beneficial to clients by
offering new solutions to the pensions market.

Principal decision 2 — Dividends to Parent

The Board resolved to pay a total of £500m in dividends to M&G plc during 2023. £333m was declared on 7
March 2023 and the remaining £167m was declared on 11 September 2023.

The Directors noted that the payments were in accordance with detailed financial planning, which took into
account the other ongoing financial obligations for the Company. The Directors gave particular and careful
consideration to the Company's solvency and liquidity position. As part of their deliberations, the Directors also
considered a range of other factors. These included: the likely consequences on the Company in the medium-
- term; the long-term viability of the Group; the quality of capital and the sustainability of planned dividend.
payments; the ability of the Company to withstand stresses after payment of the dividend; the ongoing need for
strategic investment in the Company’s business; and the activities of the Company’s subsidiaries.

7
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Principal Risks and Uncertainties

As a provider of savings and retirement solutions, the Company'’s business involves the managed acceptance
of risk. The Company is subject to the Group’s internal control and risk management processes as detailed in
the Group Governance Framework (GGF) and associated Group Risk Management Framework (RMF). The
control procedures and systems established within the Group are designed to manage, rather than eliminate,
the risk of failure to meet business objectives. The Company takes on exposure to.risks where such risks are
adequately rewarded, and can be appropriately quantified and managed to safeguard the Company s ability to
meet commltments to customers, comply W|th regulations, and. protect its reputatlon

‘ Wh||st the Company re-entered the Bulk Purchase Annwty market in 2023, the types of risk to which the Group
is exposed have not changed srgnlf cantly over the year. . '

The RMF requires all entities W|th|n the Group, including the Company, to establlsh processes for identifying,
measuring, managing, monitoring and reporting key risks. The RMF is designed to manage risk within agreed
appetite levels which are aligned to delivering.the Group and Company strategy. The RMF is approved by the
‘Group Risk Committee and operates based on the concept of three lines. of defence: (1) risk identification and
management; (2) risk oversight, advice and challenge; and (3) independent assurance. '

The Comipany's-results and’financial condition are exposed to both financial and non-financial risks from its
core activities and from those of a number of subsidiary companies. The key risk factors, mentioned below,
should not be regarded as a complete and comprehensive statement of all potential risks and uncertainties.

As at the date of approval of the financial statements, the Company’s Financial Strength was rated A1 by.
Moody'’s (stable outlook), A+ by Standard & Poor’s (stable outlook) and AA- by Fitch (stable outlook).

Financial and Insurance risk -

The Company is exposed to.financial and insurance risk through its financial assets, financial liabilities, and
customer liabilities. The financial risk factors affecting the Company include market risk, credit risk, and

corporate liquidity risk. Further information on the financial and insurance risk management objectives and '
policies of the:Company and the exposure “of the Company to the related risk factors is glven in note 28 (C) -

(F)-

A large part of the Company's profit is related to bonuses for customers declared on its with-profits products,
which are broadly based on historic and current rates of investment return on the assets held, including equity,
property, alternatives and fixed income securities, as well as the Company'’s expectations of future investment
returns. Any adverse impact on the current and longer-term future investment returns may impact the current
and future levels of with- profts bonuses and in turn impact the Company s profitability.

Unlike traditional with- proﬁts products, no regular or final bonuses are declared for PruFund contracts.
Customer investment return is determined’ by an Expected Growth Rate (EGR) which is declared each quarter,
and Unit Price Adjustments (UPAs) which may be applied from time to time (when unit prices move outside
specific limits as detailed in the policy conditions). The shareholder transfer crystallises at the point in which -
the customer elects to take money from PruFurid and is up to 1/9th of the difference between the customer
payout and the premium(s) paid. :

The Company also derives significarit profits from the shareholder-backed non-profit annuity business. Profits
on this business are particularly sensitive to the assumptions made and their interaction with actual experience
in relation to future mortality experience and level of expenses. This line of business is also exposed to
changes in the value and credit standing of fixed income securities, impacting the value of assets held and the

corresponding value of the liabilities. ' : '

: In addition, the Company derives profits from the return on surplus assets held.
"(a) Market risk
Market risk is the risk of loss,.or of adverse cnanges in the health of the Company'’s business (including the

with-profits fund estate) resulting, directly or indirectly, from fluctuations in the Ievel or volatility of market prices
of assets currencies, liabilities and financial instruments.

8
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For the Company's shareholder business, the key sources of market risk exposures arise in relation to

shareholder transfers from the Company’s With-Profits Fund as.falls in the value of equities, property and

_ alternatives, lower interest rates and fluctuations in currencies can negatively impact on investment returns
generated for with-profits policyholders, reducing the value of the shareholder transfers. Hedging is in place on °
the shareholder balance sheet to partially mitigate and protect the value of such transfers. Additional market
risk exposure arises on the non-profit annuity book, the ‘no negative equity’ guarantee on equity release

- mortgage loans, the value of management charges on unit-linked business and the risk of additional deficit
funding contributions to the defined benefit staff pension schemes as the Company is responsible for ensuring
such schemes (WhICh are closed to new members) remain adequately funded to meet their expected future
liabilities.

The Company's With-Profits Fund is also exposed to market risk predominately arising from the mismatch

between the assets held and the guarantees embedded in the policyholder liabilities. Changes in market

conditions may lead.to an increase in the expected cost of these guarantees, with investment strategies and

hedging in place to partially mitigate this risk. The risk is largely borne by the With-Profits Fund itself, but can

impact the shareholder by reducing the size of shareholder transfers and shareholder support may be required
in extreme circumstances where the fund has insufficient resources to support the risk.

Changes in market conditions that may impact the exposures described above include inflation, which fell over
_ 2023 but remains above government targets, and interest rates which have risen in résponse to high inflation
but have stabilised recently. Prolonged high inflation and |nterest rates increases the risk of recession which
can lead to a fall in equity and property asset prices.

Market risk exposure is expected to increase over the Business Plan period driven by expected volumes of
PruFund new business and the Company's re-entry into the Bulk Purchase Annuity market partially offset by
" the run-off of the existing insurance business. Market risk remains uncertain, with upcoming US and UK -
elections, rising geopolltlcal risk and negative market sentiments.

See note 28 (C) for further details.
(b) Credit risk

Credit risk is the risk of loss or adverse. change in the Company'’s financial situation, or that of its customers
and clients, resulting from fluctuations in the credit standing of issuers of securities, counterparties and any
debtors in the form of default, or other significant credit event (e.g. downgrades or spread widening).

. The Company is exposed‘to credit risk relatiné to the substantial volume of public and private fixed income
-investments held in the asset portfolios backing the shareholder non-profit annmty business and the surplus
funds held in the shareholder fund.

For the Company's With-Profits Fund, credit risk is also material. Howe\)er‘ as with market .riskAthe risk on
with-profits assets is largely borne by the With-Profits Fund itself but can impact the shareholder by reducing
the size of shareholder transfers and, in extremis, require shareholder support.

The Company is also exposed ‘to counterparty risk arising from reinsurance, derivative, broker trading,
securities lending and reverse repo counterparties, and from placing cash with counterparties.

Credit risk is expected to increase as a result of the ‘Company's re-entry to the BPA market and ongoing
economic uncertainty that may trigger volatile markets. Negative market developments, legislative changes or
industry events impacting invested sectors could negatively impact the Company'’s invested credit positions.

Included within private placement loans and assets held to cover linked liabilities are senior and junior notes
backed by residential ground rents with a carrying value of £1,241m (2022: £1,423m), of which £859m are
held in the shareholder-backed fund (2022: £994m). In November 2023, the Department of Levelling up,
Housing and Communities, a branch of the UK Government, issued a consultation titled, Modern leasehold:
restricting residential ground rent for existing leases (UK Government consultation). The consultation which is
. now closed to comments included five options on how residential ground rents payments should be calculated
~which all result effectively in capping future income that can be generated from the underlying assets. The
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mdustry has provided its responses to the consultation, however the outcome of the consultatlon in terms of
. any change in legislation is still uncertain.

The impact of the potential outcomes under the consultatlon have been reflected in the valuation of the assets
at the reportlng date. : :

See note 28 (D) for further details.
(c) Insurance risk

Insurance risk is the risk of loss or of adverse change in the Company's financial situation, or that of its

_ customers and clients, resulting from changes in the level, trend.or volatility of @ number of insurance risk -

drivers, primarily Iongewty, persistency and expenses.

Longevity Risk

Longevity risk is the risk of unexpected changes in the life expectancy (longevity) of policyholders and arises
primarily in relation to the Company'’s non-profit annuity book. The Company's With-Profits Fund exposure to
Iongewty risk primarily arises from both non-profit and with-profits annuny business.

Risk exposure is expected to increase at a managed level due to the ’re,-entry into the Bulk Purchase Annuity
market as part of the growth strategy. Insurance risks are subject to appropriate controls in pricing and
reserving processes. In particular Bulk Purchase Annuity transactions requlre appropriate corisideration of
longevity risk and are subject to risk oversight. .

Persistency Risk .

‘Persistency risk is the risk of loss, the inability to meet contractual or other liabilities, and/or profit volatility
resulting from adverse policyholder rates of exit to those estimated within pricing and valuation. The
shareholder exposure predominately arises in relation to transfers from the With-Profits Fund. An increase in
. the rate of policyholder exits increases shareholder transfers in the short term but reduces the overall value of
these transfers over the Ionger term

The With-Profits Fund is also exposed to persistency risk, with the impact generally depending on the level of
" investment guarantees included in the products. Reductions in policyholder exits will tend to increase the
expected costs of meeting guarantee obligations to policyholders, due to an.increase in the number of policies
remaining in-force with the potential for a guarantee to apply. However, in recent years new business sales
have been dominated. by business without material guarantees, and if this continues, the With-Profits Fund will
become increasingly exposed to increases in policyholder exits and the associated loss of income from Annual
Management Charges. :

Expense risk

Expense risk is the risk that expenses (including future expense inflation) could be higher than anticipated with
the shareholder exposure arising primarily in relation to the Company's non-profit annuity and unit-linked
business. For the With-Profits Fund, expense risk arises where fixed expense charges may not be sufficient to
‘cover the actual expenses for the non-guaranteed PruFund business.

While the management of expenses is a key focus of the Company, the contlnued inflation uncertainty may
increase expense risk. . .

See note 28 (E) for further details.

(d) Corporate Liquidity risk
Corporate liquidity risk is the risk that the Company and its businesses are unable to 4meet their financial
obligations (e.g. claims, creditors and collateral calls) as they faII due because they do not have or are unable

to generate sufficient liquid assets.

The Company's corporate liquidity risk exposure arises mainly from:
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* higher than expected customer withdrawals or collateral requwements and/or lower than expected market
“liquidity for assets in its with-profits and unit-linked funds;

- - ineffective asset/liability matching or higher than expected credit defaults for non-profit annuity ‘business,
leading to a mismatch between cash received from the Companys investments and annuity payments to
its customers; and

* higher than expected cash outflows from the shareholder busmess e.g. due to tax or collateral
requirements.

See note 28 (F) for further details.

(e) Investment risk

The investment objectives and risk profiles of funds and segregated mandates are agreed with customers. A
failure to deliver.against these objectives (including sustained underperformance of funds), maintain risk
profiles that are consistent with customers' expectations, or ensure that fund liquidity profiles are appropriate
may all lead to poor customer outcomes and result in fund outflows. If these risks materialise for funds or a
- range of funds then profitability, reputation and plans for growth may be impacted.

Investment risk exposure is expected to increase as markets have priced in a'soft economic landing alongside
central banks cutting interest rates, this is coinciding with significant elections giobally. Economic uncertainty
increases investment risk which is driven by market targets with investment performance measured against
benchmarks and peers. Any unforeseen economic downturns or surprise elections results could result in -
repricing of markets.

The Company has an Investment Office that establishes the asset allocation and agrees investment mandates
with fund managers. Fund managers are accountable for the performance of the funds they manage and the
management of the risks to the funds. There is regular monitoring to identify, measure and oversee investment
performance, investment I'ISk and fund Ilqwdlty risks. Such activities feed into established oversight and
escalation forums. -

: Non-ﬁnancial'risk
The Company is exposed to a wide range of non-ﬁnancial risks.

(a) Operational risk

Operational Risk is the risk of financial and non-financial impact resulting from inadequate or failed internal or
outsourced processes, colleague errors, technology issues, or from external events. Operational failures can
also give rise to financial risk exposures; for example, through process fallures in the management of market
and credit risk.

In partlcul'ar, a material failure or operational disruption in the processes and .controls supporting the
Company's activities, that.of third-party suppliers or of technology could result in poor customer outcomes;
reputational damage, increased costs and regulatory censure. The Company has a high dependency on
technology and the unavailability of key hardware or software, inadequate information security arrangements
and ineffective use of digital solutions could impact the Company's ability to operate effectively. Additionally,
serious failings in the delivery or persistent under performance of third-party supplier arrangements could
impact the delivery of services to customers.

Operational risk exposure is expected to remain neutral throughout 2024, supported by continued progress of
the transformation and simplification programme, data management, and implementation of an enhanced third
- party management framework planned in 2023. The Company continues to improve.its operational resilience
of important business services under ‘severe, but plausible’ scenarios to meet the March 2025 regulatory
requirement. Efforts to enhance the control environment, and the deployment consideration of new technology,
including artificial intelligence; are ongoing.

The Risk Management Framework defines the Group's approach to managing operational risks and
. associated controls including Information Technology, Privacy and Data Protection and Third Party Risk
Management. In particular, a Group Data Policy sets out the principles and requirements on the use of data
and a Group Information Techriology Risk Policy is in place to manage technology risks. Business continuity

11
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and crisis management requirements are applied across the Group to |dent|fy and manage Important Busmess
Services and Critical Shared Services.

(b) Business environment and market forces risk .

Changing customer preferences and economic and political conditions could adversely impact the Company’s
performance against its strategy. Economic factors may impact product demand and the Company s ability to
generate an appropriate return. Increased geopolitical risks and conflicts, and policy uncertainty, may impact
products, investments and operating model. The ‘Company's reliance on PruFund for inflows and on the
intermediated channel for savings solutlons sales helghtens its exposure to changing economic condltlons and
client preferences. :

Risk exposure to business environment and market forces is expected to increase as the Company builds
scale in ‘'selected markets, while managlng risks arising from uncertain economic. outlook, geopolitical conflicts
and negatlve economic trends. i .

The annual strategic planning is overseen by the Risk and Compliance function and the Board, and results in
the approved strategy and Business Plan. The process of strategy approval considers the potential impact of .
the wider business environment and economy. Throughout the year, the Company monitors and report on .
* progress in delivering its Business Plan. ' ‘ :

" (c) Sustainability and ESG risk

A failure to. address and embed sustainability considerations within the Company’'s strategy, products,
operating model and communication approach could adversely impact profitability, reputation. and future
growth.. The Company considers and acts upon a broad range of issues including those concerning.
greenwashing, climate impact, diversity and inclusion, and corporate governance. The Company considers
ESG Risk in terms of sustainability, or by how the Company impacts on the planet and society, the impact of
ESG factors on its organisation, and |ts ability to meet a range of key stakeholder expectations on
sustainability and ESG issues. .

The importance of ESG factors to the Company.is expected to increase as the physical impacts of climate
change continue to accelerate, nature risks become more prominent and new risks emerge. Regular review of
the ESG Risk Management Framework will be required to identify any enhancements necessary to allow the
business to manage these risks appropriately. -

The Group ESG Risk Management Framework and Policy provides a structured approach for the identification,
assessment and management of ESG risks supported by the ESG Risk Policy which sets out key business -
requirements. Consideration of ESG Risk is built into key strategic decisions, regular reporting and Board risk

" assessment papers. Climate change risk is integrated into the Company's scenario analysns process with both
top down and bottom up consideration over a range of time horizons.

(d) Change rlsk

Failure to deliver on the S|gn|f|cant Group change programmes W|th|n cost and capacny constraints may
|mpact the Company's business model and ability to deliver against its Business Plan and strategy

The' nature of change risk is expected to remain stable over 2024 as The Company looks to deliver on its
strategic priorities including the Group transformation and simpliﬁ(ca’tion announced in 2023. The change risk
profile is expected to decrease and return to a more normal level once these ambitions are achieved.

. A Group project standard is in place which all business units must follow and attest compliance with. This
includes reporting and escalation of risks to management and the Board. The Group Executive Committee is
responsible for prioritisation decisions to prioritise the activities which help to achieve the strategy and comply
with new regulations. A suite of metrics is used to monitor and report on the delivery, costs and benefits of
transformation programmes. :
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(e) Peegle risk

Although the Company does not directly employ staff, as this is-done through servicing companies within the
wider Group, it is still exposed to people risk in relation to those employees that service the Company. The
success of the Company's operations are highly dependent on the ability to attract, retain and develop highly
qualified professional people with the right mix of skills and- behaviours to support a positive culture and
growth. As the Company’s strategy continues to be implemented, people risk is heightened in areas including
pay practices, workloads and morale the conduct of |nd|V|duaIs or groups of individuals and industrial
relations.

People risk is expected to remain stable in 2024, following successful delivery of the voluntary.redundancy
programme in 2023 and with key people metrics réemaining stable. The impacts on colleagues of the
transformation and- simplification programme and changes to hybrid working are being monitored and
managed.

People risk is managed through the HR Framework which is' designed to align staff objectives and
remuneration to business’ strategy and’ culture. The framework includes policies for Diversity. and Inclusion,
Employee Relations, Talent and Resourcing, Remuneration, and Performance and Learning. Management and
the Board receive regular réporting on key issues and developments, including succession planning, industrial
relations, pay, culture and diversity. Colleague surveys are also conducted to better understand views and the
Company use the survey findings to improve their expenence

f Requlatorv compliance risk

Regulatory risk can arise from potential failure to meet regulatory requirements or to adequately consider
regulatory expectations, standards or principles. The Company operates in a highly regulated environment and
is subject to a number of regulatory initiatives. There are wide-ranging consequences of regulatory non-
compliance, including client detriment, reputational damage, fines and restrictions on operations or products.

There continues to be a high quantum of regulatory change across the financial services industry with ESG,
consumer protection and operational resilience being the key themes globally. Within the UK, Consumer Duty,
mcludmg the addition of ‘closed book’ products, will continue to be a key focus.

Accountablllty for compliance with regulatory and legal requirements sits with senior management. The Risk
“and Compliance function provides guidance to, and oversight of, the Company in relation to regulatory"
compliance matters and carries out assurance activities to assess the adequacy ‘of systems and. controls

designed to comply with regulations and legislation. Regulatory developments and consultations are regularly - -

monitored.

(9). Repuitational risk

The Company's reputation is the sum of its stakeholders' perceptions, which are shaped by the nature of théir
expectations and the Company’s ability to meet them. Consequently, there is a risk that through activities,
behaviours or communications, the Company fails to'meet stakeholder expectations in ways which adversely
impact trust and reputation. Failure to effectively manage reputational risk could result in poor stakeholder
outcomes and could impact the Company's revenues and cost base, ability to attract and retaln the best staff

~and potential regulatory intervention or action. :

Key to managing evolving stakeholder expectations will be the need to continue to address the material
aspects of sustainability and ESG risk, as well as other reputational risks. Such risks may include strategic
commitments, continuity of servicing, and evolving regulatory expectations.

The Reputational Risk Management Framework and dediceted Reputational Risk team monitor and report on
reputational risks using a suite of metrics to monitor stakeholder groups. In addition, embedded reputational -
risk champions perform an active role in the identification and monitoring of key reputational risks and drivers.

(h) Conduct risk

There is a risk that through the acts or omissions of mdlwduals the Company dellvers poor outcomes for '
customers, colleagues, or other stakeholders, or affect market- mtegrlty :
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Conduct continues to be a key theme from regulators, with firm failures often cited as_. part of enforcement
actions notably from the SEC and FCA. The Company have taken positive steps to design and implement

processes to oversee, measure and report on conduct risk. during 2023 and these will be embedded during
2024. . X

Due to the broad nature of conduct risk, ménagement is pervaswe and reflected in Group policy and -
processes including_but not limited to the Code of Conduct and the Conﬂlct of Interest, Market Abuse and
Investment Communlcatlons Recordlng polrcres :

' By order of the Board

Of ‘- ﬂuﬂ/f

M&G Management S,er\(lces erlted ‘
Company Secretary
19 March 2024
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DIRECTORS’ REPORT FOR THE YEAR ENDED 31 DECEMBER 2023

Incorporated and reqistered in England and Wales. Reoistered no 15454

The- directors present their report and the audited financial statements of the Company for the year ended
31 December 2023.

Likelv developments. business strategies and Drospects

Likely future developments in the business of the Company are dlscussed in the strategic report in accordance
with section 414C of the Companies Act 2006 (the Act).

Ultimate parent company

The Company is a wholly owned subsidiary of its immediate parent M&G Group Regulated Entity Holding
Company Limited. The Company's ultimate parent company, M&G plc is a public Ilmlted company, limited by
shares, incorporated and registered in England and Wales

Subsidiary and assomate undertaklnqs

Particulars of the Company's subsidiary undertakings at 31 December 2023 are shown in note 30. -

Statement of corporate governance arrangements for large private companies

In accordance with The Companies (Miscellaneous Reporting) Regulations 2018 the Board sets out below the
corporate governance arrangements which were in place within the Company durlng the year under review
and which remain in place as at the date of this report.

The Manual .

The Company is deemed to be a material subsidiary (Material Subsidiary) of M&G plc under the Group's

internal policies. The Company is therefore subject to the governance arrangements set out in the Group’s

. Material Subsidiary Corporate Governance Manual (the Manual), which is based on the 2018 UK Corporate
Governance Code issued by the FRC. | ' ‘

. Application of the Manual
The Manual prescribes the following governance arrangements and the paragraphs below show how the
. Company has applied these in the reporting year:

Composition of Board - comprised of an_mdependent Non-executive Chairman, and a majority of independent
Non-executive Directors, alongside executives who are employees of the Group. The operational management
of the Company is delegated to the Chief Executive Officer (CEO) of the Company Clive Bolton has been
appointed as M&G Life CEO and fulfils this role.

Audit and Risk-Committees - the Board has established Audrt and Risk commlttees the members of which are
|ndependent Non-executive Dlrectors : :

Director Appointment - the process to appoint the Chairman is led by the Group Chairman and CEO and any
appointment is approved by the Group Nomination Committee. Non-executive Directors are appointed-with the
approval of the Chairman in consultation with the Group. Executives are appointed by the CEO, in discussion
with the Group Chair. The Group Nomination Committee oversees the composition of the'Board and reviews

all Non-executive Director appointments across the Group. ’

- Evaluation - Each year a formal performance evaluation is undertaken of the Board as a whole its Committees
and the directors. A summary of the findings are presented to the Board and an action plan agreed if required.
The performance of the Charrman is evaluated by the other dlrectors

Company Secretary - The Company has appointed M&G Management Services Limited as its corporate
secretary. This entity is supported by. a number of appropriately qualified and experienced Company
Secretaries who are responsible for ensuring'that the Manual and the principles and processes contained in it
are adhered to.
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Terms of Reference - The Board, Audit and Rusk Commlttees have Terms of Reference which are approved by
the PAC Board.

Remuneration - The Group. Remuneration Committee is responsible for oversight of the Group-wide
remuneration policy. The fees of the Independent Chair and Independent directors of the Company is a matter
reserved for the Group Remuneration Committee. Remuneration for execufive directors within the Company is:
also managed as requwed by the Group Remuneration Committee, dependlng on the executive's role in the -
Group. : : :

Other Disclosures
There have been no material deviations from the Manual in the Company s practlces

In addltlon to the Manual, the Company ‘works within the establlshed system of |nternal controls and risk
management the overall risk appetite and tolerance set for the Company, the Group Risk Framework; and all
relevant pohc1es and limits. -

Stakeholder' relationships and engagement

For details of the Company's engagement with its stakeholders please see the Section 172 Statement on
pages 6-7. Being a Material Subsidiary of M&G plc, stakeholder engagement also takes place at a Group
level. The M&G plc report contains further details of the ongoing engagement with its key stakeholders
including colleagues, clients and regulators. The M&G plc report also contains details of the work done with
other stakeholders in order to ensure that positive relationships are maintained and to take account of their
" views and interests, including-charity partnerships, suppliers and the communities we operate in.

With-profits governance o o . o ' S

The -Company produces an annual with-profits report which is available on request and on the Company
website at www.pru.co.uk, sefting out how it has complled with its Principles and Practlces of Fmancual
Management (PPFM) ‘ : . .

The Board has established a With-Profits. Committee (WPC), made up of five members (each of whom is
- external and independent of the Company). The WPC provides the Board with an independent assessment of
the way in which the Company manages its with-profits business, its compliance with the PPFM, and how the
Company balances the rights and interests of policyholders and shareholders in relation to its with-profits
funds. The WPC has the right, if it wishes, to make a statement to W|th proflts policyholders in addmon to the
Company s report descrlbed above. .

The Company has a With-Proﬂts ‘Actuary who has the specific duty to advise the Board on the application of
discretion in relation to with-profits business;.and a Chief Actuary who provides the Board with certain actuarial
advice, and fulfils various statutory duties under the regulatory reporting regime introduced on 1'January 2016.
Both of these are Financial Conduct Authority and Prudential Regulation Authority approved roles. '

Independent Governance Committee

The Company has an Independent Governance Committee (IGC). The IGC was established in 2015 and is
part of the overall governance arrangements as set out in the Financial Conduct Authority’s Conduct of
Business Sourcebook. The objectives of the IGC are to assess whether the Company provides ongoing value
for money for its contract-based defined contribution workplace pension scheme members ("IGC in-scope
members”) and to provide- an independent consideration of the Company's. policies on 'ESG Financial
Considerations, Noh-Financial Matters, Stewardship and where applicable Other Financial Consideration and

- Non-Financial Matters to the extent that they pose a particular and significant risk of financial harm to IGC in-
scope members. The IGC will act solely in the interests of IGC in- scope members. The majority of IGC’s
members are mdependent

Corgorate resgonsrblllty )

The Company is-a-wholly owned subsrdlary within M&G plc and Carporate Responsrblllty (CR) is integral to the
way the Group does business.

’
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The Group, of which the Company is a part, has déveloped a Group Governance Framework which is
underpinned by a‘Material Subsidiary Corporate Governance Manual. This encompasses all key policies and
procedures

As a business that provides savings, income, investment and protection products and services, social value is
created through the day-to-day operations. The Group provides customers with ways to help manage-
uncertainty and build a more secure future. In seeking to match the long-term liabilities the Group has towards
its customers with similarly long-term financial assets, it provides capital that finances businesses, builds
Jinfrastructure and fosters growth in both developed and developing markets.

.+ The Group’s sustainable approach to business is reinforced by the Group-wide CR strategy to build inclusive

and resilient communities through urban-regeneration, economic empowerment and community ‘building. -
Social mobility is our core focus and we want to use community investment to help break down the barriers

that prevent people from living the life they want. The Group do this by investing in essential needs for’
communities to thrive, strengthening social networks -and equtpplng people with * the skills, tools and

opportunmes to be financially secure. .

The Group establish Iong-term relationships with charity partners to improve lives, build communities and
provide support, not only through funding, but also with the expenence ‘and expertise .of coIIeagues The
projects the Company support’ are sustainable and partners are worked with closely to ensure that our
programmes contmuously improve. . .

These themes demonstrate the Group's CR commitments and pnnmples to its stakeholders and provide clarity
to its businesses, including the Company, on where they should focus their- CR efforts and resources. in the
- context of their |nd|V|duaI markets. : :

The Group's CR strategy and performance is reviewed by M&G's Executive Committee bi-annually. -
Post balance sheet events

On 27 February 2024, the Company announced the 2023 annual bonus rates- for the wnth -profits fund
declarmg a distribution of £3.5bn. The Company also announced an additional bonus of 1.25% to enhance the
-unsmoothed ‘value of plans for eligible customers with traditional and accumulating policies. " It may be °
necessary to take back the additional bonus in order to protect the.interest of all customers and the strength of
the'fund at a future date, although-this is not expected to happen. For PruFund customers, addmonal surplus
has been shared by increasing the unit price by 0.90%.

On 18 March 2024 the Company approved a fnal _dividend of £333m to be paid to M&G plc. Thrs is not
reoognlsed in the 2023 fnancral statements. ' )

Financial Performance

The state of affairs of the Company at 31 December 2023 is shown in the balance. sheet on pages 36 and 37.
The profit and loss account appears on pages 32 and 33 .

Financial instruments

The Company is exposed to financial risk through its financial assets, financial liabilities, and policyholder
liabilities. The financial risk factors affecting the Company include market risk, credit risk, interest rate risk and
liquidity risk. Information on the financial risk management objectives and policies of. the Company and the
exposure of the Company to the financial risk factors is given in note 28. Further mformatlon on the use of .
derivatives by the Company is provrded in note 28 (G).

‘Share Cagrtal

’ There have been no changes in the'Company’s share capitalnduring 2023 as shown in note 20.
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Dividends
Dividends totalling £500m were paid in 2023 (-2022:£500m).A

The board declared a final cash dividend in respect of 2022 of £333m on 7 March 2023; an |nter|m cash
dividend of £167m was declared on 11 September 2023. :

Dlrectors

The present directors are shown on’ page 1 Mr. C Bolton was appointed on-25 September 2023. Ms C J
Bousfield resigned on 30th September 2023. There have been no further.changes.

Statement of directors' responsibilities

The directors are responsible for preparing the Annual Report and the fnancral statements in accordance with '
,appllcable law and regulation. .

Com‘pany law requires the directors to prepare financial statements for each financial year. Under that law the
-'directors have prepared the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards, comprising.FRS 102 “The Financial Reportlng
Standard appllcable in the UK and Republlc of Ireland”, and applicable Iaw)

Under company law, directors must not approve the financial statements unless they are satisfied that they
give a true and fair view of the state of affairs.of the company and of the profit-or loss of the company for that
penod In preparing the financial statements, the directors are required to

- select suitable accounting policies and then apply them consistently; - :

"« state whether applicable United Kingdom Accountlng Standards, comprising FRS 102 have been followed,
subject to any material departures disclosed and explained in the financial statements;

+. -make judgements and accounting estimates that are reasonable arid prudent; and .

+ prepare the financial statements on the going concern basis unless it is mapproprlate to presume that the
company W|Il continue in-business.

The directors are responS|bIe for safeguardlng the assets of the Company and hence for taklng reasonable
steps for the prevention and detection of fraud and other irregularities. .

The directors are also responsible for keeping adequate’ accounting records that are sufficient to show and
explain the Company’s transactions and disclose with reasonable accuracy at any time the financial position of
the Company and enable them to ensure that the financial statements comply with the Companies Act 2006.

‘The directors are responsible for the maintenance and integrity of the Company's financial statements
published on the ultimate parent company's website. Legislation in the United Kingdom governing the
preparation and dissemination of financial statements may differ from legislation in other jurisdictions.

Disclosure of information to auditors .

In the case of each dlrector in office at the date the directors’ report is approved :
« so far as the director is aware, there is no relevant audit |nformat|on of which the companys auditors
are unaware; and
» they have taken all the steps that they ought to have taken as a director in order to make themselves
aware of any relevant audit information and to establish that the Company’ S auditors are aware of that
information. : .

Independent Auditors

The auditors, PricewaterhouseCoopers LLP (PwC) have indicated’ their willingness to continue in office and a
resolution concerning their re-appointment will be proposed at the Annual General Meeting.
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' - Directors' and officers' protection

M&G plc has arranged appropriate insurance cover in respect of legal action against directors and senior .
- managers of companies within the M&G plc group. In addition, the Articles of Association of the Company
provide for the directors and officers of the Company to be indemnified in respect of liabilities incurred as a
result of their office. M&G plc also provides protections for directors and senior managers of companies within
the Group against personal financial exposure they may incur in their capacity. These include qualifying third
© party indemnity provisions (as defined by the relevant Companies Act) for the benefit of directors of M&G plc,
including, where applicable, ‘in their capacity as.a director of the Company and other companies within the
. Group. These indemnities were in force during 2023 and remain in force. '

Going concern

As described in the Basis of Preparation section of the Accountmg Policies at note 1 an assessment of the .
Company's prospects has been carried out. The Board has also performed a robust assessment of the
principal and emerging risks facing the Company, and is satisfied that the Company will be able to continue in
operation and meet its liabilities as they fall due for. a period of at least 12 months from the date of approval of
the financial statements

Streamllned energy and Carbon reporting

The Company has availed itself of the exemption afforded at section 20A of Schedule 7A of the The
Companies (Directors’ Report) and Limited Liability Partnerships (Energy arid Carbon Report) Regulations
2018, and relies on disclosures regarding greenhouse gas emissions and energy consumptlon made by the
ultimate parent undertaking M&G plcin their consolldated fnancral statements..

By order of the Board.

'M&G Management Services Limited
" Secretary
19'March 2024
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,"Indepehd'ent auditors’ repOrt to the |
members of The Prudentlal Assurance
‘Company Limited

| Report on the audit of .the ﬁhéncial statements
Opinion - - | |

In our opinion, The Prudential Assurance Company Limited's financial statements
+ give a true and fair vuew of the state of the Companys affalrs as at 31 December 2023 and of- |ts prof it for the year then
ended;- - ) _ . .
+  have been properly prepered in accordance with United Kihgdom Generally Accepted Aecounfing Practice (United Kingdom
Accountmg Standards, including FRS 102 “The Financial Reportlng Standard applicable in the UK and Republlc of Ireland
and apphcable Iaw) and . '

»  have been prepared in accordance with the requirements of the Companies Act ZQOé.

- ‘We have audited the financial statements, included within the Annual Report anq Financial Statements (the “Annual Report”), which
comprise: Balance‘s‘heet as at 31 December 2023; Profit and Loss Account, Statement of Cemprehensive Income and Statement of '
Changes in Equity for the year then ended; and the notes to the financial statements, which include a description of the significant .

accounting policies.
Our opinion is consistent'with our reporting to the Audit Committee.

‘Basis for opinion

" We conducted our audit in accordance with International Standards on -Auditing (UK) ("ISAs (UK)") and applicable law. Our
responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the financial statements section of

our report. We believe that the audit evidence W_e have obtained is sufficient and appropriate to provide a basis for our 6pin’io'n.

independence -
We remained independent of the company in accordance with the ethical reduirements' that are relevant to our audit of the financial

- statements in the UK, which includes the FRC's 'EthiAcaI Standa'rd,' as épblicable to public interest entities, and we have fulfilled our

other ethical responsibilities in accordance with these reduirements.

To the best of our knowledge and belief, we declare that non-audit services prohibited by the FRC'’s Ethlcal Standard wefe not
: prowded . .

Other than those disclosed in Note 11 we have provided no non-audit services to the company or |ts controlled undertakings in the

penod under audit.
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Our audit approaeh

‘Context ' ' ' S T '

The Prudential Assurance Company Limited.('PAC;) transacts long-term insurance business in the United Kingdom. In addition
to forming this opinion, in this report we have also’ provided inforrnation on key audit matters we discussed. with the Audit
ACom'mittee, setting out a description of th'e matter, how we approached the audit in these areas, and our conclusion.-ln designing :
our audit, we have considered the impacts that. climate change could have on PAC, including physical or transitional risks which
could arise. In particular, we have assessed the impacts on financial statements of the commitments related to climate change
which the PAC has made. ‘ ' ’

Overview

Audit scope . . )
) . Our audit scope has been determined to .provide coverage of all material fnancral statement line items, and as part of
designing our audit, we determined materiality and assessed the rlsks of material misstatement in the financial statements. -
= We tailored our scope based on our assessment of inherent risk and their fmancral significance to the financial results of PAC.
tn particular, we- consrdered where Management made subjective judgements, for example, |n respect of - significant
accounting estimates that involved making assumptions and considering future events that are inherently uncertain. As in all
of our audits, we aiso addressed the risk .of management override of internal controls, including consideration of whether

there was evidence of bias that represented a risk of material misstatement due to fraud.

Key audit matters ) )
"+ Valuation of hard to value financial investments (level 3) .
. Valuation of deﬁned benefit obligation and level 3 plan assets .
+  Valuation of the long term business provision and technical provisions for linked Iiabilities: Annuitant rnortality (Longevity)
. Valuatron of Iong term business provrsron and technical provisions for linked Ilabrlmes Credit default aIIowance
. Valuatron of the long term busrness provision and technical provisions for hnked Irabllrtres Renewal expenses

j' * Valuation of |nvestment in group undertaklngs and partlcrpatlng interests -

- Materiality
« " Overall materiality: £55 000 000 (2022 £52,250 000) which is 10.36% of 3 year average of Adjusted operatlng profit before
tax. N

.. Perf_ormance materiality: £35,750,000 (2022: £33,962,500).

The scope of our audit

As part of desrgnrng our audit, we determlned materralrty and assessed the risks of material mrsstatement in the fi nancral statements )

Key. audit matters .

Key audit matters are those matters that, in the auditors! professional judgement, were of most significance in the audit of the financial

statemients of the current period and include the most significant assessed risks of material misstatement (whether or not due to fraud)
identifed by the aUditors including those which had the greatest effect on: the overall audit strategy; the alloeation of resources in the

- audit; and directing the efforts of the engagement team. These. matters, and any comments we make on the results of our procedures .
thereon, were addressed in the context of our audit of the fnancral statements as a whole and in formlng our opinion thereon, and we

do not provide a separate opinion on these matters.
This is not a complete list of all risks identified by our audit,

The key audit matters below are consistent with last yea'r.'
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Key audit matter _ )
Valuation of hard to value financial investments (level 3)

Refer to notes 1 (section F, G, H and J), 12, 14, 15 and-28 to the
financial statements for disclosures of related accounting
policies, valuation methodologies and balances.

PAC's financial investments are held to back the long-term
business provision and linked liabilities and to meet regulatory
capital requirements. Most of the Company's financial
investments are valued by reference to prices on active markets.
However, some are priced by reference to market data and/or
valuation models. The models vary in complexity depending on
the nature of the investments. Investments that require the use of
significant judgement and inputs that are not market observable
have a higher level of inherent estimation uncertainty. These
‘linvestments are classified as Level 3 in the fair value hierarchy
and include:

. Lifetime mortgages;

. Unlisted equity investments;

. Private credit and other illiquid debt securities; and
. Investment property.

The valuation of these hard to value financial investments was a
key area of focus given the magnitude and the inherent
uncertainty involved in the estimation. Changes in estimates
could result in material changes in the valuation.

Lifetime mortgages: (LTMs)

The valuation of PAC's LTM portfolio is inherently subjective..
There are significant unobservable inputs relating to the No
Negative Equity Guarantee. The valuation uses an internai
discounted cash flow model with assumptions based on the
current property value, net property growth rate and the discount
rate (including spread assumptions to estimate an illiquidity
premium above the risk free discount rate).

Unlisted Equity Investments .

Private equity investments are held through funds-managed by
internal and externat fund managers. The investments are valued
in line with the requirements of The International Private Equity
and-Venture Capital Valuation (IPEV) Guidelines. Given their
size, the external valuations.are an area of focus. Valuations are
performed periodically by the fund managers. The investments
are included at the most recent Net Asset Value (NAV) provided
by the fund manager adjusted for cash movements, where ,
applicable.

Private credit and other illiquid debt.

Private credit and other illiquid debt are predominantly valued
using-discounted cash flow models. A key assumption applied in
determining the discount rate used to calculate the fair value of
these securities is the credit rating and the associated credit
spread. The credit rating is determined by assessing the credit
quality of the underlying borrower and assigning an internal credit
rating, which is unobservable. The credit spread is then
determined by reference to a comparable security or basket of "
securities. Determining the internal credit rating and the
associated comparables requires expert judgement.

| For residential ground rent assets, the valuation could be
impacted by the UK.government's Leasehold and Freehold
Reform Bill and the associated consultation on potential
restrictions to the level of residential ground rents, issued on 9
November 2023. ’

How our audit addressed the key audit matter

We performed the following audit procedures to test the
valuation of the investments classified as Level 3:

. Assessed the design and, where applicable, the
operating effectiveness of controls related to the
valuation of investments; and

»  Assessed both the methodology and assumptions used
in the calculation of the year end valuation as well as
understanding the governance controls that the
Company has in place to monitor these processes.

For Llfetume mortgages, we:

»  Applied our industry knowledge and expenence (using
our actuarial specialists) to assess the appropriateness
of the methodology, models and assumptions used
against recognised actuarial practices;

+ . Tested data inputs used in the valuation models to
underlying documentation on a sample basis;

. Evaluated the appropriateness of significant economic

’ assumptions, including the spread applied above the
risk free rate, that are used within the valuation process,,
with reference to market data and industry benchmarks
where available;

. Evaluated the appropriateness of the mortality and
morbidity assumptions used in the valuation, based on
available experience data and industry data on
expectations of future mortality improvements; and

»  Performed testing over the model calculation. We
placed reliance on the-mode! baselining carried out as
part of our first year audit (in 2022), whereby we
independently replicated the asset cash flows for a
sample of policies in order to validate that the model
calculations were operating as intended. There are no
changes in the model calculations over 2023.

For unllsted equity investments; we:
Assessed the methodology used for the valuation of
these investments and whether this is consistent with the
International Private Equity and Venture Capital
Valuation ('IPEV’) guidelines;

+  Where possible, independently obtained the most recent
NAV statements from fund managers and agreed the
valuation to underlying books and records;

. For a sample, verified any adjustments made for
subsequent capital movements; and

. For a sample, performed look back testing on the NAV.
statements provided by fund managers against the-
equivalent audited financial statements.

For private credit and other illiquid debt, we:

«  Tested inputs into the valuation model to external
sources, where possible, and contractual data;

-+« Engaged our valuation experts to assess the
appropriateness of the methodology used to determlne
internal credit ratings;

. For a sample, assessed the application of the internal
credit rating methodology, including challenging the
assumptions used in setting the internal credit rating

.o For a sample of investments, reperformed the
valuation using our independently selected mternal
credit ratings and comparables;

*  Where a management expert has been used to
corroborate management'’s Level 3 valuations, we
have assessed their expertise and objectivity and the
valuation methodology, including considering any

. variances identified; and

»  Assessed the impact of our findings on credit ratings
and valuation on the portfolio of prlvate placement
loans.
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Key audit matter

How our audit addressed the key audit matter

Investment Property

PAC holds property (directly and indirectly) wnthm the UK; Europe
and Asia. The valuation of the property portfolio is inherently
subjective due to, among other factors, the individuat nature of
each property, its location and the expected future rentais for that
particular property. There is continued uncertainty facing the real
estate sector as a result of the current econom:c environment
and the |mpact of climate change. '

Valuations are carried out by third party valuers engaged by the
Company, who perform their work in accordance with the Royal
Institution of Chartered Surveyors (‘RICS’) Valuation —
Professional Standards or equivalent local standards. The
valuations take into account the property-specific information
including the current tenancy agreements and rental income,
condition and location of the property, and future rental
prospects, as well as prevailing market yields and market
transactions.

In response to the recent Leasehold and Freehold Reform Bill
and the associated consultation on potential restrictions to
the leve! of residential ground rents, we have:

Assessed the appropriateness of the judgements made
in determining the impact of the consultation on the
valuation of the loans secured on residential ground
rent assets;-

Assessed the consideration given to a range of likely
outcomes of the consultation and subsequent changes
in legislation;

Challenged management on the changes in credit
ratings and the associated credit spreads applied; and
Challenged the associated disclosure given the
inherent uncertainty resulting from the consultation.

For Investment property, we

Engaged our own.valuation experts (who are qualified

chartered surveyors with relevant market knowledge)

to support us in our audit of the property valuations;

Assessed the expertise and objectivity of the third

party valuers engaged by the Company;

Obtained and read the external valuation reports and

held separate meetings with the third party valuers to

discuss the key assumptions;

To verify that the valuation approach was suitable for

use in determining the carrying value for investment

properties in the financial statements, we: ;
Confirmed that the valuation approach was
in accordance with RICS standards; )
Performed sample testing on the standing
data in the Company's information systems
used in the valuation process to verify the
accuracy of the property information supplied
to the third party valuers;
Obtained valuation details of properties held

. by the Company and set an expected range
for yield and capital value movement,
"determined by reference to published
benchmarks and using.our expenence and
knowledge of the market;

- Compared the investment yields used by-the
third party valuers with our expected range of
yields and the year on year capital

" movement to our expected range. Where key
assumptions were outside the expected
range or otherwise appeared unusual, and/or
valuations showed unexpected movements,
we undertook further investigations;
Assessed the reasonableness of other
assumptions that are not readily comparable
with published benchmarks;

Challenged the third party valuers on the
extent to which the valuations have taken
into account the impact of climate change
and related ESG considerations; and

For properties under developmernt valued
using the residual valuation method,
obtained the development appraisal and
assessed the reasonableness of the third
party valuers key assumptions. This included
comparing the yield to comparable market
benchmarks, comparing the estimated costs
to complete to development plans and
contracts, and considering the
reasonableness of other assumptions.that
are not so readily comparable with published
benchmarks, such as estimated rental value
and developers’ profit.

For all asset classes we assessed the adequacy of the
disclosures in the financial statements.

Based on the work performed and the evidence obtained, we .
consider the valuations for hard to value assets to be appropriate.
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Key audit matter -

How our audit addressed the key audit matter

Valuation of defined benefit abligation and level 3 plan assets

Refer to notes 1 (section K) and 9 to the financial statements for
disclosures of related accounting policies and balances.

The Company has two key defined benefit schemes, Prudential -
Staff Pension Scheme and Scottish Amicable Staff Pension
Scheme, which are closed to new entrants. The schemes are run
by Trustees on behalf of the beneficiaries. The defined benefit
surplus presented is the net of the defined benefit obligation, the
scheme plan assets.and a restriction on the surplus. The key
areas of focus are the valuation of the defined benefit obligations
and the valuation of level 3 plan assets which are complex and

‘| judgemental.

The valuation of the defined benefit obligations ("DBO") is

performed by third party actuaries with key assumptions initially
set based on market data and scheme specific analysis and

'| reassessed annually by management.

The estimate of the DBO is dependent on a number of
assumptions, including the discount rate, inflation rate and .
mortality rates. Small changes in these assumptions can have a
material impact on the valuation due to the size and the duration
of the perision obligations. Management performs a review of the
DBO valuation methodology and assumptions each year with the
assistance of external experts. During the year there were no
changes to mortality base tables. The financial methodologies
were updated and longevity |mprovements updated based on
annwty book data. .

The valuatlon of complex plan assets includes a longevity swap
and illiquid private credit assets. The valuation of the illiquid
private credit assets was assessed along with similar assets "

described in the ‘Valuation of hard to value financial inveetments’ -

key audit matter above.

The valuation of the longevity swap has been performed by an

external expert. Under IFRS 13 Fair Value Measurement, the

longevity swap has been valued by assuming the swap had nil

value at outset and applynng a fée loading to the ﬂoatlng leg of
the swap. )

The financial assumptions, including discount rate and inflation
rate, are updated in line with market conditions at the reporting
date. Other assumptions such as mortality and the fee collateral

have been set in line with the assumptions set out in the longevity |-

swap contract.

| The surpius in the Pfudential Staff Pension Scheme that is
recognised is limited to the amount which is recoverable through
reduced future contributions.

For the pension schemes,
we have: : )

»  Understood and evaluated the design effectiveness
of key controls in place in respect of the DBO;

« ' Reviewed management expert's FRS 102 Section -
28 report and challenged the methods adopted to
determine the valuation of the obligations.

»  Engaged our actuarial specialists to evaluate the
judgements made by management in determining
the key financial and mortality assumptions used in
the calculation of the liability;

<" . Assessed the reasonableness of the methodologles

-and assumptions adopted using our knowledge of
market practice and industry developments, including
use.of benchmarks and external market data. We also
used sensitivity analysis to determine the |mpact of

_alternative assumptions,

. Evaluated the objectivity and competence of
management'’s actuarial expert; and

* ° Reperformed calculations of pension liabilities
and compared these with the expert‘

: calculations.
For the valuation of the level 3 plan assets, our work focused
on: ' '

— . Forthe illiquid private credit assets, we assessed
the methods and assumptions used to vaiue the
assets (as set out above);

—  For the longevity swap, we rewewed the assumptions’
used to calculate the collateral value of the longevity
swap and assessed the magnitude of the change in
value of the longevity swap since the previous year
end. .

For the surplus recognised in the schemes, we recalculated
the available surplus in the PSPS scheme.

We read .and assessed the disclosures made in the financial -
statements, including disclosure of the assumptions.

.| Based on the evidence obtained, we feund the valuation of

the Scheme’s defined benefit obligations and hard to value
plan assets to be appropriate.
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Key audit matter

How our audit addressed the key audit matter

| Valuation of the long term business provision and technical
provisions for linked liabilities: Annuitant mortality (Longevity)

Refer to notes 1 (section C), 26 and 28 to the financial
statements for disclosures of related accounting policies and
balances.

Annuitant mortality (longevity) assumptions are an area of
significant management judgement, due to the inherent
uncertainty involvéd. We consider these assumptions
underpinning the long term business provision and technical
provisions for linked liabilities to be a key audit matter given the
Company's exposure to a large volume of annuity business. The
annuitant mortality assumption has two main components as set
out below and a margin for prudence is then applied to these
components.

(i) Base mortality assumptions: This component of the
assumption is mainly driven by internal experience analyses. It
requires expert judgement that includes determining the most
appropriate level at which to carry out the analysis; the period
used for historic experience (considering COVID-19 in recent
periods); the choice of base table/ rates; and adjustments made
within the process of fitting rates to past experience using
management's Prudential Retirement Mortality (PRM) model.

(ii)  Rate of future mortality improvements: This component
of the assumption is more subjective given the lack of data and
the uncertainty over how life expectancy will change in the future.
The allowance for future mortality improvements is inherently
subjective, as improvements develop over long timescales and
cannot be captured by analysis of internal experience data, with
additional uncertainty around the longer term impact of COVID-19
and other trends in the UK on future mortality rates. The areas of
judgement also include the selection of the mortality projection
model, its calibration as well as re-expressing this in terms of the
Continuous Mortality Investigation (CMI) Bureau industry standard
model.

In addition, a margin for prudence is applied as requwed by
the relevant accounting standard

We have performed the following procedures:

»  Understood and evaluated the design effectiveness of
key controls in place in respect of the longevity
assumptions to value the long term business provision
and technical provisions for linked liabilities;

= Assessed the appropriateness of the methodology for
analysing experience and setting assumptions for
longevity with reference to relevant rules, actuarial
guidance and by applying our industry knowledge and
experience;

«  Tested the design and operation of the controls in place
to validate the assumptions and data used in the
experience calculations and model calibration, including
the accuracy of the PRM model used to calculate actual
and expected deaths;

. Examined the results of management's experience
analysis and the resulting base mortality rates;

«  Assessed the appropriateness of areas of expert
judgement used in the future mortality improvements
and the consistency of these with observed experience
from the Company’s annuity portfolio and market data;

»  Tested and challenged significant judgements in
determining the longevity assumptions, including
assessing the implications of COVID-19; and other
mortality trends in the UK;

»  Tested the re-expression of the projection basis in terms
of CMI models and their parameterisation;

+  Compared the longevity assumptions selected by
management against those used by peers using our
annual benchmarking survey of the market;

« -Assessed the margin for prudence including
benchmarking to peer companies, consistency over time
and checking that this has been correctly applied to the
assumptions;

»  Examined management's calculation of the financial
impacts of changes to the longevity assumptions , to
ensure that these are in line with our expectations; and

»  Assessed the disclosure of the longevity assumptions
and the commentary to support the impact of any
changes in 2023 financial statements.

Based on the work performed and the evidence obtained,
we consider the assumptions used for annuitant mortallty to
be appropriate.

Valuation of long term business provision and technical
provisions for linked liabilities: Credit default allowance

Refer to notes 1 (section C), 26 and 28 to the financial
statements for disclosures of related accounting policies and
balances.

The valuation interest rate is the discount rate derived from the
yield on the assets backing the annuity long term business
provision and technical provisions in finked liabilities. It is used in
calculating the present value of annuity benefit and other
policyholder payments. The discount rate includes an explicit
deduction to the yield on the assets for credit default risk.

The credit default risk assumptions are set based on the credit
rating of the assets backing the liabilities and consist of various
components. The components include: ’

- A mechanical long-term allowance for expected defaults and
downgrades (based on historical data);

- A credit risk premium (or margin for prudence); and

- A short-term overlay reflecting a prospective outlook on future
potential experience.

Significant management judgement is required to set the
internal credit ratings for illiquid leve! 3 assets (such as private
credit assets and Lifetime Mortgages). Once the credit rating
has been established there is further judgement in selecting the
short-term overlay to allow for risks not captured in the long-term
credit default allowance.

Using our actuarial specialists, we have performed the
foIIowmg procedures:
Understood and evaluated the design effectiveness of
key controls in place in respect of the credit default
assumptions to value the long term business provision
and technical provisions for linked liabilities; '

« Assessed the methodology used to derive the credit
default assumptions (including margin for prudence)
with reference to relevant rules, actuarial guidance and
by applying our industry knowledge and experience;

«  Obtained an understanding and challenged
management over the analysis performed to assess
internal credit ratings for illiquid assets, such as Lifetime
Mortgages. Tested the approach, the ratings ascribed
and the resulting default allowances; .

. Tested to ensure that the inputs and calculations for the
internal credit ratings to derive of credit default
allowance were in line with intended methodology and
are appropriate; -

+  Tested and challenged key management judgements
including the short-term overlay, referencing industry
data, market benchmark where available and our
industry knowledge. In particular, consideration has
been given to the appropriateness of management's
proposals in the context of the current economic
climate;

« Tested and challenged the judgements in allowing for
the potential impact on the short-term overlay
assumption from the recent Leasehold and Freehold
Reform Bill and the associated consultation on potential
restrictions to the level of residential ground rents.
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Key audit matter

How our audit addressed the key audit matter

Changes to the valuation and internal credit rating of residential
ground rent assets (see ‘Valuation of hard to value assets’
above) that back annuity liabilities will lmpact the credit default
assumptions.

The credit default assumptions involve complex and subjective
judgements about future default and downgrade events which
have a significant impact on the long term business provision and
technical provisions for linked liabilities, with-small changes
having a large financial- |mpact and hence this is a key audit
matter.

«  Assessed the appropriateness of the-margin for
prudence and its consistency over time;

«  Examined management'’s calculation of the financial
impact of changes to the credit default assumptions on
the provision, to ensure that these-are in line with our
expectations; and

+  Assessed the disclosure of the credit default risk
assumptions and the commentary to support the impact
of any changes in the 2023 financial statements.

Based on the work performed and the evidence obtained,
we consider the assumptions used for credit default risk to
be appropriate.

Valuation of the long term business provision and technical
provisions for linked liabilities: Renewal expenses '

Refer to notes 1 (section C), 26 and 28 to the financial statements
for disclosures of related accounting policies and balances.

Future maintenance expenses and expense inflation assumptions
(or collectively the renewal expenses assumptions) are used in
the future cash.flows to value the long term business provision
and technical provisions for linked liabilities. The assumptions

| reflect the expected future expenses that will be required to
maintain the in-force policies at the balance sheet date, including
an allowance for unavoidable project costs and a margln for
prudence.

Significant judgement is required to estimate the maintenance
costs through the use of a cost allocation model and the
allocation of costs to cost centres; identification of non-attributable
costs; removal of one-off costs; the allocation between fixed and
variable costs; identification of any future costs and short term
allowances.

Unit costs are then set by product, based on the maintenance
expenses and the current number of policies in force.

In addition, when caiculating the long term business provision and
technical provisions for linked liabilities, an assumption is also
needed to reflect how these costs will change in future as a resuilt
of inflation rates. This assumption is set with reference to industry
and market data; and management’s view of how their cost base
will inflate in future and includes a margin for prudence.

The projection of these costs forward over the duration of the

‘| policies means that small changes in unit cost can lead to
significant changes in the estimated provision. Due to this, and
the management judgement involved, we have noted this as a
key audit matter.

Using our actuanal specuallsts we have performed the
following procedures:

* . Understood and evaluated the design effectiveness of
key controls in place in respect of the renewal expense
assumptions in the valuation of long term business
provision and technical provisions for linked liabilities;

. Examined and assessed the methodology applied in the
cost model, choice of approach and cost drivers to
confirm that these are reasonable and supportable.

+  Tested the input data used in the cost allocation model!,
including the completeness and accuracy .of the total
cost base and allocation of expenses to the appropriate
cost centres;

+  Compared the allocations in the cost allocation model to

. prior year and understood the rationale for changes;

- Assessed the methodology used by management to
derive the assumptions with reference to relevant rules,
actuarial guidance and by applying our industry
knowledge and experience; -

. Assessed and challenged the appropriateness of
significant Judgements in application of the methodology,
mcludlng :

Excluded costs (for example, costs neither
related to the insurance business nor being
non-recurring in nature);
*  The split of expenses between acquisition and
maintenance expenses,

The allocation-of costs to products;

The allowance for recurring project costs,

The projection of fixed costs;

Allowances for cost savings (to the extent

permissible); and,

- Assumptions about outsourcing costs beyond
current contracts.

+  Tested the calculation of any components of the renewal
expense assumptions that are not based on the cost
allocation model (for example, short term expense -
allowances), by performing a combination of controls

. and substantive testing;

* Assessed the appropriateness of the prudence margin

. and its consistency over time;

+  Tested the assumption derived for expense inflation by
assessing the use of industry data, current economic

.conditions and challenged the judgements used within
the calculations to ensure that they are reasonable;

+  Examined management's calculation of the financial
impact of changes to the renewal expense assumptions,
to ensure that these are in line with our expectatlons

" and

« " Assessed the disclosure of the renewal expense
assumptions and the commentary to support the impact
from any changes for 2023 reporting in the financial
statements.

o o o o

| Based on the work performed and the evidence obtained,

we consider the assumptions used for renewal expenses to
be appropriate
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Key audit matter - How our audit addressed the key audit matter
Valuation of investment in group undertaklngs and partnmpatmg ’
interests : . . }
Refer to notes 1 (section F) and 13 to the financial statements for |Using our actuarial specialists and experts, we have performed
disclosures of related accounting policies and balances. the following audit procedures:
The Company’s investment in group undertakings and For investments in underlying insurance companies,we have :
participating interest consists of both investments in direct considered whether the use of Solvency Il Own Funds is an :
subsidiaries, such as Prudential International Assurance and appropriate proxy for fair value considering the Group's policies
"-| Prudential Pensions Limited, as well as investments in funds. for fair value of insurance business and the multiples observed I
) . . . : in recent acquisition activity in the market by performing the i
The investments in group undertakings and participating : foIIowung procedures: '
interests are held at fair value. Investments held in direct We have considered whether there are any material
subsidiaries are complex to value as the entities held are unlisted adjustments that would be expected to Solvency 1l Own |
“|and therefore the methodology applied and the calibration of the Funds to provide a fair value considering the nature of
“}valuation requires the use of significant judgements-and the subsidiary undertakings and the business.
assumptions or inputs that are not observable in the market. T In particular, we have assessed whether the Solvency [l !
' ) Risk Margin would represent a reasonable basis for the
1Management models fair value for the insurance subsidiaries allowance for risk that would be required under a fair |
using their Solvency Il Own Funds and own funds multiples value and the consistency of this with the Group’s fair
observed in the market and recent acquisition activity, where ’ value policies.
they are available. . *  We have considered the appropnateness of the 100%
’ multiple used in the valuation of the investment in group |
The fair value of the insurance subsidiaries was a -key area of undertakings balance. !
focus given the magnitude and the inherent uncertainty involved - We performed look back testing on the Solvency I Own |
in the estimation. Changes in estimates could result in material Funds value used in the prior year against the :
changes in the valuation. equivalent audited values to ensure they are materially -
: consistent. .
. Based upon the results of our testing we are satisfied that the fair !
value of the.investment in subsidiary balance materially meets
the definition of fair value in accordance W|th Section 2 of FRS
102 Appendix 2. _ B

How we tailored the audit scope )
We tailored the sco'pe of our audit to ensure that we performed.enough work to be able to give an opinion on the financial statements
as a whole, taking into account the structure of the company, the accounting processes and controls, and the industry in which it

operates.
As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the financial statements.

The impact of climate risk on our audit
As part of our audit we made enquiries of management to understand the extent of the potential impact of climate risk on the
company’s financial statements, and we remained alert when performing our audit procedures for any indicators of the impact of

climate risk. Our procedures did not identity any material impact as a result of climate risk on the cbmpany’s financial statements.

Materiality

The scope of our audit was influenced by our application of matenallty We set certain quantitative thresholds for materiality.
These, together with qualitative con5|deratlons helped us to determine the scope of our audit and the nature, timing and extent of-
our audit procedures on the individual financial statement line items and disclosures and in evaluating the effect of

misstatements, ‘both individually and in aggregate on the financial statements as a whole.

Based on our professional judgement, we determined materiality for the financial statements as a whole as follows:

Overall company maleriality " |£55,000,000 (2022: £52,250,000).
Materiality benchmark - - |10.36% of 3 year average of Adjusted operating profit before tax.
How we determined it " |In determining our materiality, we have considered financial metrics and benchmarks which

we believe to be:relevant to the primary users of the Company financial statements.

Due to the disparate size of the Profit and Loss Account and Balance Sheet, the materiality
amount was selected judgmentally by the audit team having considered a range of relevant
benchmarks including Adjusted Operating Profit, Profit before tax, Operational Capital
Generation, Total assets, and Solvency Il own funds. A materiality amount was selected
judgementally and expressed as a percentage of Adjusted operatlng profit before tax, as an
appropriate benchmark for matenahty
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We use -performance Amateriality to reduce to an. appropriately low level the probability that the aggreg-ate of uncorrected and
‘undetected misstatements exceeds overall materiality. Specifically, we use-performance materiality in determining the scope of our
audit and the nature and extent of our-testing of account balances, classes of transactions and disclosures, for example in determining
sample sizes. Our performance materiality was 65% (2022: 65%) of overall materiality, amountmg to £35,750, 000 (2022: £33,962,500)

for the company financial statements

In determining the performance materiality, we considered a number of factors - the history of misstatements, risk assessment and

aggregation risk and the effectiveness of controls - and concluded that an amount in the middle of our normal range was appropriate.

We agreed with 'the‘-Audit Committee that we would'report to them misstatements identified during oor audit above £2,475,000 (2022:

£2,350,000) as well as misstatements below that-amount that, in our view, warranted reporting for ol.ialitative reasons.

Concluswns relatmg to going concern-

Our evaluauon of the directors’ assessment of the companys ability to continue to adopt the going concern basis of accountlng
included: ) ' ) ‘ ' ] '
= Obtained the Directors'Agoing concemn assessment and challenged the rationale for the doWnside scenarios adopted and
material assumptions made using our knowledge of the Group S busmess performance review of regulatory correspondence
and obtalnlng further corroboratlng evidence _ ' ’
K ‘ Agreed the PAC Solvency Il information to the draft quantltatlve repomng templates prepared by Management .
+  Considered information obtained during the course of the audit and publicly available market lnformatlon to |dent|ty any
-evidence that would contradict Management's'assessment of going concern
+  Reviewed the dlsclosures included in the financial statements in relation to going concern, mcludlng the Basis of Preparatlon
Based on the work we have' performed, we have not‘ identified any material uncertainties relating to events or conditi.ons that,
individually or collectively, may cast signiﬁcant doubt on the company's ability to continue as a going concern for a period of at least

twelve months from when-the financial stateménts are authorised for issue.

In auditing the financial statements, we have concluded that the directors’ use of the going concern ba5|s of accounting in the

preparatlon of the financial statements is appropnate

However, because not all future events or conditions can be predicted, this conclusion is not a guarantee as to the company's ability to

~ continue as a going concern.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the relevant sections of this

. report.

Reporting on other information . A

'l'he other“inforr'nation comprises all of the inforrnation in the_ Annual Report other than the financial statements and oor auditors’ report
thereon. The directors are responsible for the other information. Our opinion on the financial statements does not cover the other
information and, accordingly, we do not express an audit opinion or, except to the extent otherwise‘explicitly stated'in this report, any

form of assurance thereon. - ' ) ) o . : .
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.In connection with our audit of the financial statements, our respons'ibilit'y is.to read the. other information and, in doing so, consider
whether the other information is materially inconsistent with the financial statements or our knowledge obtained in the audit, or
otherwise appears to be materially misstated. If we identify an .apparent material inconsistency or material misstatement, we are -
required to perfdrm procedures to conclude whether there is a material misstatement of the financial statements or a material
misstatement of the other information. If, based on the work we have performed, we conclude that there is a material mlsstatement of

this other anformation we are requwed to report that fact. We have nothing to report based on these responsibilities.

With respect to the Strategic report a'nd} Directors’ report, we also considered whether the disclosures required by the UK Companies
~'Act 2006 have been included. ' ‘ ‘

Based on our work undertaken in the course of the audit, the Companies. Act 2006 requires.us also to report certain opinions and

matters as described below.

Strategic report and Directors' report
in our opinion, based on the work undertaken in the course of the audit, the. mformatlon given in the Strateglc report and Directors'
report for the year ended 31 December 2023 is consrstent with the fnanmal statements and has been prepared in accordance ‘with

applicable legal requirements.-

In light of the knowledge and understanding of the company and its environment obtained in the pourse of the audit, we did not identify

any material misstatements in the Strategic report and Directors' report.

Responsibilities for the financial statements and the audit .

Responsibilities of the directors for the financial statements

As explained more fully ‘in the Statement of directors' responsibilities in respect of the financial -statements, the directors are
responsible for the preparation of the ﬁnanciallsiatements in accordance with the applicable framework and for being satisfied that they
give a true and fair view. The directors are also responsible for such internal control as they determine is necessary to enable

the preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as a going concern,
disclosing, as applicabte, matters related to going concern and using the going concern basis of accounting unless the directors either

intend to quuidate the company or to cease operations, or have no realistic alternative but to do so.

Auditors’ responsnbllmes for the audlt of the flnanmal ‘statements

_Our objectlves are to obtain reasonable assurance about whether the financial statements ‘as a whole are free’ from material
misstatement, whether due to fraud or error, and to issue an auditors' report that includes our opinion. Reasonable assurance is a hrgh
level of assurance, but ié not a guarantee that an audit conducted in accordance with 1ISAs (UK) will always detect a material
misstatement when it exists. Misstatements can arise ‘from fraud or error and are considered material if, individually or in the
aggregate, they r:ould reasonably be expected to influence the economic’ decisions of users taken on the basie of these financial

statements.
Irregularities, including fraud, are instances of non-compliance with laws and regulations We design procedures in line with
our responsibilities, outlined above, to detect material mlsstatements |n respect of megulantles mcludrng fraud The extent to which

our procedures are capable of detectmg irregularities, including fraud, is detailed below.

Based on our understanding of the company and industry, We identified that ‘the principal risks of non-compliance with laws

and regulations related to UK regulatory princi'ples, such as those governed by the Prudential R‘egﬁlation Authority (PRA)and
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the Financial Conduct Authority (l=CA) and we considered the extent to which non-r;ompliance -might ‘have a material effect on the
financial statements. We evaluated management's incentives and opportunrtles for fraudulent manlpulatron of the financial statements
(mcludrng the risk of override of controls), and determined that the prrncrpal risks were related to management bias in accounting
estimates and judgmental areas of the fi financial statements as shown in our 'Key au_dlt matters' and journals. Audit procedures

performed by the engagement team included: .

. Dlscussions with the Board, Senior Management, Internal Audit, senior management involved in the Risk and CompIAiance'
functions and Company‘s legal function, including consideration of known or suspected .instancesj ot non-compliance with
laws and regulatron and fraud ' ' '

. Reviewing relevant meeting minutes including those of the Board of Directors and Audit Commrttees .

.+ Assessment of matters reported on the Companys whrstleblowrng helpline and fraud register and -the results of

" Management's investigation-of such matters;

.. Identrfymg and testrng journal entries based on 'risk criteria;

« " Testing ofjudgements and assumptions in subjective areas as set out in the key audlt matters, ‘

+  Designing-audit procedures to incorporate unpredictability around the natiure, timing or extent of our testrng, '

+  Testing transactions entered into outslde of the normal course of the Companys business, including notably acquisitions of-

" pusinesses i in the period ' ' ‘ :

. Reviewing the Company's regrster of litigation and claims, Internal Audit reports and compliance reports in so far as they

related to non-compliance with laws and regulations and fraud and

+  Attendance at Audit Committee meetings

There are inherent limitations in the audit procedures described above. We are less likely to become aware of instarices of non-
compliance with laws and regulations that are not closely related to events and transactlons reflected in the financial statements Also,
the risk of not detectrng a material mlsstatement due to fraud is higher than the-risk of not detecting one resulting from error, as fraud

may involve deliberate concealment by, for example, forgery or intentional misrepresentations, or through collusion.

~ Our audit testing might include testing complete populations of .certain transactions and balances, possibly using data auditing
techniques. However, it typically involves selecting a limited number of items for testing, rather than testing'complete populations. We
will often seek to target particular items for testing based on their size or risk characteristics. In other cases, we will use audit sampling

_ to enable us to draw a conclusion about the population from which the sample is selected.

A further description of our responsibilities for the audit of the financial statements is. Iocated on the FRC's website at: www.frc. org.uk/

audltorsresponsrbllrtres This description forms part of our audltors report.

Use of this report . ‘ - ) )

This report, including the opinions, has been prepared for and only.for the company's members as a body in aqcordance with Chapter
3 of Part 16 of the Companies Act 2006 and for no other purpose. We do-not, in giving these opinions, accept or assume responsibility
for any other purpose or to any other person to whom this report is shown or into whose hands i_t may come save where expressly

agreed by our prior consent in writing:

Other required reporting.
‘Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if, i our opinion:

. we have not obtarned all the information and explanatrons we require for our audit; or .
+  adequate accounting records have not been kept by the company, or returns adequate for our audit have not been recelved

from branches not visited by us; or

.
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« certain dlsclosures of dlrectors remuneration specn" ied by law are not made; or

. the ﬁnancual statements are not in agreéement with the accounting records and returns

We have no exceptions to report arising from this responsibility.

Appointment
. FolloWing the recommendation of the Audit Comrﬁittee, we were éppointed-by the members on 25 May 2022 to éudit the financial

" statements for-the year ended 31 December 2022 and subsequent financial periods. The period of total unihterrupted engagement is

two years, covering the years ended 31 December 2022 to 31 December 2023.

Thomas Robb (Senior Statutory Auditor) -

for and on behalf of. F’riqewat’erhouseCobpers LLP
Chartered Accountants and Statutory Auditors
London ‘
-19 March 2024
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. THE PRUDENTIAL ASSURANCE .COMPANY LIMITED

Profit and Loss Acbo_Unt for the year ended 31 'December‘2023 '

Long-term Business Technical Account

Gross premiums written
Outward reinsurance premiums
Earned premiums, net of reinsurance -

Investment income
“Unrealised (losses) / gains on investments
Other income

Claims paid
Gross amount
) . A ) Reinsurers’ share
Claims paid, net of reinsurance :

Change in provision for claims

' . Gross amount
Reinsurers’ share
Claims incurred, net of reinsurance

Change in Iong-term business provision
Gross amount

-Reinsurers’ share- .

Change in technical prowsmn for linked Ilabllltles net of

reinsurance -

Change in other technical provisions, net of reinsurance

Net operating expénses
Investment expenses and charges
' Tax attributable to the long-term business

Transfer (to) / from the fqnd for future appropriations

Balance on the long-term business technical account

-The accountlng policies on pages 38 to 48 along with the accompanymg notes on pages 48 to 113 form an .

integral par‘( of the fnancnal statements
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. 2022 Note
2023 Restated
£m £m
7,746 6309 2
(445) (455)
7,301 5,854
7,278 5968 3
(48) (18,428)
17 - —
' (12,749) (12,030)
447 481
(12,302)  (11,549)
(91) (85)
— (2)
(12,393)  (11,636)
115 13,873
18 . (415)
133 13,458 -
' (533) 13,232
"~ (400) 16,690
(749) 674) . - 5
(283) (360) - 6
(367) 684 7
(62) 2,051
294 149




THE PRUDENTIAL ASSURANCE COMPANY LIMITED

Profit and Loss Account for the year ended 31 December 2023 (continued)

2022

‘Non-TechnicaF Account. . M Rz "Note
£m £m
. Balance on the long-term business techr;lical account ' o . 294 1.49.
Tax credlt/(charge) attributable to the balance on the long-term busmess oo v118 . . ('1 92) 7
technical account . .
.Balar‘\ce on the long-term business technical account before tax M2 (43)
investmentincome et @ 3
. Unrealised gains/(lesses) ori~iAnvestmer'1ts o . . 336 N (1,570)
Other income . s . - 16 . 10 ‘
- Other charges’ : ; B o ' k3) (@
ATotal preﬁt/(lbss) on other activiﬁes B ‘ | c ' T (22) . (1,818)
) ﬁroﬁtl(ioss) on or:dinary activities before tax . i ' . , 390 (1,861)
‘;rax on proﬁU(Iossj on ordinary aet_ivities B B o ' A (1'01) ' 448’ | 7
Profit(loss) for the financial year . - | ' | ) . T2 T{an

Refer to note 1(B) for further-detai/s on restatements for the year ended 31 December 2022

The accounting pO|lCIeS on pages 38 to 48 along W|th the accompanying notes on pages 48 to 113 form an
mtegral part of the financial statements

Note: General Business Technical Account -

'The Company no longer underwrites new non-life insurance contracts directly and its run-off obligations have
been reinsured. As such the non-life busmess is no. longer material enough to requnre the presentatlon of a
technical underwriting account :
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j’HE PRUDENTIAL ASSURANCE COMPANY LIMITED

Statement of Comprehensive Income for the yearénded 31 December 2023

2023 2022 . Note
g o : . 4 . £€m £m ‘
Profit/(Loss) for the financial ‘.year - \ . . 289 (1 ,'413)
Other comprehe‘nsive income/(expens‘e)' ' _ ‘ o
A Actuarlal (losses)/gains.on defined beneft pension schemes : (41) ‘ 23 9
" Deferred tax charge/(credlt) . T : » : 10 (6) .
_ Transfer from/(to) the fund for futu‘re'appropr'iations I o 12 ’ B 1 '
- Total other comprehensive (expense)/mcome for the fmanclal year, ' ‘
_net of income tax (19) 18

Total comprehenswe |ncomgl(expense) for the financial year-' - 270 ‘ (1,395)

T

_ The accounttng policies on pages 38 to 48 along with the accompanying notes on pages 48 to 113 form an
|ntegral part of the financial statements.
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" THE PRUDENTIAL ASSURANCE COMPANY LIMITED -

-St_ate'ment of changes in equity for the year ended 31' Décember 2023

-Share * Other Proftand  : Total.

Capital - reserves” loss -
' 4 account .
E gm . £m £m £m
Balance at 1 January 2022 o 330 . .536 3,812 - 4,678
Loss for the financial year R = = (1,413) (1,413)
Oiher-co‘mprehensive income for the financial year ©°  — .- — 18 - 18
Total comprehensive expense for the financial year — = - (1,395)  (1,395)
Dividends I , — L — . (500) (500)
" Total distribution to owners, recognised directly in - — ‘ (500) (500)
-equity o ‘ ' . '
. Balance as at 31 .December 2022 Co 330 536 - 1,917 .. 2,783
Balance as at 1 January 2023 - o 330 536 . 1,917 2,783 .
Profit for the financial -year. B ' = — 289 . . 289
Other corhprehensive expense for the financial year ~ — - -(19) . (19)
Total comprehensive incqme for the financial year L= : — 270 - . 270
. Dividends - - = — (500)  (500)
Total distribution to owners, recognised directly in — — (500) . © (500),
equity . . N ) : . . h
4Othér‘n‘10veménts ) ' o= = 2 2.
. Balance as at 31 December 2023 . 330 - ' 536 1,689 = - 2,555

*Other reserves are cabital reserves relating to 'the acquisition of Scottish Amicable Life Assurance Society in
1997.. s ' ‘
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THE PRUDENTIAL ASSURANCE COMPANY LIMITED

Balance sheet as at 31 December 2023
Assets :

Investments .
"~ Land and buildings

_Investments in group undertaklngs and participating mterests ‘

Other fnanC|a| investments -

" Assets held to cover linked liabilities

" Reinsurers’ share of technical provisions

' Long-term business provision

Claims outstanding

Technical provisions for linked liabilities

Debtors
Debtors arlsmg out of dlrect insurance operations
Pollcyholders ‘ _
Debtors arising out of reinsurance operatlons .
Deferred tax asset . '
Other debtors -

. .Other assets :
Cash at bank and in hand
Finance lease assets

' Pension asset

Prepayments and accrued income
"A'ccrued interest and rent
Defe(red acquisition costs: long-term business
" Accrued external dividends receivable
Other prepaymeﬁts and accrued.income

Total Assets

- 36

2022 -

2023 Restated
£m fm
6,214 _ 6,756
. 4,628 6,181
. 132,490 - 132,848
143,332 145,785 -
10,973 10,567
1798 780
64 . 122 -
5,330 5,062
6,192 5,964
27 20
14 25
436 453
397 556
874 1,054
‘829: 875
.42 42
13 23
884 940
532 510
5 9 -
14 11
172 158
723 688
162,978 164,098

’ Noté

12,

13 .
14

15

16

18

12



THE PRUDENTIAL ASSURANCE COMPANY LIMITED

Balance sheet as at 31 December 2023 (contmued)'

Equity and Liabilities o T .+ 2022  Note
' o . : .- 2023 Restated
. » fm -Em .
- Capital and reserves . . ’ .
‘Share capital - o o L 330 330 . 20
- Other reserves - : IR 53 - 536 :
Profit and loss account - 4 B . 1,689 1,917
'Sharehollders’ funds — equity interests I o 2,555 2,783 - 2
Fund for f_uture appropriatiohs L o , 14,927 1-4',877 26 -
Technical provision'e . S ‘ .
Long-term business provision : R © 119,243 118,967 26
Claims outstanding o . 942 -, 919 8
) Unearned revenue. prowsmn ’ . 1 3 '
Total technical provisions - . © 1 .120,186 119,889
Techhical provisions for Iinked Iiabili.ties ' _ " 16,303 ‘15,630 26
Provisions for other risks and charges . : : . Lt
Deferred taxation’ : . 345 A 465 7
Obligations under finance leases. A B 9. 10 ,
Other provisions . e 6 27 21
360 . 502
Deposits received from reinsurers ‘ 111 - 146
Creditors i o
Creditors arising out of direct insurance operations - 101 103
Creditors arising out of reinsurance operations ’ o+ 196 177
Amounts owed to credit inetitUtions . 7,031 9 740 22
Other creditors including taxation and social security - 1,062 . 1,008 - 23
. . ) - 8,390 11,028 '
Accrual_s and deferred income . o ‘ ‘ 1‘4.6 143
Total equity and Liabilities - - : 4 162,978 164,998 .

. 'R’efer to note 1 (B) for further details on reétatements for. the year ended 31 December 2022. A

The. accountlng policies on pages 38 to 48 along W|th the accompanylng notes on pages 48.t0 113 form an
integral part of the financial statements.

The fnanmal statements on pages 32 to 113 were approved by the Board of dlrectors on 18 March 2024 and
were sugned on its behalf by

S Horgan
Director
19 March 2024

Registered No: 15454
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THE PRUDENTIAL ASSURANCE COMPANY LIMITED

" 'Notes on the financial statements

1. Accounting policies

'A.' Company Information .

The Prudentlal Assurance Company letted (the Company) is a private limited company, lncorporated and
) reglstered in England and Wales. .

The address of its regis‘tered-ofﬁce is 10 Fenchurch Avenue, London EC3M 5AG.
B. Basis of Preparation '

The financial statements are prepared in accordance ‘with Part 15 of the Compames Act 2006 (the Act) and
Schedule 3 of The Large and Medium-sized Companies and Groups (Accounts and Reports) Regulations
A2008 (the - Regulatlons) The financial statements are prepared in accordance with Financial Reporting
Standard 102, the Financial Reporting Standard applicable in the UK and Republic.of Ireland (FRS 102) and
Financial Reporting Standard 103, Insurance Contracts (FRS 103), and have been prepared under the -
historical cost accounting rules, modified by the reoogmtlon of certain financial assets and liabilities measured
at fa|r value. : =

The Company has taken advantage of the exemption afforded by s400 of the Companies Act 2006 and not .
‘prepared consolidated financial statements. This is on the basis the Company's ultimate parent undertaking,
M&G plc includes the Company in its consolidated financial statements. Accordingly, the financial -statements
present information about the Company as an individual undertaklng and are not consolldated

Details of where to obtain copies of the consohdated financial statements of M&G pIc are dlsclosed in note 24,
In these financial statements, the Company is considered to be a quallfytng entlty under FRS 102 and has
, applled the exemptlons available in respect of the’ foIIowung dlsclosures

. Cashﬂow Statement and related notes )
+ Key Management Personnel Compensatlon and
* Related party transacttons with wholly owned subS|d|ary undertaklngs of the M&G plc group.

As the consolidated financial statements of M&G plc include the equivalent dlsclosures the Company has also
. taken the exemptions available under FRS- 102 in respect of certain dlsolosures required by FRS 102.26 Share o
'Based Payments (FRS 102. 26) .

AThe financial statements are prepared in pounds sterling (£) which is the functional currency of the Company
and are rounde'd to the nearest million (Em).. )

The principal accounting poIrcres applied in the preparation of these fnancral statements are set out below
These policies have been con5|stently applled to all the years presented unless othen/vlse stated '

The preparatron of the financial statements reqwres the use of certain critical accounting estlmates It also
requires management to exercise its judgement in the process of applying the Company’s accounting policies.
The -tables below set out the areas involving a hlgher degree of judgement or complexrty, or areas where
assumptions and estlmates are significant to the financial statements. o . .
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THE PRUDENTIAL ASSURANCE COM PANY' LIMITED

Notes on the financial statemehts (continued)

Critical accounting judgements

insurance and
investment contracts

significant insurance risk to be accounted for
as insurance contracts. Judgement is required
to determine whether contracts written by the
Company transfer significant insurance risk.
Judgement is also required in the case of
certain contracts, both
insurance, which provide an additional benefit
over and above the guaranteed benefits to

determine whether they meet the criteria to be |

considered - as

discretionary participation
features. :

investment and|

Financial statement ~ |Key judgement Accounting policy
area _ S ‘ :
Classification of FRS 103  requires contracts that transfer C

"|Recognition of
deferred tax asset

FRS 102 requires deferred tax asset to be
recognised to the extent that it is probable that

sufficient taxable profit will be available against|
" lwhich the deductible temporary differences,
and the carry-forward of unused tax credits ‘

and unused tax losses can be utilised.
Judgement is required to determine the extent

_{to which future taxable profits emerge.

Sources of estimation uncertainty

[Financial statement:
asset or liability -

Key estimate and assumptlons

Accounting policy

Note -

" |Long-term business
provision

‘| mortality,

When measuring. insurance contract liabilities,
a number of assumptions are applied to
estimate future amounts due to the
policyholder. .

For policyholder annuity Ilabllltles the areas
wheré the assumptions could have a material
impact are the assumed rates of- policyholder
maintenance expenses and the
valuation rate of interest.

For policyholder-liabilities other. than annuities,
determining the allowance for persistency and
maintenance expenses are areas where the
assumptions could have a material impact.

26

Equity securities and
pooled investment
funds, investment
property and loans

level 3 in the fair value hierarchy are

-|determined based on inputs which are not

directly observable in the' market requiring a
high degree of estimation which could result in
a significant change to the valuation. This
includes the determination of the spread
above risk free rate applied to value
residential ground rents that are impacted by
the recent UK Government consultation which
potentially restncts future income on these
assets.

The fair value of financial assets classified-as| " -

28

Defined benefit,
‘| pension schemes
asset/liability

The wvaluation of defined benefit pension
scheme liability (resulting in either a surplus or
deficit on the scheme) is calculated using
actuarial valuations which
number of assumptions including discount
rates, inflation rates, and expected future
mortality. Due to the long-term nature of the
schemes, the value of the pension scheme

obligation is sensitive to these assumptions.

incorporate a|
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THE PRUDENTIAL ASSURANCE COMPANY LIMITED ‘

Notes on the financial statements (continued)

Going Concern

The directors have a reasonable expectation that the Company will be able to continue in operatronal
existence for at least 12 months from the date of approval of these financial statements and thus continue to
adopt the going concern basis of accounting. This conclusion has been based upon the following:

«  The Company is a subsidiary within the M&G plc group (the Group) and it and its ultrmate parent
company are contlnumg to trade proftably on an operating profit basis and there are no plans for
liquidation. M&G plc and the Company have put in place intra-group arrangements to formalise
circumstances in which capital support would be made available by M&G plc. The drawdown of
- support would be triggered by a breach of pre-specified solvency conditions in the Company While it
is considered unIlker that such support will be required, the arrangements are |ntended to provrde
additional comfort to the Company and its policyholders.

« The Company has a satlsfactory capital surplus, generates positive I|qurd|ty from its shareholder
business, and has very low debt-financing.- Consideration has also been given to the CompanysA
performance, the market in which it operates, its strategy and risks and uncertainties, as set out in the
Strategic Report on pages 2 to 14. The management of financial risk is set out in note 28, including the
Company's exposure to credit risk and liquidity risk which it carefully manages through cash flow

. forecasting and fund management .

“»  To satisfy themselves of the appropriateness of the use of the going concern assumption in relation to -
these financial statements, the directors have assessed the future prospects of the Company, by

' bonsrdenng the business plan that includes the cash flow forecasts, for at least the next 12 months
from the date of signing these financial statements, various market scenarios as well as changes in

the Company's principal risks. In addition, the directors have also considered the results of reasonably

. plausible severe downside scenarios to assess the potential implications on the Company's ‘solvency
and liquidity. The results of these assessments demonstrated the ability of the Company to meet all
obligations .and future business requirements. In addition, these assessments demonstrated that the
Company was able to remain above its regulatory solvency requirements |n reasonably plausible
severe downside scenarios. ‘

« In addition, we assessed the strength of our solvency position to withstand any potential legislative .

change that may result in the value of the residential ground rent portfolio falling to close to nil as a

- result of the Government implementing the 'peppercorn cap' described in the Department for Levelling

up, Housing and Communities’ recent corsultation on residential ground rents. This is explalned
further in note 28, page 86. :

For- these reasons, the directors continue to adopt the going concern basis in preparlng these financial
statements.

Restatements to prior year

The Company has chosen to adopt IFRS 9 to align wrth the Group (see note 1 F). The Company has applled
IFRS 9 retrospectively and restated comparative information for the year ended 31 December 2022. The
adoption of IFRS 9 for PAC has changed the classification and measurement of the. loans portfolio to Fair
‘Value Through Profit and Loss (FVTPL) rather than amortised cost under IAS 39. :

_The Company has chosen to reclassify certain Prufund contracts which are sold via wholesale distribution
agreements with certain European financial institutions from investments with discretionary participation
features (dpf) to investment contracts without dpf. The Company now judges that the contracts do.not have
sufficient discretionary participation features (per the Companys classification criteria) as a result of
cancellation rights included in the contracts. These contracts are measured at fair-value through profit and loss
under IFRS 9. The carrying value of these liabilities as at 31 December 2023 is £261m (2022: £127m). The
comparative information for the'year ended 31 December 2022 has been restated accordingly:

The following table sets out the changes to the financial statements.

40



THE PRUDENTIAL ASSURANCE COMPANY LIMITED

Notes on the financial statements (continued)

PreQioust ' E Restated

reported for * 'Adjustment for balance for
.year ended . . reclassification .year ended
, . 31st- Adjustment of investment 31st
o . ’ .~ December forIFRS 9 contracts with December
. Financial statement item : .. 2022 - Adoption to without dpf 2022 :
. Profit & Loss ' £fm £m £fm - £m
Gross premiums writen ~ © . 6,440 ' (131) "~ 6,309
Unrealised (losses)/gains on investments (18,341) e 4 (18,428)
Claims paid - gross amount . (12,033) ' 3 (12,030)
‘Change in Iong-term businéss provision - : : ' ‘
~ gross 13,712 -39 122 - 13,873 .
Change in technlcal prowsmn for linked, - o o
liabilities 3,230 . . 2 3,232
Transfer from/(to) fund for future = . , '
appropriations o 1,999 © . 52 . 2,051
Balance sheet : . .
Other financial investments _ 133,066 ©(91) (127) 132,848
Assets held to cover linked liabilities - 10,440 127 10,567 -
Fund for future appropriations - 14,929 . (52) : o : 14,877
Long-term business provision -~ 119,133 (39) '(127) 118,967
" Technical provisions for linked liabilites - 15,503 127 15,630

.C. Long-term Business - .

i "Classification of insurance and investment contracts

The measurement basis of long-term-business contract liabilities is dependent upon the classification of the
- contracts under FRS 103 as either insurance contracts (if the level of insurance risk is significant), or
investment contracts (if the risk is insignificant). Judgement is applied in assessing whether the features of a -
contract gives rise to the transfer of significant insurance risk. This assessment is based on if there is at least
one scenario where the amounts that could be payable under the contract represent 10% or more than the
amounts payable if the insured event does not occur. This judgement is made at |ncept|on and is not rewsnted

_A further distinction is made between investment contracts ‘with and without discretionary participation
features. Discretionary participation features (DPF) represent the contractual right to receive additional profit-
sharing benefits as a supplement to guaranteed benefits that: (i) are likely to be a significant portion of the total
contract benefits; (i) have amount or timing contractually at the discretion of the insurer; and (iii) are _
contractually based on asset or fund performance.The additional discretionary benefits are significant when
they are expected to be at Ieast 5% of the totaI contractual benefits. This judgement is made at inception and

_ is not revisited. :

The Cdmpany’s insurance contracts include protection type and annuity contracts; protectionAtype policies are
non-profits.and annuity contracts are both non-profits and with-profits.

Investment contracts with DPF including PruFund are all with-profits.

Investment contracts without DPF include certain unit-linked and similar contracts written by the Company.
Certain PruFund contracts which are sold via wholesale distribution agreements with certain European
financial institutions and that are not considered to have sufficient dlscretlonary part|C|pat|on features are also

|ncluded in investment contract Ilab|I|t|es without DPF.

Insurance contracts and investment contracts with DPF are accounted for under FRS 103. Investment
contracts without DPF are accounted for as financial liabilities under FRS 102.12 Other Financial Instruments
and, where relevant, the provisions of FRS 102.23 Revenue in respect of the attaching investment
management features of the contracts. '
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Some contracts written by the Company allow policyholders to invest in both with-profits and unit-linked funds.
The Company accounts for the components of these hybrid contracts as if they were separate contracts on the
basis that the underlying investment:options give different outcomes’ to the policyholder and place dlfferent i
obligations on the Company. . ’

The provisions for investment contracts W|thout 'DPF and |ndex-llnked annuities are included in Techmcal.
Provisions for Linked Llabllltues in the balance sheet.

ii. . Technical account treatment

Premiums for conventional with-profits policies, annuity business and other protection type life insurance are
accounted for when due. For unit-linked business and unitised with-profits policies, premiums are accounted-
“for when the liabilities arising from the premiums are recognised. Premiums exclude any taxes or duties based
on premiums. Policy fees charged on unit-linked and unitised with-profits policies for - mortality, asset
management and policy administration. are recognised as revenue as related services are provided. Pensions
annuity contracts that vest dunng the year are |ncluded in claims incurred and _premium income at the annuity
purchase price.

Claims paid include maturities, annuities; surrenders and death claims. Maturity claims are accounted _for on .
the policy maturity date. Annuity claims are accounted for when the annuity becomes due for payment.
Surrenders are accounted for when paid and death claims when notified.”

The accounting treatment for investment contracts without DPF reflects the deposit nature of the arrangement
with premiums and claims reflected as deposits-and withdrawals. taken directly to the balance sheet as a
movement on the investors’ liability with the long-term technical account reflecting fee income, expenses ‘and
taxation on these contracts. The fee income is recognised over time as the services are rendered.

Bonus additions made. to policies are included in the change in the long-term business provision or, where the
‘policy.is no longer in force, in claims incurred. Shareholder profits arising from traditional with-profits business
are 1/9th of the annual and final bonus distributions. Under FRS 103, shareholders’ transfers are recognised
only on declaration. Unlike traditional with-profits products, no regular or final bonuses are declared for
PruFund contracts. Policyholder return-is determined by an Expected Growth Rate (EGR) which is declared

each quarter. The shareholder transfer only.crystallises at the point when a claim is paid to the policyholder ) o

and is up to 1/9th of the dlfference between the pollcyholder payout and the premium(s) pald

The fund for future appropriations (FFA) is the unallocated surplus of the with-profits fund and represents the -
excess of assets over policyholder liabilities that have yet to be appropriated between policyholders and
shareholders: The FFA is recorded wholly as a liability with no allocation to equity. The annual excess
(shortfall) of income over expenditure. of the with-profits fund, after declarat_ion and attribution of the cost of
. bonuses to policyholders and shareholders, is transferred (to) from the FFA each year through -a (charge)
_ credit to the income statement. The balance retained in the FFA represents cumulative income arising on the
with-profits business that has not been allocated to pollcyholders or shareholders. '

For non-profit and investment Ilnked businéss, the proﬁts are a modified form of cash flow profits on the basis .
of income less outgoings'less movernent in reserves. The accounting modifications relate to deferred income,
as described above. = '
iii. Measurement of Iong-term business provisions and technical provisions for linked liabilities

_ The assumptions used to calculate the long-term business provisions are described in note 25.
Valuation of the With-Profits Fund's liabilities
The Company performs adequacy testing on its liabilities in respect of insurance contracts and investment
contracts with discretionary -participation features to ensure that the carrying amounts (net of related deferred

acquisition costs) are sufficient to cover current estimates of future cash outflows. Any defmency is
immediately charged to the long-term technlcal account. .
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The Company applies FRS 103, which requires with-profits funds to use the realistic value of liabilities as the
basis for the estimat_ed value of the liabilities to be included in the financial statements.

Realistic reserves are established using best estimate assumptions, and taking |nto account the Company’s
regulatory duty to treat its customers fairly.

The realistic value of liabilities is calculated as:
" (i) -a with-profits benefits reserve (WPBR); plus
(i) ~ future policy related liabilities (FPRL).

' The WPBR is the main component of the product related liability, and is mainly determined using a
retrospective asset share calculation.

Asset shares are calculated by rolling up the premiums paid (net of expenses and charges), using the actual
investment returns earned on the with-profits fund. The assumptions used within the asset share calculations
are consistent with those that are used to determine policyholders’ bonuses. A number of adjustments are
made to reflect future expected policyholder benefits and other outgoings.

For certain classes of business a prospective bonus reserve valuation is performed instead, valumg future
claims and expenses using the expected future bonus rates.

The FPRL includes a market consistent valuation of the costs of guarantees, options and smoothing. This is
determined using stochastic modelling. In line with FRS 103 requirements, the non-profit annuities business
within the With-Profits Fund is valued on the statutory basis, i.e. including margins for adverse deviations (as
set out in "Valuation of annuity contracts"). The with-profits ‘liabilities are valued on a realistic basis and
therefore allow for future enhancements to the policyholders. Following this approach unadjusted would lead to
an inconsistency in the net assets, as such, the present value of future profits ‘from the relevant non-profit
annuities is applied as an adjustment to the with-profits liabilities. Annually, when the enhancements to asset
shares are committed to, the value of the enhancements is transferred from the FFA of the With-Profits Fund to
with-profits liabilities. For the former SAIF business, the realistic liability calculation includes the value of the
liability for the Final Relevant Policies Enhancement (FRPE), which is a percentage uplift to SAIF with-profts
policies; applied at point of claim. The FRPE was calculated at the point SAIF merged with the with-profits sub
fund (WPSF), in order to fully distribute the remaining surplus assets in SAIF back to its with-profits
policyholders.

' Valuation of annuity contracts and other long-term business

The majority of the policyholder liabilities in the “annuities and other long-term business” component relate to
annuity contracts. The annuity liabilities are calculated as the expected value of future annuity payments and
expenses, discounted by a valuation interest. rate, having prudent regard to the assumptions used. The
primary assumptions required are in respect of policyholder mortality, credit assumptions within the valuation
interest rate, and future expense levels. ' ;

Valuation of unit-linked contracts

For unit-linked contracts, the attaching liability reflects the unit value obligation (using actuarial funding where
relevant) and, in the case of contracts with significant insurance risk which are therefore classified as
insurance contracts, allowance for expense, persistency, and mortality risk. The latter component, calculated
using a discounted cashflow approach (non-unit reserves), is determined by applying mortality assumptions on
a basis that is appropriate for the policyholder profle and including a margin for prudence in the mortallty,
persistency, and expense. assumptions. .

Investment cpntracts without discrétionary participation features

Investment contracts. without DPF, such as unit-linked savings and similar contracts, are accounted for as
financial instruments. This treatment reflects the deposit nature of the arrangement, with premiums and claims
reflected as deposits and withdrawals and recognised directly on the statement of financial position as
.movements in the financial liability. These investment contracts are classified as financial instruments and .
designated as FVTPL because the resulting liabilities are managed, and their performance is evaluated on a
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fair value basis. For unit-linked contracts, the fair value of the liability is equal to the unit value obligation. The
Company incurs various incremental, directly attributable ‘acquisition costs relating to the investment .
management element of these contracts which are capitalised and amortised in line with the related revenue. If
the contracts involve upfront charges, this income is also deferred and amortlsed through the income
statement as the service is provided in accordance with FRS102.

D.  General Business

The Company no longer underwrites general business directly and its run-off obligations have been reinsured
externally. . Claims incurred’ comprise the settlement and ‘handling costs of paid claims arising from events

_ occurring in the year and adjustments to prior years’ claims provisions. Outstanding claims comprlse claims
incurred up to but not paid at the end of the financial year whether reported or not.

E. Reinsurance

In the normal course of business the Company seeks to reduce loss exposure by reinsuring certain levels of
risk in various areas of exposure with other insurance companies or reinsurers. An asset or liability is
recognised in the balance sheet representing payments due from or premiums due to reinsurers and the
reinsurers' share of technical provisions. The measurement of reinsurers' share of technical provrsrons is
consistent with the measurement of the underlying dlrect insurance contracts

If a reinsurance asset is impaired, the Company reduces the carrying amount accordingly and recognises that
impairment loss in the income statement. A reinsurance asset is impaired if there is objective evidence, as a
result of an event that occurred after initial recognition of the reinsurance asset, that the Company may not
receive all amounts due to'it under the terms of the contract, and the event has a reliably measurable impact
on the amounts that the Company will receive from the reinsurer.

F. Investments

Investment income and realised and unrealised galns or losses in respect of Iong -term business are included
in the long-term business technical account. Other investment:income and realised and unrealised gains or
losses are included in the non-technical account. Investment income comprises interest income, rental income,
dividends and foreign exchange gains and losses. Interest income is recognised as it accrues on an effective
interest basis. Dividends on equity securities are recognlsed on the ex-dividend date and rental income is -
recognised on an accruals basis. .

Realised gains or losses are determined as the difference between net proceeds on disposal and the purchase -
price. Movements in unrealised gains. or losses comprise the change in the value of investments held at the
balance sheet date and the reversal of unrealised gains and losses recognlsed in earlier accounting periods in
respect of investment disposals.

Investments in grOUp undertakings and participating interests are carried at fair value through profi't and loss.
The Company's long-term business’ investments are taken to the technical account while the shareholder
investments are taken to the non-technical account. : :

The Company has chosen to account for its financial instruments in accordance with FRS 102.11.2(c) which .

~ applies the recognition and measurement provisions of IFRS 9 with the disclosure requirements of FRS 102.11
and FRS 102.12 Other Financial Instruments (FRS 102.12). The Company has chosen to replace IAS 39 with
IFRS 9 to align with the Group. The Company has applied IFRS 9 retrospectlvely and restated comparative
mformatlon for the year ended 31 December 2022,

Upon initial recognition financigl investments are recognised at fair value. Subsequently, the Company is
permitted, subject to specific criterid, to designate its investments as either financial investments at fair value
through profit and loss, fair value through other comprehensive income or amortised cost. The Company does
not hold any assets measured at fair value through other comprehensrve income. The Company holds
financial investments on the following bases:

(i FlnanC|aI investments at fair value through profit and loss - this comprises assets designated by
management as fair value through profit or loss on inception and derivatives. These investments are
-valued at fair value with all changes thereon being recognised in the profit and loss account. The
Company uses bid prices to value its quoted financial investments. Actively traded investments without
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quoted prices are valued using external broker bid prices. If there is no active established market for
an investment, the Company applies an appropriate valuation technique such as discounted cashflow
model. Further information on valuation techniques is provided in note 28 (A).

(il) Amortised cost - these comprise investments that have fixed. or determinable payments and are not
designated as fair value through profit or loss. These investments include deposits and other
receivables. These investments are carried at amortised cost using the effective interest method and
are subject to impairmernit reviews. The Company measures.the amount of the impairment loss by
comparing the amortised cost with the present value of its estimated future cashflows discounted at
the original effective interest rate. If, in subsequent periods, an impaired receivable recovers in value
(in-part or in full), and this recovery can be objectively related to an event .occurring after the
impairment, then the previously recognised impairment loss is reversed through the income statement
(in part or in full). Impairment losses on financial assets measured at amortised cost are measured
using an expected credit loss impairment model. Impairment losses representing the expected credit
loss in the next 12 months are recognised uniess there has been a significant increase in credit risk
from initial recognition, in which case, lifetime expected losses are recognised.

Equity release mortgage loans of the Company have been designated at fair value through profit or'loss as this
loan portfolio is managed and evaluated on a fair value basis and these are included within loans in the
balance sheet. The Company accounts for the equity release outstanding mortgage. loans as financial assets
designated at FVTPL on the statement of financial position and the value of the no negative equity guarantee
(NNEG) is included in determining the overall fair value of the loans. The existence of the-NNEG is not
sufficient. for the equity release mortgage loans to transfer significant insurance risk to the Company, and
therefore the equity release mortgages are not considered an insurance contract.

Basic financial assets, including deposns with cedlng undertakings, debtors arising out of direct insurance or
reinsurance operations, other debtors and cash are initially recognised at transaction price plus attributable
transaction costs. Subsequent to initial recognition they are measured at amortised cost using the effective
interest method and subject to impairment reviews where appropnate .

The Company uses derivatives for the purpose of efficient portfolio management or the reduction in investment
risk. In so doing, the Company obtains cost effective and efficient exposure to various markets to manage
exposure to interest rate, currency, credit and other business risks. Derivatives are carried at fair value with
movements in fair value being recorded in the long-term technical account or non-technical account The
Company has opted not to apply hedge accounting to derivatives. .

Properties are carried at fair value, with changes in fair value included in the profit and loss account in
accordance with FRS 102.16 Investment Property (FRS 102.16). Properties are valued annually, by a number
of different professional external valuers using the Royal Institution of. Chartered Surveyors valuation
standards. On disposal of an investment:property, the difference between the net proceeds received and the
carrying amount is recognised in the income statement

In accordance with the provisions of Schedule 3 of the regulations, there is a requirement to show the net book
~ value of properties on a historical cost basis in a note to the financial statements. Leasehold properties are
depreciated over forty years, or if the lease is less than forty years, over the length of the lease.

Leases of investment property where the Company, as lessee, has substantially all the risks and rewards of
ownership. are classified as finance leases (leasehold property). The finance leases are capitalised at the
lease's inception at the lower of the fair value of the leased property and the present value of the minimum
lease payments. Finance leases are subsequently measured at fair value. Where the Company is a lessor a
finance lease asset equal to the net investment in the lease, is presented on the face of the balance sheet.
This represents the Company's gross investment in the lease (minimum lease payments receivable and any
unguaranteed residual value accruing) discounted by the interest rate implicit in the lease.

The Company policy on derecognition of financial assets is to only derecognise when it is deemed that -
substantially all the risks and rewards of ownership have been trarisferred.
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G.. Financial Liabilities

Financial liabilities are designated as either fair value through proft or loss, amortlsed cost or investment
contracts with DPF accounted for under FRS 103

The Company holds financial liabilities on the foIIowing bases:

(i) Financial liabilities at fair value through profit or loss these comprise derivatives, investment contracts -
without DPF and certain creditors. Derivative liabilities and certain creditors are valued at fair value
with all changes thereon being. recognised in the profit and loss account. The accounting policy for
investment contracts without DPF is described at section C above.

(u) Financial liabilities that are not valued at fair value through profit or loss and are. not lnvestmentA
_contracts with DPF are mainly creditors shown at settlement value.

(iii) Investment contracts with DPF. The accounting policy is covered at sectlon C above.

The Company's policy on derecognltlon of fnanmal liabilities is to derecognise onIy when the obligation
. specified in the contract is dlscharged cancelled or has expired.

H. . Securities lending and reverse repurchase agreements

The Company is party to various securities lending agreements and repurchase agreements. under which

securities are transferred to third parties on a short-term basis. The transferred securities are not
derecognised; rather, they continue to be recognised within the appropriate investment classification. The
. Company’s policy is that collateral in excess of 100% of the fair value of securities loaned is required from all
securities’ borrowers and typically consists of cash, debt securities, equity securities or letters of credit. '

In cases where the Company takes possession of the collateral under its securities lending programme,
including ‘cash .collateral which is not legally separated from the Company, the collateral and corresponding
obllgatlon to return such collateral, is recognlsed as a financial liability in the statement of financial position.

The Company is also party to various reverse repurchase agreements under which securities are ‘purchased
from third parties with an obligation to resell the securities.. The securities are not recognised as investments
on the statement of financial position. The right to receive the.return of any cash paid as purchase
consideration plus interest is recognised as a financial asset in the statement of financial position. -

.  Tax

Tax on the profit or loss for the year comprises eurrent and deferred ta)k, The UK HM Revenue & Customs
" rules for taxing long-term business are significantly different to those applying to non-insurance companies and
the different classes of business written by the Company are themselves subject to distinct rules.

Current tax is the expected tax payable on all taxable profits arising in the current year, using tax rates enacted
or substantively enacted at the balance sheet date, plus any adjustment to tax payable in respect of previous
years. Taxable proﬂts have been calculated using accountlng proft orloss as a startlng p0|nt

financial reporting purposes and the amounts used for taxation purposes. Deferred tax is measured at the tax
rate that is expected to apply to the reversal of the related difference, using tax rates enacted or substantively
enacted at the balance sheet date.

‘Unrelieved tax losses and other deferred tax assets are recognised only to the extent that it is probable that
they will be recovered against the reversal of deferred tax liabilities or other future taxable profits. Except
where otherwise required by accounting standards, full provision for deferred tax without discounting is made
for all timing differences which have arisen but not reversed at the balance sheet date.

The total tax charge inherently involves a degree of estimation and judgement. The positions taken in tax
returns, where applicable tax regulation is subject to interpretation, are recognised in full in the determination.
of the tax charge in the financial statements if the Company considers that it is probable that the taxation
authority will accept those positions. Otherwise, the Company considers an uncertain tax position to exist and
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a provision is recognised to reflect that a taxation authority, upon review of the positions, could alter the tax
returns. From recognition, the provision is measured based on management’s judgement and estimate of the
likely amount of the liability, or recovery by providing for the single best estimate of the most likely outcome or.
the weighted average expected value where there are multiple possible outcomes, taking into account external
advice where appropriate. ‘Each uncertain tax treatment is considered separately or together as a group,
depending on management's judgement as to which approach better predicts the resolution of the uncertainty.
It is assumed that tax authorities will examine the uncertain tax treatments and they have full knowledge of all
related information. The judgments and estimates made to recognise and measure the effect of uncertain tax
positions are reassessed whenever circumstances change or when there is new information that affects those
judgments.

J. ‘ Foreign Currency

Monetary foreign curréncy assets and liabilities are translated at the year end exchange rates and foreign
currency transactions are translated into the functional currency using the spot exchange rates at the dates of
the transactions. Exchange differences are included in the profit and loss account.

K.~ Defined benefit Qens}ién schemes

The'Com'pany applies the requirements of FRS 102.28 Employee Benefits (FRS 102.28). The M&G plc group -
operates three defined benefit pension schemes. These include the Scottish Amicable Staff Pension Scheme
(SASPS) and the Prudential Staff Pension Scheme (PSPS); the entire deficit for SASPS is attributed to the’
Company and a portion of the PSPS surplus is attributed to the Company Further details are disclosed in note
9.

The assets and liabilities of the defined benefit pension schemes are subject to a full triennial actuarial’
valuation using. the projected unit credit method. Estimated future cashflows are discounted at a high quality
corporate bond rate, adjusted to allow for the difference-in duration between the bond index and the pension
liabilities where appropriate, to determine their present value. The difference between the fair value of the
scheme assets and the actuarial value of the scheme liabilities is a surplus or deficit on the scheme. The
Company’s share of pension surplus is recognised to the extent that the Company is able to recover a surplus
either through reduced contributions in the future or through refunds from the scheme.

The aggregate of the actuarially determined service cost of the currently employed personnel, gains and
losses on settlements and curtailments, and the interest on the net defined beneft liability/asset are
recognised in the profit and loss account. .

. The actuarial gains and losses which arise from changes in assumptions, the return on plan assets greater or
less than the discount rate, and experience gains and losses on liabilities are recognised in the statement of
comprehensive income. Actuarial gains and losses also include adjustment for unrecognised pension surplus.

L. Dividend Policy

Interim d|v1dends are recognlsed in the year in whlch they are paid and final dswdends are recognised in the -
year in which they are approved, to the extent that they are unconditional on any future events. Dividends
declared after the balance sheet date in respect of the prior repomng period are treated as a non-adjusting
post balance sheet event.

M. Cash at bank and in hand

The Company applies the definitions of cash and cash equivalents as provided in FRS 102.7 Statement of
cashflows (FRS 102.7) for amounts disclosed under cash at bank and in hand. This consists of-cash at bank
and in hand, deposits held at call with banks, treasury bills and other short-term highly liquid mvestments with .
less than 90 day’s maturity from the date of acquisition.
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N. : Provision's and contingencies

Provrsrons are recognised in the statement of financial position when the Company has a present legal or.
constructive obligation resulting from a past event, it is more probable than not that a loss will be ' made in
“settling the obligation and the amounts can be estimated reIrany : » :

. Provisions are measured based .on managements best estimate of the expendlture required to settle the
‘obligation at the reporting date. Provisions are discounted and represent the present value of the expected
expendlture where the effect of the time value of money is materlal '

Contlngent Irabrlrtles are possrble obllgatlons of the Company where the timing and amount are subject to
significant uncertainty. Contingent liabilities. are not recognised in the statement of financial position.
Contingent liabilities are’ however disclosed, unless they are considered to.be remote. If a contingent liability .
- becomes probable and the amount can be reliably measured it is no Ionger treated as contingent and is
recognrsed asa Ilablhty :

Contrngent assets -which are possible benefts to the Company are only disclosed if it is probable that the
Company will receive the benefit. If such a benefit becomes virtually certain, it |s no’ Ionger consrdered
’ contlngent and is recogmsed on the statement of financial position as an asset. : :

2, Segmental Analysis -

(a) - Long-term business

Premiums and profit '

Balance on the long-term
‘ technlcal account before

' Gross premiums written tax ,
2023 2022 . 2023 ' 2022 .
S : _ £m T fm Em . fm
United Kingdom - - , .. 7,002 - 5760 412 ‘ . (43).
Europe* : . 654 -549 — — '
: ‘ o 7,746 6,309 412 - (43) -
New‘bu'siness ' _
- " Regular premiums ‘. Single premiums.
‘2023 . - - 2022 2023 2022
A o . &m  Em £m. . £m
_United Kingdom ' . - 167 - 129 7,729 . 6,411 -
Europe* S ‘ o 16 10 721 739

183 139 8,450 " 7,150

* Europe business inctudes business underwritten by PIA and re'insured to the Company.

New business amounts include busmess accounted for as |nvestment contracts, as well as msurance
contracts business lncluded wrthm gross premiums written in the income statement -
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2023 - 2022

_ Analysis of premium.income ' ' ' R £m CEm
_ Gross written premiums:- ' - - ' A . .
" Direct : ‘ . . . 7,003 5629
Reinsurance accepted : ‘ ‘ o " 653 680 :
G | 7,746 - 6,309
Analysis of gross direct premiums:- . ,
Individual business a o - 5,945 5,224
" Group contracts - R © 1,148 . 405
‘ ' ‘ o 7,003’ 5,629
Regular premiums . = - S L M - 685
Single premiums | o ‘ 6,482 4,944
' : o S 7,093 5,629
. Participating contracts o . 6,034 . 5137
Non-participating contracts - ' - C 1,059 115
Linked long-term contracts (excluding |nvestment contracts wnthout L
dlscretlonary parhcnpatlon features) . . . — 377
7,093 5629

Direct premlums were written solely in the United Kingdom. The geographlcal analyses of long-term premiums
are based on the territory of the operating unit assuming the risk. Premiums by territory of risk are not

. materially different. Reinsurance accepted is mainly from PIA .

(b)  Shareholders' funds

All shareholders' funds of §2,555m relate to the United Kin’gdom (2022: £2,783m).

3. Investment income .
. Long-term business - Non-technical account
2023 2022 - 2023 2022
, . © £m . fm £m £m
Income from: o o : ' '
Group undertakings . C ' 1,432 - . 261 —_ 3)
"Other investments . e o
Land and buildings : - 442 408 C— ' - .
Other investments ' - 4,226 ©3,938. (21) 89
o , 8,100 . 4,607 (21) 86
(Losses)/gains on loans and receivables - (71 (22) T e ' —
Gains/(losses) on the realisation of investments - ' )

- at fair value through profit and loss other than N L . <
derivatives 18 . 3,031 - (143) . 15
Gains/(losses) on the reallsatlon of derivatives N o . o
— see note 28 , . _ 1,288 «(2,204) - (208) (337)
Exchange gains/(losses) - 17 525 . -1 . —_
Fees for policy administration and asset : :
management services arising from unit-linked . . :
investment contracts : . . - 26 31 _ =

7,278 - 5968 (371) (236) -
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Income of £6,100m A(20_22: £4,607m) is from assets measured at fair value with the exception of interest
income on other receivables which was £1,995m for the year ended 31 December 2023 (2022 (restated):
£221m). The increase in the year is due to interest rate increases and associated. yield curve movements in
the year. . : : .

All gains/(losses) above are from assets measured at fair value wrth the exceptlon of exchange galnsllosses
which are on assets and Ilabllltles measured at amortised cost.

4. Policyholder Bonuses
' Bonuses added to with-profits customers policies during the year are included in the change in the long-term

business provision or, where the policy is no longer in force, in claims incurred. The total cost of bonuses was
- £3,637m (2022: £3,552m).".

5'. Net operatmg expenses
' ' Long-term business
T 2023 2022
£m £m
Acquisiion costs . » - . 126 126
Change in deferred acquisition costs L ' _ 4 - 5
Reinsurance commissions and profit partucnpatlon N R . 3
Admlmstratlve expenses ’ ’ ' 608 © 540
. ' ' 749 674

) Administrative ¢ expenses include commission payments in respect of long-term direct |nsurance business
renewal of £25m (2022: £26m). v .

Administrative expenses are pr|n0|pally recharged from Prudential Distribution Limited, a serwce company
within the M&G plc group. - :

No forelgn.exchange dlfferences have been credited / (charged) to administrative expenses.

Refer to note 10 for Directors emoluments and note 11 for Auditors' remuneration.

Opeérating leases

\

Amounts related to leases relate to office space in London and Readlng under non-cancellable operatlng '
leases.

_The London lease has run since 2002 and ended in September 2022 The Iease was set aS|de and a provrsmn
created for the dllapldatron and decommrssmnmg costs in 2020 (see note 21)

The Reading Iease has run since 2013 and is due to expire in 2030, however there is a break option on that
lease in 2025. Part of the property was.vacated in October 2022 and accordingly the corresponding value of .
the .right of use (ROU) asset has been impaired and a provision created to cover the unavoidable costs
attributable to the vacant portion of property

Total future minimum lease payments under non-cancellable operatlng Ieases are payable in the following
years: v . ]

2023 L 2022 -

. . . . i v , £m . £m
Less than 1 year ' _ o o ' 2. L2
110 5 years B ‘ , o ' 2 4

Total s A . 4 6
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* The total operating lease expense in 2023 was £1m (20.2‘2: £3m),

6. - Investment expenses and charges '
' - ‘ o : - - . Long-term business

2023 2022

£Em £m

Investment management expenses ' I s ' 283 - 353

Interest on bank borrowings : , . ' . —_— ) 7

o ' ' ' ' ' 283 360
7. Tax

The Company is the lead litigant in a combined action against HM Revenue and Customs (HMRC) concerning
the correct historic tax treatment applying-to leldends received from overseas portfollo |nvestments of its
W|th Profits funds. - :

. In February 2018, the Supreme Court heard HMRC s appeal againsf the earlier Court oprpeaI deC|S|0n in the
_Company’s favour. The decision of the Supreme Court released in July.2018 upheld the main-point in dispute
in the Company’s favour but reversed the deC|S|ons of the lower courts on-some practical points of how to .
apply that principle.The Supreme Court issued its order giving effect to its decision in October 2019, stating
any remaining issues of computation be remitted back to the High Court. .

The Company and HMRC are working through the mechanics of implementing the Supreme ‘Court decisions.
To date, this work has led to a reduction in the estimate for policyholder tax credit recoverable, and the
‘associated estimate of interest receivable. As-at 31 December 2023, the company has recognised a total
policyholder tax credit of £114m (2022: £114m) in respect of its claim against HMRC. Of this amount; £40m
(2022: £40m) has been paid by HMRC leaving a tax recoverable balance of £74m (2022: £74m) recorded as
an amount of tax dué from HMRC. The Company will be entitled to interest on the tax repaid. As a result of the
‘COVID-19 pandemic the timing to finalise the issue was further delayed. The Company- has been actlvely
pursuing th|s with HMRC throughout 2023 but’ are still awaiting HMRC s final settlement

* Under the terms of the agreement governing the domestlcatlon of the Company’s prewous Horg Kong branch
in 2014, its previous Hong Kong subsidiary was entitled to a proportionate share of any tax and |nterest
. ultimately paid to the Company. At the balance sheet date the Company is holding a provision of £12m (2022
£12m) in respect of th|s liability which is lncluded within other creditors (see note 23)
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“a) Ta)tcharged/(creditedl

Long-term funds

Shareholders’ Profits:

2023 2022 2023 2022
£m £m " E£m £fm
Current Tax e . o
UK corporation tax e 437 — (38) -
© Overseastax - . S ' . 45 36 - —
Adjustments.in respect of prlor years CY (2). (24) , 1', 1
Total current tax - ; ‘ 480 12 - (37) 1
Deferred tax o - s _ 4
Origination and reversal of tlmmg differences S (113) (696) 20 . (257)
Total-deferred tax ' S . : (113) - (696) '2_0 } - (257)
Shareholders attrlbutable tax in respect of the long- .
term business . _
Current o C B — — 106 32
‘Deferred AT : . — 12 (224)
. Total shareholders’ attributable tax . RN — 118 (192)
Tax charge/(credit) on profit/(loss) on ordinary 101

activities ‘ o : 367

(684)

(448)

Due to the complex nature of the Company’s business, the tax affairs remain open and.subject to challenge by
the tax authorities for a number of years. The adjustment in respect of prior years primarily results from -
changes in assumptlons made in relatlon to earlier perlod tax submlssmns

' b) Factors affectm tax charge/ credlt for the ear’

‘ _Proflt / (Loss) on. ordlnary activities before tax

- Profit / (Loss) on ordinary activities multiplied by effective rate of corporatlon tax

in the UK of 23.52 per cent (2022: effective rate of 19 per cent)

Permanent differences
Adjustment to current tax in respect of preV|ous years
Different tax bases of long-term insurance (current tax)
: lmpact of deferred tax recognlsed at 25% on current year movements
Non-taxable income . '
Tax losses not recognised for DT purpdses
Revaluation of subsidiaries ] ‘
Total tax c'hargel(cred'it) for the year
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2023 2022
£fm £m
390 (1,861)'
92 (354)
33 24
(10) - 3
(1) 7 .
) (96)
— (7)
(2) (7)
) 4)
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(448)
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c) Balance Sheet

Attributable to ' Attributable to

‘Long-termfunds . . Shareholders' funds
2023 2022 2023 2022
. A “fm . E£m .  £m .. £m
" Provision for Deferred Tax . "
Short term timing differences . ' S (8) (5) - =
Unrealised gains - ' 384 522 —_ =
Deferred acquisition costs - o (26) @37 - —_ =
. Pension asset (liability) ‘ ) 2 .3 1 2
Unutilised tax losses PR : .~ (185) (199) (259) . (274)
Undiscounted provision for deferred tax: Irablllty/ o ' . :
(deferred tax asset) L 167 ) 284 . (258) o (272)
Deferred tax liability/(asset) at start of the year . 284 981 - (272) (21) ’
- Deferred tax (credit)/charge in techmcal/non- . o o . '
technical account for the year (113) . (696) 20 . - (257)
Deferred tax (credit)/charge from statement of _ o .
comprehensive income - . (4) (1) . (6) .. 6
Deferred tax liability/(asset) atend of the year ] 167 ' 284 (258) (272)
Deferred tax asset . (178) -~ (201) (258) (252)
Deferred tax liability S ‘ 345 . 485 — (20
As at 31 Deéember ‘ ' -167 284 . (258) - .. = (272)

The: rate of UK corporation tax increased from 19% to 25% with effect from 1 April 2023, as enacted into UK
law. This has been reflected in the carrying values of deferred tax assets and Ilabllrtres of the Company and
has been reﬂected in the effectrve tax rate from 2023 onwards '

During 2023, the UK Government enacted the Plllar Two income taxes legislation effective from 1 January
2024. Under the legislation, the parent company (M&G Plc) will be required to pay top-up tax on profits of its

. subsidiaries that are taxed at an effective tax rate of less than 15 per cent. The company’s taxable profits are

predominantly in the UK and given the mainstream UK corporation tax rate ‘is 25%, the company (and the
- Group) is not expecting to be liable for any material top-up tax. The Group have completed a high-level impact
assessment for the other countries in which it has a taxable presence. This resulted in immaterial top-up tax.
The group is contlnumg to assess the |mpact of the Pillar Two income taxes Ieglslatlon on.-its future financial
‘performance.

_ The Company's niet deferred tax position moved from a deferred tax liability at 31 December 2022 of £12m to-
a deferred tax asset at 31 December 2023 of £91m. The movement of £103m is predominantly due to a
decrease in the deferred tax liability on unrealised gains on investmeént-assets.of £138m and a reduction in the
deferred tax assets recognlsed on carry forward tax losses of £29m.

The deferred tax asset on tax Iosses carrled fonNard at 31 December 2023 of £444m (2022 £473m)
comprises of £431m in relation to UK income tax losses (2022: £453m) and £13m in respect of UK capital
losses (2022: £20m). The deferred tax asset on UK income tax losses has been recognised in full based upon .
sufficient future taxable profits arising from shareholder transfers from the with-profits business. These
transfers are considered a reliable source of profit and are a consistent measure used in the Companys
Business Plans and Solvency Il calculatlons .

“The- deferred tax asset on UK capital Iosses has been partially recognised and is based upon expected.

" reversal of the taxable temporary differences recognised on unrealised gains on investments, only a proportion
of whrch are expected to be available for offset agarnst the UK capital losses.
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Modelling was undertaken to. review the recovery period of the tax losses. Under current UK tax legislation
there is no time limit on utilisation of the tax losses, however these tax losses can only be used against 50
percent of the taxable profits 'and gains in future periods. The value of the deferred tax asset in respect of
income tax losses is expected to be fully recovered by 2035 in the base case forecast. An impaired scenario
was also modelled which reflected a 10 percent reduction of forecast shareholder transfer in each period, this
extended the recovery to 2037. The income tax losses arising in 2022 are expected to be a one-off and not
continuous, and given the forecast of future profitability, in management’s judgement-it is probable that the
value of the deferred tax asset on losses will be recovered by the Company while still operating as a going
concern. The modelling of future capital gains arising on |nvestments support that the recognlsed deferred tax
asset on capntal losses is expected to reverse by 2029.

Cltis possible that future tax law changes could materially affect the t|m|ng of recovery and the value of these
Iosses ultimately reahsed by the Company .

At the end of the financial year, the Company has unused tax losses of £434m (2022: £448m) for which no
deferred tax asset is being recognised. The unused tax losses relate to capital losses in the UK. No deferred
tax asset is recognised on the unused capital-losses as it is considered not probable that future taxable UK
- capital gains or other appropriate profits will:be available against which they can be utilised.”

8. Incurred but not reported provision

A gross and ceded IBNR (Incurred but not Reported) provision of £45m (2022: £102m) has been recognised
-for the general insurance business operations in run off, primarily. for industrial disease exposure, and. is .
included within claims outstanding. This liability is reinsured externally and there is a corresponding asset heid
in reinsurarice receivables. -

9.  Information on staff and pension costs

The Company has no employees (2022 ; NiI)'.

Included within net operating expenses are amounts paid in return for management services provrded to the -
Company by other group companles . :

For the services provided to the Company, the majority of employees in the UK are employed by Prudential
Distribution Limited, a service company within the M&G plc group.

Defined Benefnt Pension Schemes .

Most UK staff employed by the M&G plc group are members of its open defined contrlbutlon scheme the

Prudential Staff Pension Scheme — Defined Contribution Section. ’

A minority are active members of the M&G plc group’s defined benefit pension schemes all of which closed to
" new employees on 31 July 2003 :

The largest defined benefit scheme is the Prudential Staff Pension Scheme - Defined Benefit Section. At
31 December 2023, the undérlying PSPS liabilities account for 83% (2022: 82%) of the aggregate liabilities of
the M&G plc group's defined benefit schemes. The Company also has a smaller defned beneﬂt scheme the

" Scottish Amlcable Staff Pension Scheme. (SASPS) as descrlbed below.

Both PSPS and SASPS schemes are: group pension schemes, whereby the costs associated with them are
shared across different entities under common control. ’

The Company is the Principal- Employer of PSPS. The principal employer of SASPS is M&G Corporate

~Services Limited. PSPS contributions "are. payable at the mihimum level of contributions required under the
scheme rules. Employer contributions for ongoing: service of current employees are apportioned in the ratio
relevant to current activity. SASPS contributions are payable in accordance with the current Schedule of
Contributions, comprised of contributions for.the ongoing cost of accrual, deficit contributions, and
contributions in respect of non-investment expenses. e
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The surplus (or deficit) in PSPS-and SASPS are apportioned in accordance with FRS 102.28 Employee
benefits, by way of stated policy: .

«. 70% of the surplus in PSPS is allocated to the With-proﬁts fund of the Company; 30% is allocated to
M&G Corporate Services Limited, a fellow subsidiary undertaking of the M&G plc group.

"+ 40% of the deficit and related costs of SASPS is allocated to the with-profits. fund and 60% has been
' allocated to the shareholder fund of the Company

In the prior year, 70% of the surplus in PSPS was aIIocated to the with-profits fund of the Company; 30% was

allocated to M&G Corporate Services Limited, a fellow subsidiary undertaking of the M&G plc group. In the

current year, there has been a transfer of the liability related to active members of MGGPS scheme to PSPS
which has necessitated an allocation of PSPS scheme to M&G FA Limited, being the principal employer of the

MGGPS scheme. As a result of this, from current year onwards the allocation of the PSPS surplus to the with-
- profits fund of the Company and M&G Corporate Services Limited would take place in the ratio of 70:30 of the
_net surplus remaining after the M&G FA allocatlon has been made. .

For PSPS and SASPS, the current unit method and the projected unit credit method were used respectively for
the most recent full actuarial valuations. Defined benefit schemes are subject to full actuarial valuation every
three years to assess the appropriate level of funding for schemes in relation to their commitments. These
valuations include assessments of the likely rate of return on the assets held within the separate trustee
-administered funds. :

The last completed actuarial valuation of PSPS was as at 5 April 2020 and was finalised during 2021. This -
valuation demonstrated the scheme to be 108% funded by reference to the Scheme Solvency Target that
forms the basis of the scheme's fundlng objective. The ongoing contributions into the scheme, are payable at
the minimum level required under the scheme rules. Excluding expenses, the contributions are now payable at
approximately. £3m per annum (2022: £3m) for ongoing service of active members of the scheme. No deficit or
other funding is required. Deficit funding for PSPS, where appllcable is apportioned in the ratio of 70/30
between the Company's with-profits fund and M&G" Corporate Services Limited based on the sourcing of
previous contributions. Employer contributions for ongomg service of current employees are apportioned in the
ratio relevant to current activity.

The last completed actuarial valuation of the SASPS was as at 31 March 2020 and was finalised in 2021. This
valuation demonstrated the scheme to be 85% funded. Based on this valuation, it was agreed with the
Trustees that the level of deficit funding should continue at £26m per annum until 31 December 2025 (2022:
£26m per annum) subject to review at subsequent valuations.

Corporate Governance

The Companys UK pensuon schemes are regulated by The Pen3|on Regulator in accordance with the
Pensions- Act 2021. Trustees have been appointed for each pension scheme and they have the ultimate
responsibility to ensure that the scheme is managed in accordance with the Trust Deed & Rules. The Trustees
. are required by the Pension Regulator to be well conversant with the Trust Deed & Rules and to act in
accordance W|th these Rules.

The Rules of the defined benefit section of PSPS, a final salary scheme, specify that, in exercising its
investment powers, the Trustee’s objective is to achieve the best overall investment return consistent with the
security of the assets of the scheme. In doing this, consideration is given to the nature and duration of the
scheme’s liabilities. The Trustee sets the benchmark for the asset mix, following analysis of the liabilities by the
Scheme’s Actuary and, having taken advice from its investment advisers, then selects benchmark indices for
each asset type in order to measure investment performance against a benchmark return.

The Trustee reviews strategy, the asset mix benchmark and the Investment Managers’ objectives every three
years, to coincide with the Actuarial Valuation, or earlier if the Scheme Actuary or their investment advisers
recommends. Interim reviews are conducted annually based on changing economic cwcumstances and
financial market |evels
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The Trustee sets the general investment pohcy and specifies any restnctlons on types of investment and the
degrees of dlvergence permitted from the- benchmark, but delegates the responsnblllty for selection and
"realisation of specific investments to the Investment Managers. B
During 2020, PSPS entered into a longevity swap transaction with Pacific Llfe Re Limited. This arrangement
provides long term protection for PSPS against costs that could result from unexpected increases in the life

- . expectancy relating to the pensions that were in payment on 6 April 2019 (excluding any future dlscretlonary

increases). As at 31 December 2023, the Iongewty swap covered £2 Obn (2022: £2.0bn) of the total current

pensuoner scheme Ilahllmes

Uttimate respon5|b|I|ty for the investment of the assets of the scheme lies with the Ttustee

The investment policies. and strategles for the SASPS which is also a final salary scheme ‘foIIow similar
pr|n0|ples but have different target allocations reﬂectlng the particular requirements of the scheme.

The key assumptlons adopted for the valuations in PSPS and SASPS were:

Price inflation:

Retail Price Index (RPI)

Consumer Price Index (CPI)

Salary inflation . ) .

_ Rate of increase of pensions .in payment:
PSPS ' o '
Guaranteed (Max 5%)
Guaranteed (Max 2.5%)
Discretionary

SASPS

Discdunt rate

. PSPS

%

3.0

2.7
34

2.8
2.5

29

“- nla

4.6

. 2023
'SASPS

%

2.9
2.7

3.2

n/a
n/a
n/a

29

- 4.6

3.3
3.0
4.0

3.0
25
2.5
n/a
49

2022
PSPS SASPS
%

%

32

3.0
3.2

n/a.

. nla
n/a

3.2
48

The mortallty assumptlons are specific to each scheme and -are adjusted to make allowance for future
improvements in longevity. The table below sets out the mortality tables and mortality |mprovement model

used for the Company’s schemes, along with the associated life expectanmes

Mortallty tables
. {with scaling factors
applled to reflect

experience, and .
. allowances for
Asat . Scheme future improvement)
' S2PMA/S2PFA for
31/12/2023 PSPS males/females
S1PMA/S1PFA for .
SASPS males/females
RN : S3PMA/S3PFA for
31/12/2022 PSPS males/females
.. S3PMA/S3PFA for
" SASPS - males/females

56

_Expectation of ||fe from retirement at

-29.7 -

30.0 -

aged 60

Mortality . Male Female Female
_improvements currently currently currently currently’
model aged 60 aged 40 aged 60 aged 40
CMI 2021 . 26.5 28.6 28.3 303
‘CMI 2021 27.4 20.4 209 318
CMI 2020 26.7 29.1 28.4 .30.6
CMI'2020 . 275 321
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~

The mortality assumptions are adjusted to make allowance for future improvements in longevity. As at -
31 December 2023, this allowance was based on.the CMI 2021 mortality improvements model with
improvement factors of 1.60% for males (Sk = 7.25 and A parameter varies by age) and 1.60% for females (Sk
= 7.75 and A parameter varies by age)- (2022: this allowance was based on the CMI 2020 model with
improvement factors of 1.60% formales (Sk = 7 25) and 1.60% for females (Sk = 7.75)).

The most recent full valuatlons have been updated to 31 December 2023 applyrng the principles prescnbed by
FRS 102.28.

~ The combined assets and liabilities of PSPS and SASPS were:
S 31 December 2023 31 December 2022

_ o - fm - % fm %
Equities A o - 76 1% . 126 2% .
Bonds - . 5252 101% 5221 100 %
Derivatives = = o - (728)  (14)% (720) (14)%
Properties S ' . 356 7% 399 8 %
Other assets L g 238 5 % . 197 4%
Total value of assets . _ . : . 5194 100 % 5223 100 %
Present value of underlying scheme liabilities . 4,836 4616 .
Underlying surplus in the.schemes ' 358 607

_ Included within other assets is a £3m derlvatlve liability in respect of the Iongewty swap transaction with Pacrfc
Life Re Limited (2022 £10m). :

' After derecognition of surplus under FRS 102, the foIIowrng amounts have been attnbuted to the
Company:

: : £m £m
Attributable to the Company’s with-profits fund ; 9 A‘ 13
Attributable to the Company s shareholder fund 4 B - 10
Total - . 13 . 23 -

None of the scheme assets included shares in or property occupled by the Company

The total actual return on scheme assets for both PSPS and SASPS is a gain of £137m (2022: loss of
£2,893m) of which a gain of £100m (2022:" loss of £1,899m) relates to the amounts attributable to the -
Company's with-profits fund and a loss of £10m (2022: loss of £252m) relates to amounts attributable to the
Company's shareholder fund. :

. The pension asset recognised on the balance sheet of the Company and detailed in the table below is £13m
. as at 31 December 2023 (2022: £23m). The provision for pensions on the balance sheet of the Company and .
-detailed in the table below is nil as at 31 December 2023 (2022: nil).

The surplus in the Prudential Staff Pension Scheme of £7m represents the amount which is recoverable
through reduced future contributions that is attributable to the Company and is net of the apportlonment to
M&G Corporate Services lelted (previously M&G Prudentaal Services Limited). .
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A Underly_ing scheme assets and liabilities of PSPS and SASPS

The chénge in the present value of scheme liabilities and the change in the fair value of the scheme assets of
PSPS and SASPS are as follows: -

_Effect of FRS.

C 102 for

Net ‘derecognition Total PAC share
. _ oo surplus/ of surplus/  surplus/ of surplus/
2023 £m v ' Assets Liabilities (deficit " (deficit) (deficit) (deficit) *** -
Net surplus (deficit) ‘at start of year 5,223 (4,616) 607 (581) - 26 - 23
Current service cost L — (6) ) — (| . . 4
Net interest on net defined benefit 247 (218) . 30 ~ (681) (551) 2
Administration expenses (8) — . (8) — 8) - " (6)
Benefit payments ’ (259) - - 259 ( — - — = g
Company contributions* ' 43 . . — .43 — 43 40
Settlements or curtailments 50 (29 21 — 21 —
Actuarial (losses)/gains (102) (226) (329) '823 494 (42)
Net surplus/(deficit) at end of ~ 3 - , _ A 4
year : 5,195 (4,836) 358 (339) 19 - - 13 -
PSPS net surplus/(deficit) atend T ' o ‘ : : :
of year 4,611 (4,260) 352 ' (339) 13 - 7

~ SASPS net surplusl(defucnt) at _ : S B ’

end of year ) 583 . (577) 6 -_ . 6 6

* The contributions include deficit funding, ongoing service contributions and expenses. 4
** In October 2018, the High Court ruled that pension schemes are required to equalise benefits for the effect
of guaranteed minimum pensions ("GMPs"). GMPs are a minimum benefit that schemes that were contracted-
out on a salary-related basis between 1978 and 1997 are required to provide. There was a further Court ruling -
in November 2020 which required benefits in respect of past transfers out of the schemes to also be equalised.
In light of these Court rulings, at 31 December 2023 and 31 December 2022, the Company has recognised an
estimated allowance for GMP equalisation within the IAS 19 valuation for all the UK schemes - comprising
£32m for PSPS and £11m for SASPS as at 31 December 2023 (2022: £31m for PSPS and £11m for SASPS).
A portion of these costs are allocated to the Company in line with the apportionments described on page 53.

*** PAC share of surplus (deficit) includes the shareholder portion of SASPS from 30 June 2019.

Effect of FRS .
~ 102-for. " PAC share
: Net derecognition’ Total of - '
: . . surplus/ of surplus/_ surplus/  surplus/
2022 £m ) Assets Liabilities (defICIt) (deficit) (deficit)  (deficit) ***
Net surplus/(deficit) at start of year . 8,387 (7,503) 884 (896) - (12) - (23)
-Current service cost - (13 (13) = (13) - (9)
Net interest on net defined benefit 150 . (134) 16 (16) . — =
Administration expenses @) — (- — @) (6)
Benefit payments T (312) 312 - — — —
Company contributions* 41 — M = 41 38
Actuarial (losses)/gains . (3,036) 2,722 (314) .. 331 17 23
Net surplus/(deﬁcnt) at end of ‘ _ o '
year "~ 5,223 (4,616) - 607 . (581) - 26 . 23
PSPS. net surplus/(deficit) at end ’ ' ) T
of year 4,641 (4,050) 591 © (581) 10 7
- SASPS net surplusl(deflcn) at : : o .
-end ofyear - = . 582 (566) 16 — - 16 16

-* The contributions include deficit funding, ongoing service contributions and expenses.-.
** In October-2018, the High Court ruled that pension schemes are required to equalise benefits for the effect

" . of GMPs. GMPs are a minimum benefit that schemes that were contracted-out on a salary-related basis

between 1978 and 1997 are required to provide. There was a further Court ruling in November 2020 which
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required benefits in respect of past transfers out of the schemes to also be equalised. In light of these Court
rulings, at 31 December 2022 and 31 December 2021, the Company has recognised an estimated allowance
for GMP equalisation within the IAS 19 valuation for all the UK schemes - comprising £43m for PSPS and .
£20m for SASPS as at 31 December 2022 (2021: £48m for PSPS and £21m for SASPS). A portion of thése
costs are allocated to the Company in line with the apportionments described on page 53. .

*** PAC share of surplus (deficit) includes the shareholder portion of SASPS from 30 June 2019.

A surplus is only recognised to the extent that the Company is able to access the surplus either through an
unconditional right of refund to the surplus or through reduced future contributions relating to ongoing service,
which have been substantively enacted or contractually agreed. The Company does not have an unconditional
right of refund to any surplus of the PSPS scheme. The PSPS pension asset represents the present value of
the economic benefit to the Company from the difference between future ongonng contributions to the scheme
and estlmated accrued cost of service.

The Company accounts for both PSPS and SASPS in accordance with FRS 102.28. The valuation |nformat|on
presented in accordance with FRS 102.28 equates to that which would be presented in accordance with 1AS
19 Employee benefits, the equivalent IFRS standard applicable to the Group.

Pension charge and ac_tuarlal gains (losses) of PSPS and SASPS

The pension credit and actuarial gains (losses) relating to PSPS and SASPS attributable to the Company's -
with-profits fund are related to the surplus recognised on the balance sheet of the Company:

The amount_s‘attrib‘utable to the Company’s with-profits fund for both PSPS and SASPS are absorbed by the
transfer to or from the FFA and therefore have no direct effect on shareholders’ profit or shareholders' funds. In
2023, there was a pension debit of £16m (2022 : debit of £2m).

The amount attributable to the Company's shareholders for SASPS has a direct effect on shareholders' profit
and shareholders' funds. In 2023 there was a pension debit of £25m (2022 : credit of £25m).

The actuarial loss for both PSPS and SASPS relating to the Company's with-profits fund of £16m (2022:
actuarial loss of £2m) is included in the statement of comprehensive income and reflected in the transfer to or
from the FFA. The actuarial loss of SASPS relating to the Company's shareholder element of £25m (2022: -
actuarial gain of £25m) is included in total other comprehensive income. for the financial year.

Total employer contributions expected to be paid into PSPS and SASPS for the year ending 31 December
2023 amounts to £43m (2022: £41m), reflecting the annual accrual cost, deficit funding (SASPS only), and
expenses, of which £40m (2022: £38m) relates to the Company.

The table below shows the sensitivity of the underlying PSPS and SASPS liabilities at 31 December 2023 of
£4,260m (2022: £4,050m) and £577m (2022: £566m) to changes in discount rates, inflation rates and mortality
rate assumptions. . . . .

The sensitivities of the underlying pension scheme liabilities as shown below do not directly equate to the
impact on the Company's comprehensive income due to the effect of restriction on surplus for PSPS and the
allocation of a share of the interest in the financial position of PSPS and SASPS to the With-Profits Fund as
described above. In addition; the sensitivities shown do not include the impact on assets, which for all
schemes would significantly offset the impact of the discount rate and inflation sensitivities on the surplus or
deficit. For the PSPS scheme, the mortality rate sensitivity impact would also be partially mitigated by the
Iongewty swap asset held.
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Impact on PSPS and SASPS
scheme liabilitieson -~

Assuniption’ ' Change in assumption FRS102.28 basis -
2023 - . ' . .
- Decrease by 0.2%: Increase scheme liabilities by:
e . PSPS from 4.6% to 4.4% - PSPS 2.4%
Discount rate SASPS from 4.6% to 4.4% - SASPS 3.4%
T Increase by 0.2%: Decrease scheme liabilities by:
o PSPS from 4.6% to 4.8% -PSPS 2.3% -
Discountrate - . - SASPS from 4.6% to 4.8% SASPS 3.2%

 Decrease by 0.2%:
PSPS from 3.0% to 2.8%
: T SASPS from 2.9% to 2.7% A :
Rate of inflation (RPI) with consequent reduction in salary increases

Decrease by 0.2%:
PSPS.from 2.7% to 2.5%
A .. SASPS from 2.7% to 2.5%
Rate of inflation (CPI) with consequent reduction in salary increases

Decrease scheme Ilabllltles by:
PSPS 1.3%
SASPS 1. 6%

Decrease scheme liabilitie's by:
PSPS 1.3%
SASPS 1.6%

Increase:scheme |IabI|ItIeS by:
PSPS 3.4%

“Mortality rate - Increase life expectancy by 1 yeér SASPS 2.7%
Impact on PSPS and SASPS
' . - scheme liabilities on
. Assumption Change in assumption’ FRS102.28 basis
2022 '

Decrease by 0.2%:
. . S : PSPS from 4.9% to 4.7%
Discount rate’ SASPS from 4.8% to 4.6%

Increase by 0.2%:.
S PSPS from 4.9% to 5. 1%
Discount rate SASPS from 4.8% to 5.0%

Decrease by 0.2%:
PSPS from 3.3% to 3.1%
: SASPS from 3.2% to 3.0% with consequent
Rate of inflation (RPI) reduction in salary i increases

Decrease by 0.2%:
PSPS from 3.0% to 2.8%
- . SASPS from 3.0% to 2.8% wuth consequent
Rate of inflation (CPI) "reduction in salary increases.

* Mortality rate = Increase life expectancy by 1 year

10. Directors' émoluments

Aggregate emoluments
Excess retirement benefits:
Current directors .

nghest Paid Director:

Increase scnerne liabilities by:
PSPS 2.4%
SASPS 3.5%

Decrease scheme habllltles by:
PSPS 2.3%
SASPS 3.3%

Decrease scheme liabilities by:
PSPS 0.8%
SASPS 2.4%

: Decrease scheme liabilities by: -

PSPS 0.8% -
SASPS 2.4%

‘Increase scheme liabilities by:

PSPS 3.5%

~ SASPS 2.8% N

2023 . 2022

£ £
3716470 1,522,286

' 117,610 57,807

- 3,834,080 1,580,093

. Aggregate emoluments and amounts receivable (excludlng shares) under long 2,156,225 380,871

term mcentlve schemes

Emoluments are - reported for directors who are deemed to work for the Company i.e. provide quallfymg
services in accordance W|th Schedule’ 5 of the Regulatrons The dlrectors service and employment contracts
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are W|th other Group companies. An assessment was made of the proportion of each dlrectors time that
relates to this Company, and the emoluments reported above reﬂect thls '
Contributions were made to a defined contribution pension scheme on n behalf of two director in 2023 (2022: . -

one). One directors (2022: none) exercised share options during the year. Three directors (2022: three) were
entitled to shares under M&G plc's main long-term incentive scheme and no directors (2022: two) were entitled

"+ to retirement funds under defined benet"t schemes.

The highest paid director in 2023 (and 2022) received shares under Iong term lncentlve schemes and chose -
to exercise these in the year. :

1. Auditor's remuneration

The following table shows the auditors' remuneration. .

(3]
o
S -
N

202
£000's _£000's

Fees payable to the Company's auditors for the audit of the Company s annual fmancnal

statements - ¢ 3847 - 3,107
Fees payable to the Companys audrtors and its associates for other services: A -
Audlt-related assurance services . : : 1,106 908
Audit of the Company s subsidiaries, pursuant to Ieglslatlon . . o 1,539 1,190
Other assurance services : o o ' 30 . C—
“Total fees payable C _ . A .- 6,522 5205

12.  Land and buildings

£m £m
Current value , _
Freeholds - o T 3,952 4,350
Leaseholds with a term of over 50 years o ] L - 1,925 1,570
Leaseholds with a term of less than 50 years ' : ) . 337 836
: o 6,214 6,756
Cost . . 4 ' S 5743 5664

If the revalued Iand and buildings were stated on the historical cost basis, the amounts wouid be:

2023 2022

. _ . £fm £fm
Atcost . - o o A 5743 . . 5664
-Aggregate depreciation IR - (2,573) © . (2,535)

" Net book value based on hlstorlcal cost . ' : ' © 3,470 3,129
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(a Investment property

Balance at 1 January
‘Additions

Resulting from acqwsmons

Resulting from expendlture capltallsed
- ‘Disposals
- Net loss from fair value adjustments
Other changes
Balance at 31 December

2023

.. £m . fm.
6,756 7.840
250 197
© 128 129
(330). (432) .
(579) - .(983)
(11) 5.
6,214 .- 6,756

. The 2023'."profit and loss accou‘nt incIUdes rental income from investmeh't properties of £442m (2022: £408m).

Leasehold propertles included above are’ reported as Iand and buﬂdmgs A reconciliation between the total of
future minimum Iease payments at the ba|ance sheet date, and thelr present value is shown below y

2023 2022
£m £m
Future - Future PV of future Future  Future PV of future
minimum finance minimum minimum finance minimum
, . _payments charges payments: ‘payments chaiges payments
Less than 1 year B o = 1 1 — 1
~1to Syears ) 2 L - 2 2 : — 2.
Over5years  ° -~ 63 (56) . 7 64 (57) 7
Total . = - . .- 66 - (56) 10~ 67 (57) 10°

.Contingent.rent is that portion of the lease payments that is not fixed in amount but is ‘based on the future
value of a factor that changes other than with the passage of time. Contingent rent of £3m (2022: £3m) has’
been recognised as income with an expense -charge of £6m (2022: £6m). There are no restrictions on the
_realisability of investment property ‘or the remittance of income and proceeds of disposal. The. contractual

" - obligations to purchase or develop investmént properues at 31 December 2023 were £159m (2022: £201m).

. The Company’s policy is to let investment propertles to tenants through operating leases. Minimum future
“rentals to be received on non-cancellable operating leases of the Company's freehold and Ieasehold

investment propertles are receivable in the follow:ng ye

Less than 1 year -

“1to 5 years '
Over 5 years
Total '
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ars:
2023 2022
- £m . £m
306 337
‘964 1,119
1,545 . 1,572

2,815

3,028 -
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(b) Finance lease asset

A reconcmatlon between the total of future minimum lease payments recoverable by the Company at the :
balance sheet date and their present value is shown below: -

. £m . S . £m _
Future ~ _Future - PVoffuture Future  Future PV of future
minimum finance . minimum minimum finance . ~minimum
_ : receivables credits receivables receivables credits receivables
: Less than 1 year o 2 C— . 2 2 - 2
1to5years - : 8 () 7o 8 M 7
Over 5 years ' 359 (326) 33  361. = (328) 33
Total o 369  (327) 42 371 . (329) 42
13. Investments in group undertakirigs and participating iﬁterestsu
Cost ‘ Current véluev
- ‘ , £Em £m ' £Em ~ E£m
Long-term fund investments . - E . 3391 2895 . 3,015 . 4395
Shareholder investments . . 401 354 598 524
Total : o 3,792 3,249 3,613 7 4,919
Interest in joint ventures and associate . IR
long-term fund investments : . 213 - o 348 - - 265 414
" Debt securities issued by, and Ioans to group - , : . '
undertakings — Iong term funds . 750 . 848 . 750 848
Total . S 4755 | 4445 4628 . 6,181
~ Refer to nete 30 for further information on the related undertakings of:the Company.
14. Other financial investments '
. ' Cost ' Carrying value
: - 2022
. 2023 2022 2023 (Restated)
. £m £Em " £m’ £m
Fair value through profit and loss : - ‘
Shares and other variable yleld securities and unlts : : : :
in unit trusts : 60,726 55,025 64,560 - 57,156
Debt securities and other fixed income securities 42,459 44,596 39,942 140,218
_ Derivative assets . . 349 . -924 . 1,354 2,418
Participation in investment pools . ) 10,629 . 9,721 12,285 © 12,062
Loans secured by mortgages* 2,255 . 2,365 1,622 - 1,727
Loans to policyholders secured by insurance . ‘ . :
policies™ 1 .2 1 2.
Other loans* ' - ‘ 234 641 219 601
Amortised cost C : ) ’ o
Deposns with credit institutions ' ) , ‘ 12,507 18,664 12,507 18,664 . - '
' 129,160 131,938 132,490 132,848

*The amounts re/ated'to Ioané impacting -Other financial investments were restated for the year jended, 31
. December 2022 as .a result of the adoption of IFRS 9, changing classification from amortised cost to fair value
through profit and loss. As a result the prior year note disclosure has been restated to reflect this change. The
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/mpact of the change is to alter the total carrying value of loans from £2,421m to £2, 330m This has Impacted .
the prlmary statements

The change in carrying value Aof other financial investments included in the Profit and Loss account was a gain
of £1,910m (2022: £16,699m loss) analysed between a gain of £1,604m (2022: £15,111m loss) included in the
Long-term business technical account and a gain of £306m (2022: £1, 588m loss) included in the Non-technlcal
account.

The change in carrying value of £1,910m gain_ (2022 £16,699m loss) included a gain of £1 ,668m (2022:
£6,872m loss) in respect of equity securities; gain of £1,862m (2022 £7,954m loss) in respect of debt
securities, a loss of £849m (2022: £1,564m loss) in respect of derivatives and a loss of £771m (2022 £309m
loss) in respect of other financial instruments.

Carrying value

2023 - 2022
Amounts included in the above relating to listed investments: .o : £m . fm’

Shares and other variable yield securities and units in unit trusts . 25,856 22,825

"Debt securities and other fixed income securities . o 35,405 35.1',13

~ ‘ ' 61,261 57,938

The table‘ below analyses the derivative positions of the Company:
.. Em £m
Fair value Fair value Fair value Fair value
. assets - liabilities assets liabilities
Denvatlve financial instruments held to manage o
interest rate and currency profilé:

Interest rate swaps 684_ .1,463 2,059 A 2,142
Cross currency swaps 12 ' 330. 8 . 420
‘Currency exchange forward contracts 370 134 . 116 648
Bond futures , 127 47 © 33 16

. Credit default swaps -~ . o o 9 2 2 ' : 46
Inflation swaps - - : o 55 324 110 372

Derivative financial instruments held to manage

- market risk and efficient.investment management S . ) : .
Equity options , o 42 212 72 - 167
Equity futures . s . 45 h 60 -3 7
Equity warrants 10 — 15 . —

Total . : . . ) 1,354 2,572 2,418 . 3,882

The nature of the derivative financial instruments used by the Company in 2023, are similar to those used in.
2022. These include the partial equity hedge of the shareholder transfers expected to emerge from the
Company’s with- -profits :sub-fund, which was set up in 2013. This arrangement was extended each year since '
'2015. This is currently a net.liability of £217m (2022: liability of £204m). The derivative financial instruments
also include hedges of the shareholder transfers expected to emerge from the Company's with-profits sub-fund
relating to 2019 and 2020 PruFund new business. These capital hedges are instruments that partially hedge
the economic present value of shareholder transfers ona Solvency I baS|s to optimise the capital position.

The use of derivatives is discussed further in note 28 (G).
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Treatment of eduity release m'ortgages transfer

On 1 January 2016 an equity release mortgage portfolio owned by the Company was restructured to meet the
Solvency Il matching adjustment requirements. The beneficial interest in the equity release mortgage portfolio
was sold to Prudential Equity Release ‘Mortgages Limited. (PERM) in an arm's-length transaction. The
consideration for the purchase was the issue of loan notes to Prudential Retirement Income Limited (PRIL),
which were subsequently transferred to the Company, at the fair value of the mortgage book.

Under UK. Generally Accepted Accounting Practlce the asset.does not quallfy for de- recognition from the
financial statements of the Company at the reporting date, as the Company retains all the risks and rewards of
ownership and "has substantially the same rights to the use of the asset as before the arrangement.
Consequently, the mortgage portfolio is- st|II recognised in. the financial statements of the Company and not -
within PERM. :

The effect of the above is that the assets and liabilities created by the restructure are recognlsed W|th|n the .
Company s financial statements and are not recognlsed in the fnancual statements of PERM.

A further tranche of equity release mortgages was purchased by the Company from its sub5|diary Prudential
Lifetime Mortgages Limited (PLML) in January 2020. The beneficial interest in the equity release mortgage
portfolio was sold to PERM in an arm’'s-length transaction, for cash. As for the earlier transaction, the
-Company retains all the risks and rewards of ownership and has substantially the same rights to the use of the .
asset as before the sale, and so continues to recognise the asset within the Company's financial statements.
During 2023, the remaining equity release mortgages were purchased by the Company from PLML and sold’
onto PERM, foIIowmg the same process as the earlier tranches .

The fair value of thls equity release mortgage portfollo at31 December 2023 was £783m (2022 £764m)

15. Assets held to cover linked liabilities _
. Cost . .-Carrying value
2023 . 12022 - 2023 2022
£m . Em £fm £m
AsSets held to cover linked liabilities . 10,284 © 10,137 10,973 10,567

Assets héld to cover linked liabilities. of £10, 973m (2022: £10,567m) plus reinsurers share of technical
.provisions for linked liabilities of £5,330m (2022: £5,062m) are equal to the technlcal prowsrons for linked
_ liabilities of £16,303m (2022: £15,630m). :

The main components of the assets held to cover linked liabilities are equities £5,565m (2022: £5,446m), debt
securities  £4, 627m (2022: £4,017m) these include senior notes backed by residential ‘ground rents with a
carrying value of £499m (2022: £481m) — Please see page 86 for more information on these assets, deposits
,£81 8m (2022 £1,219m) and other current liabilities £169m (2022 £658m). .

16. - Reinsurers’ share oftechmcal'provnsnons

2023 2022

£m . ~£m

PPL 5,054 4,720
Hannover 274 261

Rothesay 679 663

Swiss Re 99 235

" Other smaIIer companles‘ 86 85

Total 6,192 " 5,964
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The increase over 2023 follows the movement in the reinsurance with PPL due to changes in the fund units
‘and fund prices which’is part|ally offset by the fall in Swiss Re reinsurance following the revaluatlon of the -
‘IBNR (see note 8). ;

17.  Other debtors
| 2023 2022

X . _ £m . £m
'Amounts owed by group undertaklngs g . . 42 . 77
Amounts owed by undertakings in whtch the entlty has a partIC|pat|ng interest 234 -282
Tax recoverable. ' ) ' .21 197
Other debtors o : A ‘ - . ‘ ' 100 . —
' o ‘ 397 - 556

Other debtors includes £24m, of property related deBt’ors £28m of outstanding Asal'es of investment securities
) -and the remamlng balance relates to sundry debtors: 2022 is n|| as was reﬂected in other credltors

Other debtors |nclude £95m (2022: £nil) due after more than one year -
~18.. - Bank current accounts -
Under the terms of the Company's arrangements with the M&G plc groups main UK banke‘r the bank has a
right of set-off between credit balances (other than those of long-term . busmess funds) and all overdrawn
- balances of those Group undertakmgs with similar arrangements. .

19. Assets attnbutable to the Iong term busmess fund

Of the total amount of assets shown in the balance sheet on page 36 £161 350m (2022 £163 868m) is
: atmbutable to the Iong—term business fund

. 20. Share capltal

The Company s issued ordmary share capltal is £330m comprising 1, 318,068, 254 ordinary shares of 25p each "~
fully paid. There were no changes in the ordinary share capltal of the Company durlng the year.

21. "Other Provisions
o ‘ A £m ' £m
. At1January " o . . ' Y4 27
~ Charged/(credited) to income statement: ' '
Additional provisions S ; o - —_ .. 1
_ Unused amounts released - R ' (1) , (1)
Total at 31 December o , S ) 6 27

Other provisions included a £20m provi‘sion in 2022 in respect of an agreement between PLML and the
Company relating to equity release mortgages. During the year a significant proportion of these mortgages
- were sold to the Company as set out in note 14 and so the associated provision has been released.
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22, Amounts ovv}ed to credit institutions B _ :
' ‘ ' 2023 . 2022

o , N _ fm fm
Other bank loans and overdrafts - ' ' - ' 5 14
Derivative liability (see note 14) -~ ' . . o 2,572 © 3,882
Obligations under fundlng securities lending and sale and repurchase :
agreements A ) 4,086 4,714
OTC derivatives collateral credltors o B : 368 1,130 -

7,031 © 9,740

The above balances were previously shown in other creditors including taxation and social security. This - ‘
enhancement to further split the balance sheet provides greater clarity of creditor balances.

23. Other creditors including taxation and social security
2023 - 2022
: : £m. ~ £m
Amounts owed to group undertakings ' J ' 157 202
Amounts owed to undertakmgs in which the entity has a parhcnpatlng lnterest 485 522
Tax payable ' ‘ : 102 26
- Other borrowings not owed to credit mstltutions ' . . ' 1 -1
Other creditors* S . . 317 257
L ' ' 1,062 1,008

Other credltors includes £1 87m (2022: £161m) of outstanding purchases on investment securities, £9m (2022:
£5m) of property related creditors and the remaining balance.on other sundry creditors.

*Other creditors include £1m (2022: £59m) due after more than one year.

Other creditors |nclud|ng taxation and social security prewously included balances now shown in amounts
owed to credit institutions, see note 22. Negative reinsurance assets of £151m (2022:£126m) were previously
reported in other creditors including taxation and social security and have now been reported under credltors
arising out of reinsurance operations on the balance sheet. .

- 24, Ultimate parent company

The ultimate parent of the Company is M&G plc. ‘M&G pic is the only group including the Company'in its
consolidated financial statements. Copies of its financial statements can be obtalned from the Company
Secretary, 10 Fenchurch Avenue, London EC3M 5AG

25. . Relate‘d party transactions

The Company has taken advantage of the exemption under FRS 102.33 Related Party Disclosures (FRS
102.33) paragraph 1A from disclosing transactions with other wholly-owned subsidiary undertakings of the
M&G plc group. In the normal course of business the Company holds units in and transacts with investment
vehicles which are'managed by the Group. All transactions with these investment vehicles take place at arms
length on the.same basis as other investors. These transactions are not considered to be materlal to the
operation of the Company.

26. "Long-term business provision, techmcal provision for Ilnked Ilabllltles and fund for future
approprlatlons .

The Company’'s Iong-term products consist of life insurance, investment, pensmns and pensmn annuities. In
common with other UK long-term insurance companies, the Company's products are structured as either with-
profits (or participating) products, or non-participating products including annuities in payment and unit-linked
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products Depending upon the structure, the level of shareholders interest in the value of pohcres and the
related profit or loss varies.

With-profits’ policies are supported by the WPSF and can be single or regular premium. The return to
shareholders on virtually all. with-profits products is in the form of a statutory transfer to the Company’s
shareholders’ funds which is analogous to a dividend from the Gompany’s long-term fund and is dependent
upon the level of bonuses credited or declared-on policies in that year. There are two types of bonuses for
traditional with-profits products — annual and final. Annual -bonuses -are declared once a year, and are
~_determined as a prudent proportion of the long-term expected future investment return on the underlying
assets. Once credited, annual bonuses are guaranteed in accordance with the terms of the particular product. -
In contrast, final bonuses are only guaranteed until the next bonus declaration, and are primarily deteérmined
_on the actual investment return achieved, smoothed over the life of the policy. With-profits policyholders
currently receivé at least 9/10 of the distribution from the WPSF as bonus additions- to their policies -and
- shareholders recejve up to1/10 as a statutory transfer. .

Unllke tradltlonai with-profits products, no regular or final bonuses are declared for PruFund contracts.
Policyholder return is determined by an EGR which is declared each quarter, plus any Unit Price Adjustments
which may be applied in certain circumstances. The shareholder transfer only crystallises at the point when a
" claim is paid to the policyholder and is up to 1/9th of the dlfference between the, pollcyholder payout and the
premium(s) paid. .

"SAIF was a.closed sub-fund that contained the bulk of the business originally written by the Scottish Amicable
‘Life Assurance Society that merged with the Company's main WPSF and the assets and liabilities of SAIF
were combined with the WPSF on 1 April 2021. Under the terms of the SALAS Scheme, the SAIF inherited
estate was to be distributed fully to with-profits policyholders as an addition to the with-profits benefits arising
in SAIF. At the date of the merger, to ensure the full value of assets was distributed to SAIF with-profits -
policyholders, this addition (known as the Final Relevant Policies Enhancement) was reassessed and fixed,
~ based on market conditions at the time. The enhancement is being paid through the terminal bonus at point of
. claim. SAIF policies.continue to participate in profts on a 100:0 basis with no shareholder profit transfers.

'The Deﬂned Charge Parhcrpatmg Sub-Fund (DCPSF) - forms part of the Company’s Iong-term fund and
comprises the accumulated investment content of premiums paid in respect of the defined charge participating
with-profits business reassured into the- Company from both Prudential International Assurance plc and
Canada Life (Europe) Assurance Ltd and the with-profits annuity business transferred to the Company from
the Equitable Life Assurance Society on 31 December 2007. For the business written in the DCPSF, the
charges accrue to shareholders who also meet the corresponding expenses. Profits arising in the DCPSF are
attributed wholly to DCPSF pollcyholders The shareholders’ profit arises as the difference between charges
and expenses "

There is a substantlal volume of non-participating business in the wuth-proflts sub-fund; proﬁts from this '
busmess accrues to the with- proﬁts sub-fund. : ’

The Comp'any also writes non-participating business, the profit on which accrues solely to shareholders.
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* i. Analysis of movements in insurance liabilities including FFA .

Technical Provisions

Technical Linked -
Provisions liabilities Total

. £m - - £m £m
As at 1 January 2022 '
Comprising . ‘ -
Technical provisions - o ' 134,249 19,568 153,817
Fund for future appropriations ] g o : 16,871 - — 16,871
‘ ' E 151,120 - . 19,568 170,688
Premiums (i) S S ) : 6,358 93 6,451
~ Surrenders (i) - , _ ' ' . (8,215) (401)  (6,676)
Maturities/Deéths - o i _ (5,074) . (883)  (5,957)
Shareholders’ transfers post tax- . : , , - (361) — (361)
. Switches S - (44) Y —
»In_vestment-rel‘ated items and other movements (iv) 4 (10,857) (2,697) (1 3,,554)"
Foreign exchange translation differences - - . 80 . — 80
A.ss‘umption changes (ii)_ . — ‘ . T - (181) .. (94) . (275)
‘ As at 31 December 20221 January 2023 (Restated) o - 134,766 15,630 150,396
Comprising . o : . ‘
Technical. provisions , . ' -~ 119,889 15,630 135,519
Fund for future appropriations - o . . B 14,877 — 14,877 '
: : - 134,766 15,630 150,396
Premiums (i) o . ‘ ' : 6,196 . 576 6,772
Surrenders (i) . - o S (7.149)  (233) - (7,382) -
Maturities/Deaths - ) . o ’ (3',376)'. (383) " (3,759)
Shareholders’ transfers post tax ' . : _ (368) - — - (368) A
Switches ' . (19) 19 —
Investrhent-related items and other movements (iii) S ) 5,098 702 5,800 "
. F,oreign»exch'ange translation differences Co ’ (1) ) (2) .
Assumption changes (ii) B T (34) | (M) (41)
As at 31 December 2023, o o 135113 ° 16,303 151,416
Comprising: ' _ ' . . , o o :
Technical provisions ' ' - 120186 = 16,303 136,489

Fund for future appropriations . : : S - 14,927 o 14,927
: o ' 135,113 16,303 151,416

i. The impact does not represent premiums, claims and investment movements as reported in the
income statement. For example premiums shown above will .exclude any deductions for fees/charges.
Claims represent-the policyholder liabilities prowsmn released, rather than. the claim amount pald to

~ the policyholder. '
ii. Assumption changes included for the shareholder—backed business mclude credit downgrade/default .
provisioning and annuitant mortality. The total decrease to policyholder liabilities was £41m for the
- ‘year ended .31 December 2023.(2022: £275m decrease). For the With-Profits Fund, the impact of
assumption changes for the year ended 31. December 2023 was a decrease in With Profit liabilities of '
£42m (2022: £48m increase), which was offset by a corresponding increase in the fund for future
appropriations. ’ ’
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ii.. Increase over 2023 primarily reflects the impact of improving market movements over the year.
iv. 2022 balances have: been restated to reflect the adoption of IFRS 9, see note 1 (B).

The tables below set out the |mpact of assumptlon changes on gross policyholder liabilities over the current
and previous financial year ‘ .

A . 3 . 2022
"As'sumption Changes impact on shareholderQbacked business ’ £m - 4  fm’
Longevity (i) R o ‘ - (36) (292)
Persistency ' ' ‘ — =
Expenses (including | lnvestment management expenses) : , (5) R
Other (i) , S - C—
Total. SR - ' o ‘ (41) - (275)
Assumption changes impat:t on With-Profits business R :
Longevity (i) . : ‘ ’ o 8 . .. (278).
Persistency g - : o : . (62) R -
Expenses (including investment management expenses) 53 - 210
Other (ii) . A . . . - (41) T 17

Total - . . S . 42 - 48

Notes
(i) The net.of reinsurance |mpacts of Iongewty assumptlon changes, as set out in the strateglc report are :
£25m (2022: £198m). :

(i) 'Other' category includes non- annunant mortality, morbidity, and ]udgemental assumptlon changes in
-respect of the future view of credit risk. Any impact relating to changes in those components of the -

~ credit default allowance that are: not subjective’ but are purely market- driven are - allocated to
' |nvestment-related items and other movements .

The |mpact of Iongevuty assumption updates over the financial year reflects a slight weakenlng of the basis for
shareholder and policyholder backeéd annuity business as a result of updating to the later version of the CMI
model. Persistency assumptions were also updated for the year ended 31 December 2023 for most product
lines in order to reflect emerging experience. The impact in respect of expense assumption changes reflects
the updated cost base and changes to charging of investment management expenses. The 'other' category
includes the impact -of the increase in the subjectlve (non-market driven) components of the credit default
allowance.

,Durations'of long-term buéiness contracts on a discounted basis:

With - the exception of annuity business, most unitised with-profits bonds and other whole-of-life contracts the
majority of the contracts of the Company have a contract term. However, in effect, the maturity term of
contracts ‘reflects the earlier of death, maturity, or-lapse of the contract. -In addition, with-profits contracts
include projected future bonuses based on current investment values. The actual amounts payable-will vary
with future investment performance of the WPSF. The following table shows the maturity profile of the cash
flows used for insurance. contracts i.e. those contamlng significant insurance risk, and investment contracts
with and without dpf. The maturity profile is the expected benefit payments calculated using a cash flow
projection model with best-estimate assumptions of future mortality, persistency and future investment returns.
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Policyholder -Shareholder

2023 With-profits business . Annuities - Annuities " Other }
. Insurance Investment Total B Insurance Investment Total
contracts  contracts ' Insurance Insurance  contracts -contracts
A % % %  contracts % contracts- % % % %
0-5 years M M 41 47 39 54 51 42
5-10 years 23 26 25 . 27 27 26 ' 26 26
" 10-15 years 15 15 15 14 17 12 13 15
- 15-20 years 10 9 9 - 6 -9 5 -6 9
1 20-25 years 5 . 5 5 . 3 4 23 5
Over 25 years .6 4 5 2 4 1.2 4
2022 . Policyholder Shareholder )
(Restated) . With-profits business Annuities Annuities Other
: Insurance Investment Total ' ‘ Insurance Investment Total
contracts  contracts Insurance Insurance  contracts contracts
4 % o % %  contracts % contracts % % - % %
0-5years 42 41 41 47 - 40 55 41 41
5-10 years 22 |24 24 27 27 26 26 24
10-15-years 15 15 15 14 17 12 17 15
15-20 years 9 9 9 7 9 5 9 9
20-25 years 6 5 5 3 4 2 5 5
Over 25 years 6 5 5 2 3 1 3 5
Notes: : : : ' : .
(i The cash flow projections of expected benefit payments used in the maturity profile table above are -
from in-force business and exclude the value of future new busnness |nclud|ng vesting of internal
pension contracts.
(i) ., Benefit payments do not reﬂect the' pattern of bonuses and shareholder transfers in respect of the
with-profits business.
(iii) Investment contracts under 'Other' comprise unlt—llnked and srmllar contracts
(iv)  For business with no maturity term included within the contracts, for example with-profits investment

bonds, an assumption is made as to likely duration based on prior experience, or in the case of
annuity business the expected payment pattern of annuity claims.

(v) The methodology used in determining the projected claims has been refined in 2023. The impact of
the change is to reduce the level of assumed future returns, which are uncertaln in nature 2022
f'gures have been restated on the new approach for consistency. '

ii. Determining insurance /labllmes

" "The principal valuation methods and bases adopted for the main reIevant classes of business whlch are not'
reinsured are as follows:

A. Business in WPSF and DCPSF
' 'With-profits o'ptions and guarantees

Certain contracts written in the Company's W|th Proflts Fund give potentially valuable guarantees to.

policyholders, or options to change policy -benefits which can be exércised at the policyholders’ discretion.
Most with-profits contracts give a guaranteed minimum payment on a specified date or range of dates or on
death if earlier. For most pensions products, the specified date is the policyholder’s chosen retirement date or
- a range of dates around that date. For endowment contracts, guarantees apply at the maturity date of the

contract. For with-profits bonds it is often a specnﬂed anniversary of commencement in some cases with
further dates thereafter
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‘ The main types of options and guarantees offered for with-profits contracts are as follows:

For conventional with-profits contracts, including endowment. assurance contracts and whole of life
assurance contracts, payouts are guaranteed at the sum assured together withr any declared regular
bonus.

Conventional with- profts deferred annuity contracts have abasic annU|ty per.annum to which bonuses
are added. At maturity, the cash claim value will reflect the current cost of providing the deferred -
annuity. Regular bonuses when added to with-profits contracts usually increase the guaranteed

. amount.’

For unitised with-profits contracts and cash accumulation contracts the guaranteed payout is the initial
investment (adjusted for any withdrawals, where appropriate), less charges, plus any regular bonuses -

_declared. If benefits are taken at a date other than when the guarantee applies, a market value

reduction may be applied to reflect the difference between the accumulated value of the units and the
market value of the underlying assets. :

For certain ‘unitised with-profits contracts and cash accumulatlon contracts, policyholders have the
option to defer their retirement date when they reach maturity, and the terminal bonus granted at that
point is guaranteed.

For with-profits annuity contracts, there is a guaranteed minimum- ‘annuity payment below which
benefit payments cannot fall over the lifetime of the policies.

Certain pensions products have guaranteed annuity options at retirement, where the policyholder has
the option to take the benefit in.the form of an annuity at a guaranteed conversion rate

The overarching pnncnple in assumptlon setting is that realistic provisions are established using best estimate - -
assumptlons taking into account the firm's regulatory duty to treat its customers fairly.

Assumptions are requured in three areas, namely:

(i) Retrospectrve assumptrons
(i) Prospective assumptlons and
(iii) Stochastic modelling assumptions relating to the economic asset model and management actlons

" Retrospective assumptions

Retrospective assumptions -are required for the accumulation of past asset shares up to the valuation date.
These assumptions are determined by reference to actual past experience, primarily in relation to investment

returns,

expenses and miscellaneous surplus. The assumptions include past expense write-offs and

enhancements to asset shares, and are as used- when calculating asset shares for the purpose of bonus

setting.

The 2023 year end Investment Return for asset shares is:

' : PruFund Cautious
WPSF Main High Reversionary ‘Fund
Asset Share Bonus fund = .|  (held within the Co
Return Fund (held within the WPSF) WPSF) ) Ex-SAIF
Gross return-  ~ - 4.29% ' C422% - - 537% . . 4.29%
Net return - : - 3.60%. - 3.48% 4.41% 3.60%

‘The 2022 year end Investment Return for asset shares were:

PruFund Cautious

WPSF Main = | High Reversionary . Fund

Asset Share . "~ Bonus fund’ (held within the
Return Fund (held within the WPSF) . WPSF) Ex-SAIF
Gross return : -1.53% -4.39% -5.36% -1.57%

Net return L -1.26% 357% - -4.13% 1.10%

The High Reversionary Bonus and PruFund Cautious funds are contained within the with-profits sub-fund.
Compared with the assets backing- the main asset share fund, the High Reversionary Bonus and PruFund
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Cautious funds are both allocated a higher. proportion of flxed interest securltles and a lower proportion of
equities. .

Prospective assumptions

Prospective assumptions are required for the adjustments-to asset shares where a prdsbective calculation
gives a higher result and for the stochastic modelling of the cost of guarantees, options and smoothing.

For asset share adjustments, the economic assumptions used represent the best estimate assumptlons
allowmg for prevailing market condltrons at the valuation date. :

Expenses

- Expense assumptions have been revised to reflect the Company's most recent experience, and expected -
expenditure over the business planning period. Maintenance expense assumptions are . expressed as.per
“policy amounts. They are set based on current expense levels, including an allowance for ongoing investment
management expenses and are allocatéd between entities and product groups in accordance with the
Company's internal cost allocation model. Expense inflation assumptions are set consistent with the economic
basis and based on'the inflation swap curve. These assumptions therefore take recent increases in inflation
into account, and allow for the market-driven long-term view of future mﬂatlon o .

The table below summarises the range of maintenance expense assumptlons used as at 31 December 2023
and 31 December 2022, before allowance for future inflationary increases.

2023 = . 2022
. . £p.a. £.p.a.
* With-profits contracts - , S 7-174 . 7-165

Refer to note 28 (E) for sensitivity analysis of FRS 102 profit before tax to changes in assumptiens.

EegmﬂeﬂQL

The table below summarises the range of lapse rate assumptions used as at 31 December 2023 and
31 December 2022. These exclude assumptions relating to retirement rates for pension contracts, which may
be as high as 100% at certain ages.

S 2023 . 2022
With-profits contracts ‘ - 0% -30% - 0% - 45%

The persistency assumptlons used to value the cost of options and guarantees for traditional with-profits .

products are reduced by a 10% margln to make an allowance for the |mpact of policyholders’ group actrons in
extreme market scenarios. :

Refer to note 28 (E) for sensitivity analysis of FRS 102 profit before tax to'changes in aseumptions.l
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The table below shows the r.nortality bases used for the valuation at 31 December 2023:

4 R Age Rating o
’ . - . Mortality Table . Years
Product (M/F) . {M/F) Multlpller % (MIF)
: Prudence Bond _ -~ AMCOO0/AFC00 +0/40 - .- 85/85
PSA/PIB A o 1 - " AMCOO/AFCO0 +0/+0 70/70
Personal Pensions - | . AMCOO/AFCO00 , . R0 80/80
Ordinary Branch assurances ’ AMCOO/_AFCOO' - _ +0/+0 - 90/90
industrial Branch AMCOO/AFC00 . +0/+0 ’. 60/60
With-Profits Deferred Annumes AMCO0/AFCO00 ‘ +0/+0 80/80
PMA16_CMI21_M_LTR_1.60_ '
Sk_7.25_A_PSA pl50bp / o -
. L : PFA16_CMI21_F_LTR 1.60_S . 92/84 (PAC) -
.Grqup Pension Deferred Annuities | k 7.75_A_PSA pI50bp , +0/+0 93/90 (ex-PAL)
L . o 75 /75 Life & 60/ 60
SAIF Qonyentiona_l With-Profit_s ' o -AMCOO/AFCOO C L +0/+0 * Pensions -
_ ' - - 50/ 50 or 55 /55
. . Life (depending on
SAIF/Ex-SAL Accumulatmg Wlth- . : product) & 60 7 60
' Proflts Life } _ AMCOO/AFCO00 "~ +0/+0 . Pensions
The table below showe'the'monality baees used for the valuatio_n at 31 December 2022:
o : Age Rating
. "~ Mortality Table : Years C » ,
) Product . " (M/F) " (M/F) | Multiplier % (M/F)
Prudence Bond ~: - - AMCOO/AFCO0 1 171 90/ 90
PSA/PIB - L . AMCOO/AFCO0 ’ .-0.5/-0.5 ~ 80/80
Personal PenS|ons C o ' AMCO0/AFCOO0 A "~ 95/95°
| Ordinary Branch assurances ~° -AMCOO0/AFCO0 | -05/-:05 - 100/100
Industrial Branch - o " . PAC78WL - 0/0 - - . 55/55
_ [with-Profits Deferred Annuities ‘ AMCOO/AFCO0 -1/-1 - 95/95 -
' ' ' PMA16 CMI_20_M LTR 160
v Sk_7.25_A_PSA_pl50bp / : L
) . PFA16_CMi 20 F LTR_1.60_ . : 90/84 (PAC)
Group Pehsion Deferred Annuities Sk_7.75_A PSA _pl50bp . +0/+0 91/89 (ex-PAL)
. ' ’ ' . 70/70 Life &50/ 50
SAIF Conventional With-Profits’ A_MCOO/AFCOO ’ ) 1/1 . " Pensions
SAIF/Ex-SAL Accumulatmg With- .- R - * |50/50 Life & 55/55
Profits Life . AMCOO0/AFCO00 ) 171 . . Pensions

Stochastic asset model economic calibration and management actions

The cost of options, guarantees and smoothing are assessed on a market co-nsietent basis, so that the
reserves held are equal to the theoretical cost of hedging the guarantees in the market: In the absence of a -
deep, liquid market these costs are assessed using a market con5|stent model, ‘with a market consistent
caltbratlon ' : 4

E In order to'value the Company’s guarantees and optlons the stochastic asset/liability model projects the with-
profits Ilabllltles forward over the next 40 years for 5, 000 separate economic scenarios.

_Separate asset models are used for the risk free rate (assumed to be the UK-swap rate), UK equities,
overseas_ equities, corporate bonds, property and real interest rates. Where appropriate securities or
derivatives " are traded, it has been demonstrated that the model is able to closely reproduce these prices.
~ Where this is not the case (for example for property and corporate bonds) expert judgement has been applied.
Allowance has also been made for the correlatioh of investment returns between different asset classes..’
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The cost of guarantees, options and smoothing is very sensitive to the bonus, market value reduction and
invéstment policies that the Company will employ under varying investment conditions. The stochastic
modelling incorporates several management actions to protect the fund in adverse investment scenarios.
These management actions are con5|stent wrth the PPFM and the obllgatlon to treat customers fairly.

-‘Non-prot"t annmty business in the with- proﬂts sub-fund ‘

- The non-profit annuities business within the With-Proﬁts Fund is valued on the statutory basis, i.e. including
margins for adverse deviations (as set out in 'Valuation of annuity contracts’). The with-profits liabilities are’
valued on a realistic basis and therefore allow for the future enhancements to the pdlicyholders. Following this -
approach unadjusted would lead to an inconsistency in the net assets, as such, the present value of future
profits from the relevant non-profit annuities is applied as an adjustment to the with-profit liabilities. Annually
when the enhancements to asset shares are committed to, the value of the enhancements is transferred from
the Unallocated surplus of the with-profits fund to with-profi t liabilities. :

B. ~ Other non-linked busmess

The majority of the policyholder liabilities in other non-linked business relate to annuity contracts. The annuity
liabilities are calculated as the expected value of future annuity payments and expenses, discounted by a
valuation interest rate, having prudent regard to the assumptions used. The valuation methodology for the -
reinsurance is based on a deterministic cashflow model, in line with the underlying portfolio.

At 31 December 2023, longevity swap reinsurance covered £3.7bn (2022: £3.9bn) of annuity liabilities in the
_shareholder fund, equivalent to 30% (2022: 31%) of total annuity ||ab|I|t|es

Mortality

Mortality assumptioné for annuity business are set in light of recent population and internal experience, with an
allowance for expected future mortality. improvements. Given the long-term nature of annuity busnness
annuitant mortality remains a significant assumptron in determining policyholder liabilities. .

The assumptions used reference recent England & Wales population mortality data consistent with the CMI
mortality improvements model, with specrfc risk factors applied on a per pollcy basis to reflect the features of
the Company’s portfolio. .

An increase in mortality rates was observed over 2020 and 2021 due to the COVID-19 pandemic. Higher
mortality experience may be expected to continue to some extent over the short-term, with significant excess
deaths observed in the population over 2022 and 2023. However, there is significant uncertainty. and the

. longer-term implications for mortality rates amongst the annuitant populatlon are unknown at this stage. In line .

with broader industry approach, zero weight has been given to pandemic’ experience. ThlS is an area that wilf
continue to be monitored by the Company .

The assumptions were fully reviewed in 2022 including a bottom-up review of future mortality improvements
following the COVID-19 pandemic. No changes have been made to best-estlmate assumptions for current
mortalrty in the twelve months ended 31 December 2023

The 2023 mortality |mprovements assumption is expressed in terms of the CMI 2021 model, updated from the -
CMI 2020 model used in 2022, whilst the parameters of the model have been maintained.

The mortality |mprovement assumptions used are’ summansed in the table below, with other assumptlons '
reflecting the core CMI projection.

Year Ended Model Version (i) (i) |Long Term Improvement Raté (ii) | Smoothing Parameter (iv)
’ For males: 2.10% p.a. For males: 7.25 -
31 December 2023 | CMI 2021 For females: 2.10% p.a. : For females: 7.75
. R For males: 2.10%.p.a. For males: 7.25
31 December 2022 | CMI 2020 For females: 2.10% p.a. For females: 7.75 -

i An ‘A’ parameter. in the model to reflect socio-economic differences between the portfolie and. population experience is also 'used. This
adjusts initial mortality improvement rates and varies by age and gender. It is unchanged relative to 31 December 2022.
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i The tapering of improvements to zero is set to occur between ages 90-110 at' 31 December 2023, whlch is unchanged ‘from
31 December 2022.

iil As at 31 December 2023, the Iong -term improvement rates shown reflected a 0.5% increase to all future improvement rates relative to
the best estimate used under Solvency 1l as a margin for prudence, which is unchanged from 31 December 2022.

iv The smoothing parameter .controls- the amount of smoothing by calendar year when determining the level of initial mortality
improvements. -

The mortality assumptions for in-force vested annuities also covervannuities in deferment.

The sensitivity of FRS 102 profit before tax and of Wlth -profits llabulltles to changes in assumed mortallty rates ;
is shown in Note 28 (E). . .

Valuation interest rates

Valuation interest rates used to discount the liabilities are based on the yields as at the valuation date on the

assets backing the policyholder liabilities. For fixed interest securities, -the internal rate of return of the assets -
backing the liabilities is used. Investment properties are valued- using the redemption yield. An adjustment is-
- made to thé yield on non risk-free fixed interest securities and property to-reflect credit risk. The credit risk

allowance comprises an amount for long-term best estimate defaults and downgrades, a provision for credit -
risk premium, and where. appropriate an additional short-term overlay to reflect prospective outlook in respect

of experience over the coming period, including any uncertainty in outlook. Due. to the uncertainty of credit

outlook in the UK and given that the credit spreads have widened, primarily during the first half of 2023, the

short-term overlay has been increased for reporting as at 31 December 2023. -

The derivation of the discount rates includes the impact of the UK Government consultation on residential
ground rents (further explained in note 28, page 86) and the resultlng impact on the portfollo yleld and the
credit risk allowances .

The table be'low shows the credit allowance relative to the overall spread 6ver_ swaps.

Year ended 31 December 2023

Shareholder-backed

Annuities in With-Profits

- |annuities Fund
Credit Default allowance 53bps 53bps
Overall valuation interest rate 5.18 5.25
Credit allowance.as propomon of .- i '_ :
spreadover swaps 22.5 21.8 _
[Net of reinsurance credit reserve (Em) 523 - 205 .

Year ended 31 December 2022

Shareholder-backed
annuities

Annuities in With-Profits
Fund

Net of reinsurance credit reserve (£Em)

Credit Default allowance 47bps 46bps
Overall valuation interest rate 5.48 5.32
Credit allowance as proportlon of L . -
spreadover swaps 20.3 21.5
434 198

The increase in net of reinsurance reserve is primarily due to a reduction in yields since 31 December 2022
and an increase in the short term overlay. The allowance for credit risk within the valuation interest rate is of
. particular importance when determining policyholder liabilities, and the sensitivity of FRS 102 profit after tax to
changes in this assumption is shown in Note 28 (E). '

Expenses

Maintenance expense assumptions are expressed as per ‘policy amounts. They are set based on current
expense- levels, including an allowance for ongoing investment management expenses and are allocated
betweeh entities and product groups in accordance with the Group's internal cost allocation model. A margin
for prudence is added to this amount. Expense inflation assumptions are set consistent with the economic
basis and based on the inflation- swap spot curve. These assumptions therefore take recent increases in
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- inflation into account, and allow for the market-driven long-term view of future inflation. For the shareholder-
backed annuities the maintenance expense assumptions are £35 - 57 pa (£35 pa 2022). The. sensutlwty of FRS, )
102 profit after tax to changes in expense levels i is shown in Note 28 (E).

Term assurance assumptions

The following discount and mortality bases were used for.term assurances at 31 Dec:'embef 2023:

Interest Rate

: . % Actuarial Mortality Table Reference*
UK (excludmg ex-Scottlsh Amlcable ' : S N ' <
_|Insurance Fund) . . : . .
: S : - . | 85% to 105% AMCOO0/AFCO00 +1 or
| Term assurances - life business o ' 2.86 - 1.5 age adj depending on product

Term assurances - pensions business -~ | . 358 80% to 90% AMCOO/AFCO0+1

‘|Ex-Scottish Amicable Insurance Fund
Term assurances - life business S " nla R I n/a

Term assurances - pensions business - . ‘ 4.19 © " 80% AMCOO/AFC00+1

_The following discount and mortality bases were used for term as‘suraﬁces at-31 December 2022: .

Interest Rate ' : '
_ % . - | Actuarial Mortality Table Reference*
UK (excluding ex-Scottish Amicable : . . S S
Insurance Fund) , : N : C ‘
Term assurances - life business - S . 298 | 85% to 100% AMCOO/AFCO00+1 '
Tefm asSut;an'ces - pensions business . 373 80% to 90% AMCOO/AFC00+1
Ex-Scottish Amicable lr;surahce Fund
Term assurances - !ife business ' ‘ N n/e ' n/a _ ,
. | Térm assurances — pen'siorjs busfness - ' 408 © | . 80%AMCOO/AFCO0+1

C. . Lmked busmess in the Shareholder Fund

The provision for mortallty, morbidity and expenses is calculated using a d|scounted cashflow method on the
folIowmg bases at 31.December 2023: : :

¢

Discount Rate" - 3.58%
Fund Growth 0 4.33%
Mortality =~ ‘ 80%-120% AMC/AFCOO Ultlmate -3 or+1 age adj

. depending upon product type’ v
Administration Expenses  £74 to £174 depending on product type

, Expehée Inflation 3.33% for retained expenses, 2.83% for third party
B ' expenses

.
d~
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The provnsmn for mortality, morbldlty and expenses is calculated usmg a discounted cashflow method on the
following bases at 31 December 2022

" Discount Rate - 3.73%"
Fund Growth . © 4.59% . '
Mortality . 80%-120% AMCO0/ AFC00 Ultlmate -3 or +1 age adj .

_ depending upon product type 4
Administration Expenses  £74 to £174 depending on product type

Expense Inﬂation o 3.59% for retained expenses 3.09% for third party
. expenses

D. Llnked busmess in the With-Profits Sub-Fund (mcludmg ex Scottish Amlcable Insurance Fund)

The provnsmn for mortality, morbldlty and expenses is calculated using a discounted cashﬂow method on the
: foIIowmg bases at 31 December 2023: :

‘Discount Rate - 3.58%
Fund Growth ' 4.33%
Mortality o 80%-120% AMC/AFCOO Ultlmate -3 or +1 age adj

depending upon product type

Administration Expenses Ex-SAIF: £77 to £182 depending on product type
‘ ' WPSF: £100'to £117 depending on product type

~ Expense Inflation . -4.33% for retained expenses 2.83% for third party
. expenses

The pl’OVISIOf‘I for mortallty, morbidity and expenses. is calculated using a discounted cashﬂow method on the
following bases at 31 December 2022:

Discount Rate . ‘ " 3.73%
Fund Growth - 4.59% _ ‘ _
Mortality 80%-120% AMCO00/ AFCO00 Ultimate -3 or +1 age adj

dependmg upon- product type ]

Administration Expenses . Ex-SAIF: £76 to £178 dependlng on product type
: WPSF: £103 to £115 depending on product type

Expense Inflation . . . 4.58% for retained expenses, 3. 09% for third party
expenses o
E. Other long-term business provisions

Additional prowsmns have been establlshed the most significant being for the potential costs and expenses of
compensating the Company’s pension policyholders under-the Financial Services Authority.(FSA), the UK
insurance regulator at the time, review of pension opt-outs and-transfer cases and for the potential cost of

meeting annuity rate guarantees at vesting. Refer to note 27.
27. Commitmen_ts,~Contingenciés and Related Obligations
Pension Mis-selling Review

. The UK insurance regulator reqwred all UK life insurance companies to review sales of personal pensions
-policies for potential mis-selling. .

Whilst the Company believed it met.the requirements of the FSA (the UK insurance regulator at the time) to

" issue offers of redress to all impacted customers by 30 June 2002, there is a population of customers who,
whilst an attempt was made at the time to invite them to participate in the review, may not have received their
invitation. We continue efforts to re-engage these customers to ensure they have the opportumty to take partin
the review.

At 31 December 2023, the -pension mis-selling amount included Within the' long-term business 'prov'ision ‘was.
£140m (2022: £226m). The table below summarises the change for the year ended 31 December 2023.
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iYear Ended

Year Ended
31 December 2023 31 December 2022
. £m  fm
Balance at start of the year 226 297
Changes to actuarial assumptions and method of calculatlon - (34) . (59)

A Changes to actuarial soft-close rate assumption . ‘ ~ (46) L —
Release of provision in respect ,of’closed cases - . - e 4) - (1)
Redress paid to policyholders o _ (2) - (7)
Payment of administrative costs ) o - — o (4) .

Balance at end of the year - ‘ ‘ 140 A . 226

The pensioh mis-selling review provision as at 31 De'cember' 2023 is £140m for the remaining population. A
The key assumptions underlying the provisions are:

. Average cost of redress per customer. :
+  Proportion of provision (reserve rate) held for soft close cases (where all reasonable steps have been
taken to contact the customer but thé customer has not engaged with the review).

T‘he‘£86‘m reduction in the provision for the Pension Mis—selling Review is mainly driven by the rise in interest
rates which reduces the present value of future benefit payments and an update to the soft close rate from
30% to 15% which reduces the: number of claims expected from customers who have not engaged with the
review.

Costs arising from this review are met by the excess assets of the with-profits sub-fund and hence have not
been charged to the asset shares used in the determination of policyholder bonus rates. An assurance was
given that these deductions from excess assets would ot impact the Company's bonus or mvestment pollcy
for policies within the with-profits sub-funds that were in force at 31 December 2003.

This assurance does not apply to new business since 1 January 2004. in the unlikely event that such
deductions would affect the bonus or investment policy for the relevant policies, the assurance provides that
support would be made available to the sub-fund from the Company's shareholder resources for as long as the
situation continued, so as to ensure that the Company’s policyholders were not disadvantaged.

The Company's comfort in its ability to make such support available is supported by related intra-group
arrangements ‘between M&G plc and the Company, which formalise the circumstances in which capital
support would be made available to the Company by M&G plc. These intra-group arrangements commenced
on 21 October 2019, following the demerger of M&G plc from Prudential plc (the previous ultimate parent
company) ‘at which time intra-group arrangements formahsmg the circumstances in which Prudential plc made
capital support available to the Company terminated.

Pensions Equallsation Review

The European -Court of Justice ruled in 1990 that pension schemes should equallse retirement ages for males
and females (Barber vs Guardian Royal Exchange). This affects certain defined benefit pension schemes
previously administered by Scottish Amicable Life Assurance Society and wound: up schemes formerly
administered by the Company, where the Company issued the buy-out policy to members. Investigations have
been carried out over récent years to.determine the extent to which the Company was responsible or liable for
any errors in members’ benefit calculations and whether compensation or redress may be payable, and from
"which fund. Accordingly, as at 31 December 2023 an amount is held within the long-term business provision of
£11m in respect of sharehoider-backed business and £3m in respect of ex SAIF (2022: £11m and £3m
respectively). .
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_Guaranteed Minimum Pensions

From April-1987, pension schemes were able to ‘contract out' of the State Earnings Related Pension Scheme,
enabling companies and members to pay lower National Insurance Contributions, but their schemes had to
provide a minimum level of benefit, the GMP. Recent court cases have confirmed that there is a requirement
for GMPs to be equalised between male and female members/policyholders. The Company has included an '
amount within the long-term business provision for the expected costs of equalisation, however there is
uncertainty as to the extent to which the judgements apply to schemes other than active defined benefit
schemes and therefore the extent to which the Company may be responsible for achieving this across its
product lines. A provision of £39m was held at 31 December 2023 (£39m at 31 December 2022) to provide for
equalisation of GMP benefits. This provision was set up following a high court ruling in 2018 relating to Lloyds
Banking Group which resulted in pension schemes being legally required to remove any inequality of treatment
between members for pensions benefits accrued after May 1990.

Support of Long-term Business Funds by Shareholders’ Funds

As a proprietary insurance company, the Company is liabie to meet its obligations to policyholders even if the
assets of the long-term funds are insufficient to do so. The assets, represented by the unallocated surplus of
with-profits funds, in excess of amounts expected to be paid for future terminal bonuses and related
shareholder transfers (the excess assets) in the long-term funds could be materially depleted over time by, for
‘example, a significant or sustained equity market downturn, costs of significant fundamental strategic change
or a material increase in the pension mis-selling provision. In the unlikely circumstance that the depletion of the
excess assets within the long-term fund was such that the Company's ability to satisfy policyholders’
reasonable expectations was adversely affected, or otherwise not able to meet its obligations to treat the with-
profits policyholders fairly, it might become necessary to restrict the annual distribution to shareholders or to
contribute shareholders’ funds to the long-term funds to provide financial support. :

Inline with the FCA regulations which ensures that new business written in the With-Profits Sub-Fund (WPSF)
is financially self-supporting or, in the event charges are not sufficient to cover costs, shareholders will make
an appropriate contribution to the WPSF. In 2022 a £6.6m loss arose due to the establishment of a provision
(credited to the fund for future appropriations) as the lower sales volumes were not sufficient to generate
charges to fully absorb the operational fixed costs. The final shortfall in réspect of 2022 new business was

" greater at £7.3m A provision has been established in relation to 2023 new business volumes of £17.3m,
resulting in an overall loss of £17.9m in 2023 (transferred to the fund for future appropriations).

The Company established a Polish branch which became operational in March 2013. The Company’s With
Profits inherited estate contributed to the costs of establishing the branch and receives repayment through
ingtome from charges levied on the business. There is an obligation on the Company's shareholder funds to
ensure the With Profits inherited estate will be repaid in full, with interest, and therefore an amount is
recognised for the estimated cost to the shareholder of any shortfall at end of the term of the agreement. This
obligation to repay the With Profit inherited estate in full was not affected by the Part VIl Transfer of the
Company's Polish branch to its subsidiary, PIA, in 2019. At 31 December 2023 £62m has been provided for by
the Shareholder fund which has been credited to the fund for future appropriations with changes in the value
recognised in transfer from/(to) the fund for future appropriations in the profit or loss account.

Transformation costs associated with new business will be recovered in the pricing of future new business
(subject to a shareholder underpin whereby the shareholder will compensate the WPSF if any of these costs
are not fully recovered after a specified period, currently 10 years with an extension of 5 years to 2031). As at
31 December 2023 the provision was £6.8m (2022: £nil), a loss in the period of this amount (transferred to the
fund for future appropriations). '

If expected benefits do not materialise to the With-Profits fund from the Target Investment Model Programme,
. the Comipany shareholder fund will commit to compensate the Fund for any implementation costs borne which
- were not fully recouped. The assessment period proposed for the underpin arrangement will be capped at 5
years. ’
Litigation

The Company is, and in the future may be, subject to legal actions and disputes in the ordlnary course of its
busmess ’
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While the outcome of such matters cannot be predicted wrth certainty, the directors beheve that the ultimate -
outcome of current litigation will not have a material adverse effect on the Company s financial condition and
results.

Intra-group Capital Support Arrangements

‘M&G plc and the Company have put in place intra-group arrangements to formallse circumstances in which
capital support would be made available by M&G plc (including in the scenarios referred to in Pension Mis-
selling Review above). While it is considered unlikely that such support will be required, the arrangements are
intended to provide additional comfort to the Company and its pollcyholders )

“Prutec Limited, a subsidiary of the Company, invests in partnershlps venture capital funds, private equity
funds and private equity transactions. Prutec Limited's assets are predominantly fixed asset investments, and
as a result the entity has net current liabilities. Accordingly, a letter of support provided by the Company to
Prutec Limited prowded the necessary support through a loan facility up to 30 September 2023. -

‘In 2016 the Company put in pIace an arrangement to formalise circumstances in which capltal support would

be made available to its subsidiary Prudential Pensions Limited (PPL). The drawdown of support would be
triggered by a breach of pre-specified solvency condltlons in PPL (105% of Solvency Capital Requurement or
105% of Economic Capital Requirement). .

There is an obligation on the Company's shareholder funds to-support M&G Wealth Advice Limited (formerly
Prudential Financial Planning Ltd), another group company, which became operational in 2013. Part.of the
acquisition costs incurred in the early years of the M&G Wealth Advice Limited operation were funded by the-
~ Company's with-profits fund and so were due to be repaid over five years as from 1 January 2018, reflecting

the period over which the benefit, in terms of sales, would arise. During 2020, the arrangement was changed, .
- to instead require M&G Wealth Advice Limited to deliver cost savings to the Company's with-profits funds. . In
the event of closure of M&G Wealth Advice Limited or M&G Wealth Advice Limited not delivering cost savings
" to the Company's with-profits funds, the shareholder will reimburse the consequent estate drain. The
~ shareholder’s liability will reduce each year by the cost saving realised in the WPSF. This is defined as the
'dlfference between the expenses charged to the WPSF in 2020 and the actual expenses charged each year
from 2021

R|sk M|t|gat|on Agreement between Shareholder and With Profits Fund

PAC's shareholder fund had previously entered into a risk management arrangement with the with-profits fund
in relation to the shareholder transfers expected to emerge from the with-profits sub-fund, specifi cally with
regard to the PruFund new business written during 2018 to 2020. This arrangement was designed to protect
. the 'shareholders against extremely weak market returns. This arrangement was terminated in 2023. The
arrangement resulted in a £9m realised loss for the year ended 31 December 2023 (2022: unrealised loss of
£8m).

Further, in 2023, PAC's shareholder fund entered into a new arrangement with the WPSF in relation to future
shareholder transfers expected to-emerge from PruFund business ‘written to- 31 December 2022. The-
shareholder fund accepted a one-off cash payment in lieu of 20% of these. future shareholder transfers. This
arrangement is mutually beneficial since it generates certainty and cash for the shareholder while reducing the
with-profit fund exposure to a potential mismatch between the value of the shareholder transfers and the fixed
charges taken to cover those transfers. In addition, under the arrangement the shareholder paid the WPSF for

. a higher share of future surplus from certain cohorts of business. In the current year a loss of £144m arises on
transaction, an-unrealised loss of £14m (2022:£nil) and a realised gain of £nil (2022:£nil), due to the interaction
of the arrangement with the fund for future appropriations of the with-profits fund. These are expected to
unwmd in future in line with the receipt of future shareholder transfers
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28. Financial assets and liabilities

‘A Financial instruments - designation and fair values‘

- All financial assets of the Compahy are designaie‘d as either fair value through profit and IossAo‘r amortised
cost. "Financial liabilities are designated as either fair value 'through profit and- loss, amortised cost or

investment contracts with discretionary participation features accounted for under FRS 103 as described in -

note 1 (Accounting Policies). The Company has chosen to adopt IFRS 9'to align with the Group (see note 1

(F)) and has applied IFRS 9 retrospectively and restated. comparative |nformat|on for the year ended 31 - .

December 2022.
. 2023

Financial Assets

Deposits with credit institutions o
" Equity securities.and portfolio holdings in
unit trusts

- Debt securities and other fixed mcome
securities (note i)

Loans

Participation in lnvestment pools
Derivative assets : :
Assets-held to cover linked I|ab|I|t|es

Debtors arising out’ of direct insurance :

operations

" Debtors arising out of reinsurance
operations,

Accrued |nvestment |ncome
Other debtors )

Cash at bank and in hand
Total .

Fmanclal Liabilities

’ Investment contracts wnthout dlscretlonary
participation features

~ Creditors arising out of dlrect insurance -
v operatlons .

Creditors arising out of relnsurance
operations

" Deposits received from relnsurers
Other creditors (note i)

Amounts owed to Credit Institutions
(excluding derivatives)

Derivative liabilities
Total (note iii)

Fair value

Amortlsed Total carrying Fair value A
through : Cost . value .
profit and
loss .
£m £m - £m . £€m
- 12,507 . 12,507 12,507
64,559 —. 64,559 64,559
39,943 — 39,943 39,943
1,842 — - 1,842 1,842
12,285 = 12,285 . 12,285
1,354 . — 1,354 1,354
10,012 961 10,973 - -10,973
— 27 27 27
- 14 14 4.
— 718 . 718 718 -
— - 376 376 376
, — 829 ' 829 - 829
129,995 15,432 - -145,427 145,427
Feir-velue' i Amortised Total carfying Fair value’
through -cost: . value :
profit and ’ B
- loss’ : .
£m fm . . £m £m
16,228 — 6,228 6,228 -
— 101 101 101
— 196 196 196
— L 111 111
— 960 - : 960 960
- 4459 4459 4,459
2,572 e 2,572 2,572
- 5827 14,627

- . 8,800
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2022 ' : - - Fairvalue Amortised Total carrying - 'Fair‘value'
' : : through cost value A
profit and :
loss )
£Em - £m - Em. : £m
[Financial Assets . : ' . :
Deposits with credit institutions o : _ 1.8,664' : 18,664 ' _ 18,664
Equity securities and portfolio holdings in 57,156 - 57,156 57,156
unit trusts . :
Debt securities and-other fixed income "~ 40,218 - = 40, 218 40,218
securities.(note i} ‘ ‘ . .
" Loans - L © 2332 (2 - 2,330 2,330
Participation in 'in\_/estment pools 12,062 . — - 12,062 12,062
Derivative assets ‘ 2,418 ' — . 2418 _ 2,418
Assets held to cover linked liabilties - '9,737 830 10567 10,567
Debtors arising out of direct i lnsurance o — . 20 - : 20 20
: operatlons : . .
‘Debtors arising out of reinsurance . — 25 25 " 25
operations o . )
Accrued investment income . — 679 ‘ 679 . 679
Other debtors ' . — 361 . : 361 - - 361
_ Cash at bank and in hand — : 875 875 - 875
Total 123,923 21,452 145,375 145,375
Fair value Amortised Total cerrying : Fair value-
through cost - value -
' profit and.
loss .
£m £fm £m : - £m
Financial Liabilities - o o
Investment contracts without dlscretlonary 6,098 - — 6,098 . 6,098
participation features ] ) . o -
Creditors arising out of direct insurance — 103 ' 103 103
operations ) : '
Creditors arising out of reinsurance : — S 176 . 176 176
~ operations - . '
Deposits received from reinsurers X — ' 146 146 ° - 146-
Other creditors (note ii) - 246. 735 981 - - 981
" Amounts owed to Credit Institutions - 5,858 ) 5,858 . . 5,858
(excluding derivatives) . . )
Derivative liabilites 3,882 — 3,882 3,882
" Total (note iii) ‘ .10,226 - 7,018 - 17,244 - 17,244
Notes

(i) Asat31 December 2023, £553m (2022 £411m) of convertible bonds were included in debt securltles
There were no convertible bonds included in borrowings.

(i) As at 31 December 2023, £1m (2022: £1m) of loans repayable, contlngent on regulatory surplus
emerging, was included in other creditors.

(iii) For financial liabilities designated as fair value through profit and loss there was no material impact on-
profit from movements in credit risk during 2023 and 2(_)22..‘ }

Determination of fair value

The fair values of the financial assets and Ilabllltres as shown in the table above have been determmed -on the-
- following bases: : :
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The fair values of the financial instruments which are held at fair value through profit and loss are determined
by the use of current market bid prices for quoted investments, or by using quotations from independent third-
parties, such as brokers -and pricing services or by using appropriate valuation techniques. Investments valued
using valuation techniques include financial investments which by their nature do not have an externally
quoted price based on regular trades and financial investments for which markets are no longer active as a
result of market conditions e.g. market illiquidity. The valuation techniques used include comparison to recent
arm's length transactions, reference to other instruments that are substantially the same, discounted cash flow
analysns option adjusted spread models and, if applicable, enterprise valuation. These techniques may include
a number of assumptions relating to variables such as credit risk and interest rates. Changes in assumptions
relating to these variables could positively or negatively impact the reported fair value of these instruments.
When determining the inputs into the valuation techniques used, priority is given to publicly available prices
.from independent sources, when available, but overall the source of pricing is chosen with the objective of
arriving at a fair value measurement which reflects the price at which an orderly transaction would take place
between market participants on the measurement date.

‘The fair value estimates are made at a specific point in time, based upon available market information and-
judgements about the financial instruments, including estimates of the timing and amount of expected future
cash flows and the credit standing of counterparties. Such estimates do not reflect any premium or discount
that could result from offering for sale at one time the Company's entire holdings of a particular financial
instrument, nor do they consider the tax impact of the realisation of unrealised gains or losses from selling the
financial instrument belng fair valued. In some cases the- disclosed value cannot be realised in immediate
settlement of the financial mstrument

The investment properties of the Company are externally valued by professionally qualified external valuers
using the Royal Institution of Chartered Surveyors valuation standards. An ‘income capitalisation’ technique is
predominantly applied for these properties. This technique calculates the. value through the yield and rental
value depending on factors such as the lease length, building quality, covenant and location. The variables
used are compared to recent transactions with similar features to those of the Company’s investment
properties. As the comparisons are not with properties which are virtually identical to Company’s investment

properties, adjustments are made by the valuers where appropriate to the variables used. Changes .in -

assumptions relating to these varlables could posmvely or negatively impact the reported fair value of the
propertles : :

The fair value of the Company's shareholder investments in entities that undertake insurance business are
valued based on Solvency Il Own Funds. The Company's investments in other subsidiaries are valued based
on net asset value. The directors have concluded that Solvency. Il Own Funds and net asset value used as a
basis for the valuation of insurance and non-insurance subsidiaries respectively provides a -close
approximation to fair value. .. '

The estimated fair value of derivative financial' instruments reflects the estimated amount the_Compahy would
receive or pay in an arm’s length transaction. This amount is determined using quoted prices if exchange
listed, quotations from independent third-parties or valued internally using standard market practices.

The fair value of other fnancnal liabilities is determined using discounted cash flows of the amounts expected
to be paid.

BN

" Level 1 2 and 3 fair value measurement hierarchy of financial mstruments

The table below includes ﬁnancial instruments carried at fair value analysed by level of the FRS 102.34
Specialist Activities- Financial Institutions (FRS 102.34) paragraph 22 defined fair value hierarchy. This
hierarchy is based on the inputs to the' fair value measurement and reflects the lowest level input that is
significant to that measurement. The Company's policy is to recognise transfers into and transfers out of levels
at the end of each half year except for material transfers which are recognised as of the date of the event or
change in cwcumstances that caused the transfer.

The classification crltena and its appllcatlon to the Company can be summarised as follows:
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Level 1 — quoted prices (unadjustéd) in active markets for identical assets and liabilities -

. Where there is sufficient evidence that the instruments were trading in an active market at the year end they
are classified as Level 1: Level 1 principally includes exchange listed equities, mutual funds with quoted prices,
exchange traded derivatives such as futures and options, and certain national government and corporate
bonds.

"Level 2 - inputs other than quoted prices included within level 1 that are observable either directly (i.e.
as prices) or-indirectly (i.e. derived from prices)

Level 2 principally includes corporate bonds and other less frequently traded national government debt
securities which are valued using observable inputs, together with over-the-counter derivatives such as -
- forward exchange contracts, certain loans that use observable inputs and non-quoted investment funds valued -
with observable inputs. It also includes investment contract liabilities- without DPF ‘that are valued using
observable lnputs

Level 3 - Significant inputs for the asset or liability that are not based on observable market data
_(unobservable inputs)

Level 3 principally includes investments in private equity funds, directly held investment properties and
investments in property funds which are exposed to bespoke properties or risks and investments which are
internally valued or subject to -a significant number of unobservable assumptions. It also includes debt
securities and equity release mortgagé loans which are rarely traded or traded only in privately negotiated
transactions and hence where it is difficult to assert that these have been based on observable market data.
The inherent nature of the vast majority of these assets means that, in normal market conditions, there is
unlikely to be significant change in the specific underlylng assets classified as level 3.

Further details of internally valued level 3 assets are as follows: = A

e Debt securities which were either valued on .a discounted cash flow method with an internally

~ developed discount rate or using other valuation methodologies including enterprise valuation and
estimated recovery (such as liquidators' reports). These include senior and junior notes backed by
residential ground rents with a carrying value of £741m (2022: £941m) — Please see page 86 for more
information on these assets. The majority of such securities use matrix pricing, which is based on
assessing the credit quality of the underlying borrower to derive a suitable discount rate relative to
government securities. Under matrix pricing, the debt securities are priced taking the credit spreads on
comparable quoted public debt securities and applying these to the equivalent debt instruments
factoring a specified liquidity premium. The parameters used in this valuation technique are readily
observable in the market and, therefore, are not subject to interpretation. During the year, the
methodology for valuing the securities was further enhanced to place focus on the use of comparable
instruments or a comparable basket of securities to derive a credit spread for each in scope private
debt investment. This approach aligns to views of best practice and considers key features of the
investment being valued.

+  Private equity and venture capital mvestments in both debt and equity securities which were valued
internally using discounted cash flows based on management information available for these
investments. The significant unobservable inputs include the determination” of expected future cash
flows on the investments being valued, determination of the probability of counterparty default and
prepayments and the selection of appropriate discount rates. The valuation is performed in
accordance with International Private’ Equity and Venture Capital Association valuation guidelines.
These investments were principally held by consolidated investment funds that are managed on behalf
of third parties.

e Equity release mortgage loans are valued internally using discounted cash flow models The inputs
that are most significant to the valuation of these loans are the discount rate (consisting of an
observable risk free rate and an unobservable illiquidity premium of 3% (2022: 2%), the current
property value, the assumed future property growth is now measured using a risk free curve (2022:
3%) and the assumed future annual property rental yields of 2% (2022: 2%). Significant assumptions
for equity release mortgage assets within the valuation of the no-negative-equity guarantee (NNEG)
include the expected annual increase in house prices as above and the implied in house prlce volatility
of 11% (2022: 13%).
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- The table below provides the sensitivity of the. most significant unobservable inputs for investment property, -
equity release mortgages, equity securities and, portfolio holdings in unit trusts and debt securities, on their fair
value, and the |mpact on FRS 102 proft after tax.

Fair . Heldin Most Sensitivit_y Change Impacton

. Value = Shareholder- significant in :air : FRfst 123 -
S backed fund un © value  profitafter
As at 31 December 2023 : unobservable ‘ . tax
R £m “£m : : A - £m £m
" Investment property o .
: : ) ) Decrease by 50bps 649 58
. : = quivalentyield - | ease by 50bps  (562) (47)
Property in use . 6,079 550 . o . .
T o : . Estimated rental Decrease by 10%  (521) (36) .
value - - Increase by 10% . . 530 © 36
Propeérty under , 135 . Development ~ Increase by 10% . - 13 -
development : . cost Decreaseby 10% ~ (13) R
lliquidity - .  Increase by 50bps (61) (46)
premium - Decrease by.50bps . - 66 50
Current property !ncrease by 10% 44 33
A . value 4 Decrease by 10%  ~  (54) (40)
Equity release " 928 928 - Assumed annual !ncrease by 100bps 109 o 82
mortgages () - l property growth Decrease by 100bps |
: rate _ y ps (154) . (116)
" Assumed annual Increase by 100bps - 77 - (58)
property rental S
o : yield . Decrease by 100bps - 72 54 .
Equity securities and . Incre by 10% —
portfolio holdings in 6,953 1 Nelt asset nerease by 1% 695
. _unit trusts - L - value ' Decrease by» 10% - (695) —
Debt securities (ii) » . : o ) .
Private placement loans ™~ - L. : . - Increase by 40bps (178) (108)
44 . ; )
(i) - : 4'218. 23 Discount rate Decrease by 40bps 193 117
L - _ o . - "Increase by 50bps . (10) - .. (9)
Retail income strlpe - 158 — Drs_count rate Decrease by 50bps 12 10
Unquoted corporate 114 . 7414 ' Increase by 10% 121 61
bonds o 149 Broker quotes i, rease by 10% (121) (61).
Other investments -
(including derivative
. assets) - _ . )
Deri\}a(ive assets S E . - Increase by 50bps O M
: . 30 . 30 o -Discount rate' Decrease by.50bps 1 1
Other investments - 10 615 1 .- Netasset ~ Increase by 10% 1,061 —
S value Decrease by 10% (1.081) = —

i) The equnty release mortgage Ioans of £928m as at 31 December 2023 were valued internally using
" discounted cash flow models. Future cashflows are estimated based on assumptions, including prepayment,
death and entry into long-term care, and discounted using an appropriate dlscount rate, WhICh references
market rates for equity release mortgage loans.
The equity release mortgages have a no-negative equity guarantee (NNEG) that caps the loan repayment in
the event of death, or entry into long-term care, to be no greater than the proceeds from the sale of the
property that the loans are secured against. The value of the NNEG, which is recognised as a deduction from
the value of the loans, is based on a Black-Scholes option pricing valuation utilising a real-world approach and
is estimated 'using assumptions, including future property growth rate and property price volatlllty
ii) Debt securities have been adjusted to exclude assets held to cover linked liabilities. :
iii) Included within private placement loans are senior and junior notes backed by residential ground rents with
a carrying value of £741m (2022: £941m), of which £512m are held in the shareholder-backed fund (2022:
£668m). In addition £499m (2022: £481m) of senior notes backed by residential ground rent assets are also
held in the assets held to cover:linked liabilities'as shown in note 15. In d@ggregate the carrying value was
£1,241m (2022: £1,422m). In November 2023, the Department for Levelling up, Housing and Communities, a.
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department of the UK Government, issued a consultation titled *Modern Ieasehold restrlctlng reS|dent|aI
ground rent for existing'leases”. The consultation, which is now closed to comments, included five options for
capping ground rents in‘existing leases. One of the potential options is to cap ground rents in existing leases at
the nominal value of a peppercofn (peppercorn cap), which would eliminate materially the full value of the
asset. We have béen engaging with the UK Government-and, together with other industry participants, have '
provided constructive responses to the consultation. However, the outcome of the consultation in terms of any

proposed change in-legislation is still uncertain.
The impact on the overall reported market value. (£1, 241m (2022:£1,423m)) from_the uncertalnty arising from

the potential outcomes of the consultation have been reflected in the valuation through a ratings downgrade to
all senior notes impacted from AA- to A+ and the application of an incremental illiquidity spread of 0.60%
above the comparable spread implied by the rating to reflect the compensation that a market participation
would require at reporting date due to the uncertainty in future values. Consequently, the risk premium on the
residential ground rents as at 31 December 2023 ranges between 1.80% and 2.69% on the senior notes and.
between 3.81% and 4.49% on the junior notes. The impact of these assumption changes is a decline in the
value of the residential ground rent portfollo of £170m, of which £121m relates to assets held in-the
shareholder-backed fund.
" An increase in the illiquidity spread of 50 bps would result in the value of the assets: decreasmg by £100m, of
-which £70m would relate to the shareholder-backed fund. In the event of a ‘peppercorn cap’, the assets would
fall to a value close to nil. All the senior residential ground rent notes in the portfolio are A rated and there is no
evidence to suggest an underlylng increase in the: credlt risk from a systematac inability of the tenants to repay .
the residential ground rents. '
The corresponding impacts to long term business prowsmns and techmcal provnsmns for. linked Ilabllltles and
profit after tax are dlsclosed in note 28 (E).
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Sensitivity

Fair Heldin  Most significant Change in Impacton
Value  Shareholder- unobservable fair value FRS 102 -
: . backed fund input : profit after
As at 31 December 2022 : tax
£m - £m £m "E£m
Investment property . i :
Equivalent vield Decrease by 50bps 777 76
: . : ' A -=au V€0 \ncrease. by 50bps (666) (62)
Property in use 6,557 - . 873 o . '
: _ . Estimated rental ‘Decrease by 10% (837) (42) -
- 4 value Increase by 10% 582 43
Property under o 317 .- . Development  ‘Increase by 10% 32 —
development - cost Decrease by 10% (32) —
Ob 63 47)

nasy b,

r)remlum . . 69 51

. Current property Increase by 10% 39 ‘30

_ Equity. release : 901 * 901 value Decrease by 10% (48) ~ (36)
mortgages (i) : : : . Assumed annual ‘Increase by 100bps 113 85 -

. ) property growth o )

~rate : Decrease by 100bps (159) (119) .
Assumed annual Increase by 100bps (73) (55).
.property rental  Decrease by 100bps . -
yield 69 52
Equity securities and . . Increase by 10% - 482 _
portfolio holdings in " 4,819 1 Net asset value o ]
unit trusts : ) . : . Decrease by 10% _ (482) —
Debt securities (ii) L L -
. ean N Increase by 40bps . '(202) (141)
4 14 .
anate placement loans 540 2,5: D|scoent rate ‘ Decrease by 40bps - 217 - (202)
. o , Increase by 50bps . 20 10
’ 161 t :
Retail income strips '6 ‘ 139 Discount rate . Decrease by 50bps (18) ©)

. Unquoted corporate , : Increase by 10% 129 136
bonds 1,292 . 487 . Broker quotes Decrease by 10% (129) (36)
Other investments -

(including derivative
assets) , .
" Derivative assets - ' : . - Increase by 50bps (1 1)
26 : t rat :
) . : 26 Dlscoun, rate Decrease by 50bps 1 1
. Other investments - Net asset Increase by 10% - 1,093 —
10,935 — . . _ }
. value Decrease by 10% (1,093)- _

i). The equity release mortgage loans of £901m as at 31 December 2022 were valued internally using
discounted cash flow models. Future cashflows are estimated based on assumptions, including prepayment,
death and entry into long-term care, and discounted using an approprlate discount rate, which references
market rates for equity release mortgage loans.

The equity release mortgages have a no-negative equ1ty guarantee (NNEG) that caps the loan repayment in -

- the event of death, or entry into long-term care, to be no greater than the proceeds from the sale of the
property. that the loans are secured against. The value of the NNEG, which is recognised as a deduction from
the value of the loans, is based on a Black-Scholes option prlcmg valuation utilising a real-world approach and
is estimated using assumptions, including future property growth rate and property price volatility.
ii) Debt securities have been adjusted to exclude assets held to cover linked liabilities.
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" THE PRUDENTIAL ASSURANCE COMPANY LIMITED

Notes on the fi nancml statements (contlnued)

31 December 2023

Level 1 Level 2 Level 3 - Total
. ) £m : £fm - fm £m
With-profits _ _ . . ’
Investment properties . . — - 5,664 . 5,664
Equity securities and portfollo holdmgs in unit trusts 54,485 3,122 6,952 64,559
Debt securities . . 11,292 16,933 2,440 30,665
Loans . - ' S -3 538 568
Other investments (including derivative assets)* 272 2,559 10,613 13,444
Assets held to cover linked liabilities ] 27 : 697 404 1,128
Derivative liabilities ' (59) - (999) — (1,058)
Total financial investments, net of derivative |Iabl|ItIeS 166,017 = 22,342° . 26,611 114,970
Percentage of total ) - 57% 20% - 23% 100%
Unit-linked . : : : .
Assets held to cover linked liabilities =~ . . 5,239 69 — 5,308
Total investments net of derivative liabilities 5,239 69 — 5,308
Investment contract without discretionary partucnpatlon — "(6,228) = (6,228)
features held at fair value ]
Total . - 5,239 (6,159) — (920)
.Non-linked shareholder—backed ‘ : :
Investment properties ' ‘ ‘ - — 550 550
Equity securities and portfolio holdlngs in unit trusts o= —_ 1 1
-Debt securities . " - . 2,057 4,136 © 3,085 9,278
Loans _ S - —_ 1,274 - 1,274
Other investments (including derivative assets)* — 163 31 194
Assets held to cover linked liabilities . ' 452 1,769 ' 1,355 - 3,576
Derivative liabilities ‘ — (1,501) C . (13) (1,514)
Total financial investments, net of derivative liabilities 2,509 4,567 6,283 13,359
Percentage of total : : '- . 19% - 34% " 47% 100%
Company total _ o
Investment properties - L= = 6,214 6,214
Equity secuntles and portfoho holdings in unit trusts 54,485 3,122 6,953 64,560
Debt securities : 13,349 . 21,069 5,525 39,943
Loans . : _ - 30 1,812 . 1,842
Other investments (including derivative assets)* -~ = . 272 . 2,722 10,644 13,638 '
Assets held to cover linked liabilities . . 5,718 . 2,535 1,759 10,012
Derivative liabilities . (59) (2,500) (13) (2,572)
Total financial investments, net of derivative liabilities 73,765 26,978 . 32,894 133,637
Investment contract without discretionary participation. — (6,228) - (6,228)
- features held at fair value :
Total ’ ' _ 73,765 20,750 32,894 127,409
Percentage of total ' : - 58% 16% 26% 100%

* Included in other mvestments are denvatlves financial investment funds, hedge funds and private equity
funds :
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THE PRUDENTIAL ASSURANCE COMPANY LIMITED

" Notes on the finaricial statements (continued)

31 December 2022

Level 1 Level2 Level 3 " Total
_ £m - £m T fm  £m
With-profits ) . ’ ) .
Investment properties’ T _ ) — = : 6,001 6,001
Equity securities and.portfolio holdlngs in unit trusts ' 49,262 - 3,075 ‘4,81:8 ‘ 57,155
Debt securities - : . . " 6,369 21,635 2,853 30,857
Loans ' o S = — 1,031 1,031
Other investments (including derivative assets)* © . 287 . 3,001 10,935 14,223
- Assets held to cover linked Iiabilitie's _ 151, . 758 417 . 1,326
Derivative liabilities’ . . g (87) (2,049) —  (2,136) _
Total financial investments, net of derlvatlve Ilabllltles 55,982 26,420 - 26,055 108,457 -
Percentage of total A : . 52% 24% 24% - 100%
Unit-linked ' ‘ S S :
Assets held to cover linked liabilities : 5,361 (2). — 5,359
Total financial investments net of derivative liabilities 5361 - (2)- — 5,359
Investment contract without dlscretlonary participation - - '(6(,098)7 —  (6,098)
features held at fair value B :
Total s 5,361 . (6,100) — (739)
Non-linked shareholder-backed - , : s
Investment properties ' o — — 755 - 758
Equity securities and portfolio holdlngs in uhit trusts , : — — 1 oA '
Debt securities . . ) . . 1,313 4,909 3,140 9,362
Loans ' ' — — 1,300 1,300
Other investments (including derivative assets)* : ' - 232, 26 258
Assets held to cover linked liabilities ’ 142 1,736 1,172 3,050
Denvatlve liabilities . oo S ' — (1,738) (9) - (1,747)
Total financial investments, net of denvatlve |IabI|ItIeS © . 1,455 5139 6,385 . 12,979
Percentage of total - . : S 1% 40% 49% - 100%
- Company total ) .
Investment properties . : . B 6,756 6,756
. Eqmty securities and portfolio. holdlngs in unit trusts - .. 49,262 3,075 '_ 4819 . 57,156
'Debt securities o , . 71682 26544 5,993 40,219
Loans = . ' ‘ L= — 2,331 2,331
Other investments (lncludlng derivative assets)* - ‘ 287 - 3,233 10,961 - 14,481
. Assets held to cover linked liabilities ‘ o 5,654 2,492 1,589 9,735
" Derivative liabilities A . T ©(87)  (3,787) . 9) (3,883)
Total financial investments, .net of derivative habllltles 62,798 31,557 32,440 126,795
Investment contract without dlscretlonary participation features .- (6,098) - (6 098)
~ held at fair value : :
Total : 62,798 25,459 = 32,440 120,697
Percentage of total : < t - 52% 21% 27% 100%

* Included in other mvestments are derlvatlves financial investment funds hedge funds and prlvate equity
funds

Intereét expense

The interest expense on financial liabilities not at fair value through profit and loss. was nil for the year ended
31 December 2023 (2022: £7m).
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- THE PRUDENTIAL ASSURANCE COMPANY LIMITED

Notes on the financial statements (conti‘nueﬂ)

B. Risk Management

The Company’s busmess involves the acceptance and management of risk. The Company has in place a risk
management process, which is undertaken in accordance with the RMF.

A number of risk factors affect the Company'’s operating results and financial condition. The financial risk -
categories affectlng the Company's financial assets, financial liabilities and customer liabilities are set out
below:

. Risk Type: - 'Definition: :
Market risk The risk of loss or adverse change in the health of the Company’s business (including
’ the with-profits fund estate) resulting, directly or indirectly, from fluctuations in the level or
volatility of market prices of assets, currencies, liabilities and financial instruments.
Credit risk The risk of loss or of adverse change in the Company's financial situation, or that of its
“customérs and clients, resulting from fluctuations in the credit standing of issuers of

securities, counterparties and any debtors in the form of default or other significant credit .
event (e.g. downgrade or spread widening). .

Insurance risk The risk of loss or of adverse change in the Company's financial situation, or that of its
: customers and clients, resulting from changes in the level, trend or volatility of mortality;
- longevity; morbidity; persistency; expense and margin pricing experience.

Corporate ~ The risk that the Company and its businesses are unable to meet their financial
Liquidity risk  obligations (e.g. claims, creditors and collateral calls) as they fall due because they do
: not have or are unable to generate sufficient liquid assets.

The financial assets, financial liabilities and customer liabilities attaching to the Company's life assurance
business are, to varying degrees, subject to the risks described above which may have a material effect on the
profit or loss and shareholders’ funds. This is discussed below by component of business. .

With-profits business

With-Profits Sub;Fund (WPSF) business

The shareholder exposure to the WPSF business (including non-profit annuity business of the WPSF) primarily
arises through the effect'that market, credit and insurance risks have on shareholder transfers from the WPSF.

'The investment assets of the WPSF are subject to market and credit I'ISk Changes in their carrying value net
of related changes to asset-share liabilities of with- -profits contracts, affect the level of unallocated surplus of
the fund. Therefore, the level of unallocated surplus is particularly sensitive to the level of investment returns
on the portion of the assets that represents surplus. However, as unallocated surplus is accounted for as a
liability not attributable to either policyholders or shareholders, in the normal course of events movements in its
value would not be expected to affect shareholders’ profit and equity.

“The shareholder receives up to 1/9th of the cost of bonuses declared to with-profits policyholders. For certain -
‘with-profits’ contracts, such as those invested in the PruFund range of funds, the bonuses represent the
policyholders’ net return based on the smoothed unit price of the selected investment fund. Investment
performance is a key driver of bonuses declared, and hence the amount the shareholder receives. Due to the
smoothed basis of bonus declaration, the sensitivity to short-term investment performance and other insurance
risks is relatively low. However, long-term mvestment performance and persistency trends may affect future
shareholder transfers. .

The equity risk relating to. the future shareholder transfers from the WPSF is partlally hedged on the
shareholder balance sheet. : .

The Company manages the assets and liabilities of the WPSF SO as to ensure that there is suffaent liquidity
within the asset portfolios to enable ||ab|I|tves to policyholders to be met as they fall due.

91



THE PRUDENTIAL ASSURANCE COMPANY LIMITED

Notes on the financial statements (continued)

Defined Charge Participating’ Sub-Fund (DCPSF) business

The- shareholders' exposure to DCPSF business primarily arises from the effect that market, credit and
insurance risks have on the charges taken in respect of the business and the expenses incurred. The charges
taken are dependent on the value of the funds under management and are therefore dependent on the market
price of assets and policyholder rates of exit. For similar reasons to the WPSF, shareholder funds are not in
the normal course of events exposed to the movements in the -assets and liabilities ‘of the DCPSF.

Unit-linked business

Unit-linked business represents a comparatively small proportlon of the Companys in-force business, with the
shareholder exposure primarily arising from the effect that market, credit and insurance risks have on the
charges levied on the business and the expenses incurred. While customer liabilities are-exposed to market
movements these are matched by corresponding movements in asset values. and therefore have minimal
impact on shareholder funds. .

Profits from unit- Irnked contracts prrmarlly arise from the excess of charges to customers for management of
assets, over expenses incurred. The charges incurred are sensitive to changes in the value of funds under
‘management and are therefore dependent on the market price of assets and policyholder rates of exit. By
virtue of the design features of most of the contracts which provide low levels of mortality cover, the profits are
relatively insensitive to changes in mortality experience.. Amounts under unit-linked' contracts are generally
repayable on demand and the Company is responsible for-ensuring there is sufficient liquidity within the asset
portfolio to enable liabilities to unit-linked policyholders to be met as they fall due. ’

Annuity and other shareholder business

" The Company’s shareholder-backed annuity liabilities are exposed to market movements, but these are
closely matched with assets of an appropriate duration. As a result, the sensitivity to market risk arising from
movements in the value of these annuity liabilities and the corresponding matching assets is low. However,
market risk can arise on.any asset/liability duration mismatch and on assets held in excess of the liabilities
which .back the capltal requwements of the annuity business. These excess assets are prlmanly debt
- securities.

~ The shareholder is also exposed to credit risk (asset default, downgrade and spread widening) arising'on the
assets held within the funds, and the corresponding impact on the measurement of the liabilities.

The shareholder-backed annuity results are particularly Asensitiv'e to changes in assumptions, about future
mortality improvements which impact the measurement of the liabilities, and also to the variance between
actual and expected mortalrty experience each year. The results are also sensitive to changes in expense:
levels over the longer term. :

Other shareholder business includes the equity release mortgage busmess which is sensltlve to market
(property and interest rate rlsk in particular), credit and insurance risks. .

C. Market Rlsk

As described in Section B market risk is- the risk of loss, or of adverse change in the health of the Company’s
‘business (mcludmg the with-profits fund estate) resultmg, directly -or indirectly, from fluctuations in the Ievel or
volatility of market prices of assets, currencies, |IabI|ItIeS and fnanmal instruments.

Within the Company's risk taxonomy, market risk is broken down into six risk types, namely:

. Interest rate risk: fluctuations in the Ievel or volatlllty of mterest rates or the shape or curvature of the yield

curve or spread relationships.

» Inflation risk: fluctuations in actual or |mpl|ed mﬂatlon rates.

+  Equity risk: fluctuations in the level or volatility of equity investments.

+  Property risk: fluctuations in the level or volatility of property investments.

+  Currency risk: fluctuations, including translation risk, in the level or volatility of currency exposures.

» Alternative investments risk: fluctuations i in the level or vo|at|I|ty of alternative investment exposures (other
than those detailed above). :
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THE PRUDENTIAL ASSURANCE COMPANY LIMITED

Notes on the fmanmal statements (contmued)

The primary market nsks that the Company faces are equity nsk property risk, alternatives risk, interest rate
“risk and currency risk. Most of the assets the Company holds are investments that are either equity type
investments and subject to equity pnce risk, property type investments and subject to property price risk or
fixed income type investments, mortgages and cash deposits, the values of which are subject to interest rate
risk. Alternative investments may exhibit some or all of these risks depending on the type of investment. Each
asset type may give rise to currency risk, where assets ‘are held in overseas currencies. The amount of risk
‘borne by the Company’s shareholders depends on the extent to which its customers share the risk through the °
: structure of the products. :

Market rlsk is managed through a robust market rlsk framework which includés: policies, risk appetite
statements and risk limits and triggers covering key market risk exposures; asset and liability management
programmes; a quality of capital framework; regular reviews of investment and economic hedgmg strategles
and the use of investment constraints and limits for asset portfolios.

'Procedures are.in place to respond to srgnlflcant market events and disruptions, bringing together colleagues
from across the business to provide enhanced monitoring and decision-making capability. -

Interest -ratevrisk and inflation risk

The majority of the Company's interest rate exposure arises from shareholder-backed annuity business. The
"liabilities are exposed to interest rate movements, but these are closely matched with assets of an appropriate
duration. The matching of assets of appropriate duration to the annuity liabilities is based on the management
of regulatory capital reporting requirements. The assets held in excess of the liabilities, which back the caprtal .
requirements of the annuity busrness result i |s an exposure to interest rate risk.

The assets and Ilabrhtres for the with-profits and unit-linked components of .business are sensitive to interest

rates, but the shareholder is not directly exposed to changes in the value of these assets and liabilities. The

. shareholder is indirectly exposed to interest rate risk through the value of shareholder transfers from with-
profits business and charges levied on unit-linked and asset management business. - -

The Company manages its exposure to interest rate risk within defined constralnts.

The estimated sensitivity of the shareholder-backed business to a movement in interest rates of 1% and 2% as
at 31 December 2023 and 2022 are as follows: :

. ) 2023 . 2022 :
Fall of Rise of Fall of Rise of - Fall of Rise of Fall of Rise of
1% 1% . 2% 2% 1% 1% 2% 2%
: £m. £m £m £fm £m £m £m £m
Carrying value of debt securities : L ' .

and derivatives _ 1,506 (1,315) 3,264 (2,482) 1,409. (1,234) 3,049 (2,330)
Technical provisions - (1,109) 949 (2,417) 1,769 (1,023) 886 (2,212) 1,658
Related tax effects - ©.(99) 92. (212) 178 . (97) 87 (209)° 168

‘Net sensitivity of profit after tax . . - o '
and-shareholders’ funds 298 (274) 635 (535) 289 (261) 628 (504)

Material increases in inflation may increase our cost base and the amount the Company needs to set aside to
meet its future obligations, negatively impacting profitability. Inflation risk is managed through closely matching
linked liabilities and assets for annuity books and through investment in ‘real’ assets in the With-Profits Fund.

Equity and property risk

While the Company holds significant amounts of equity and property assets to back with-profits and equities to
back. unit-linked business movements in the value of these assets would not, in the normal course of events,
be expected to dircotly impact the value of shareholder funds. The Company’s exposure to equity and property
risk primarily arises from the impact that equity and property movements have on the long-term value of
shareholder transfers from the with-profits business, charges taken in respect of unit-linked business and
through the property assets held in the shareholder-backed annuity funds.
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Notes on the financial statements (continued)

2023 . 2022
Decrease Decrease " Decrease Decrease
of20%  of 10% - of 20% - of 10% -
4 C . : , o £m © £m ' £m. £m
Pre-tax profit . . L ' : (110) . (55) , (175) (87)
Related deferred tax effects ' ' : 28 14 A 44 . 22
Net sensmwty of profit after tax and shareholders funds ('82) (41) C(131) . (85)°

A 10% or 20% |ncrease in thelr value would have an apprOX|mater equal and opposite effect on proft and
shareholders eqmty to the sensmwtles shown above.

In the equity risk sensitivity analysis shown above, the Company has conS|dered the impact of an
instantaneous 20% fall in. equity markets. The Company believes a fall of greater than 10%-20% would be.
expected to occur over a greater period of time rather than mstantaneously, during which time the Company .
‘would be able to put mitigating management actions in place .

The analysis above excludes the indirect exposure of ongoing profit to equity and property risk through the
impact on future policyholder bonuses on with-profits business-and charges levied on unit-linked -and asset
management business. For with-profits business, the impact of market risk'is reduced. due to the "smoothed”
basis of bonus declaration, so the sensitivity to short-term investment performance is relatively low. However,
long-term investment performance may -affect future shareholder transfers. The Company has entered into a
" partial. hedge of the shareholder transfers expected to emerge from the WPSF in order to mitigate this risk."
The impact of these equity hedges is not allowed for in the above sensitivities, as the offseétting impact from the
shareholder transfers occurs over the longer term. This presentation of the equity/property sensitivity is the
view which management believes glves the most appropriate representatlon of the Company's nsk exposure .

: The impact of the sensmvmes a||owmg for the equity hedges is shown below

2023 . 2022

Decrease Decrease . " Decrease Decrease

of 20% of10% . - of 20% of 10%

: : . _ £m £m . £m £m
"Pre-tax profit - ‘ - 181 97. - 95 54 .
Related deferred tax effects ’ o " (45) ) (24) ‘ (24) (13)

Net s'ensitivity of profit after tax:and shareholders’ funds 136 73 . ' 71 41

- . Currency Risk

The Company’s exposure to currency risk primarily arises from the impact that currency movements have on
the value of shareholder transfers. As part of the investment strategy for the with-profits business the Company
invests significant amounts in overseas assets (particularly US Dollar and Euro assets). This exposure.is
partially mitigated through the use of derivatives, mainly forward currency contracts. Currency risk exposure
arising from overseas assets held by the shareholder-backed annuity funds'is fully hedged through the use of
derivatives. The cuirency risk exposure arising from umt-Ilnked business is low. :

As at 31 December 2023 the Company held 34% and 3% (2022: 33% and 3%) of its financial assets and
- financial Ilabllltles respectively in currencies, mainly US Dollar and Euro, other than the functional currency of
the relevant business unit.

The financial assets of which 84% (2022: 84%) are held by the with-profits fund aIIow the Company to obtain
exposure to foreign equity and debt markets

-The financial liabilities, ‘of which 34% (2022 : 47%) are held by the with-profits fund, malnly relate to investment
- contracts W|thout dlscretlonary participation features, creditors and derivative liabilities.
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THE PRUDENTIAL ASSURANCE COMPANY LIMITED

Notes on the fmanclal statements (contlnued)

D. Credit risk-

The Company’s exposure to credit risk primarily arises from the annuity funds whichA hold substantial volumes
of public and private fixed income investments on which a certain level of defaults and downgrades are
expected.

~The Company is also exposed to credit risk through the holding of public and private fixed income investments
for. with-profits and unit-linked business to the extent-that movements'in the value of these assets impact the
‘value of shareholder transfers from the with-profits busmess and charges levied on unit-linked business..
Further, the Company is exposed to counterparty risk arising from reinsurance, derivative, broker trading,
securities lending and reverse repo counterparties and from placing cash deposits. '

Credit risk is managed through a robust credit and counterparty framework which includes: policies, standards,
. risk appetite statements, and risk limits and triggers; investment constraints and limits on the asset portfolios
(in particular, in relation to credit rating, seniority, sector and issuer), investment-constraints and limits on
counterparties; and a robust credit rating process. '

Debt Securities and Other Fixed Incomé Securities

The following table summarlses by ratlng the securities held by the Company as at 31 December 2023 and
2022.

2023 £m
AA+to. ' BBB+to - Below
. AAA AA- A+ to A- BBB- BBB-. Other Total
With-profits - 3,414 9,622 ~ 6,809 6,942 770 3,107 30,664
Assets held to cover linked . \ -
liabilities , . 284 1,184 - 1,928 1,033 36 L —_ 4,465
Non-linked shareholder-backed. 785 2,638 1,449 ° 1,418 46 2,942 9,278
Total debt securities and other = _ .
fixed income securities 4,483 13,444 10,186 9,393 852 6,049 44,407
: 3 ‘ 2022 £m '
AA+ to BBB+to  Below o
) AAA AA- A+ toA- " BBB- BBB- Other Total
With-profits C 3,735 6,363 6,964 9,020 1,297 . 3,478 30,857
Assets held to cover ||nked . :
liabilities . ) 312 891 543 650 23 1,571 . 3,990
Non-linked shareholder-backed . 848 2,375 1,437 1,386 127 - 3,188 9,361
Total debt securities and other )
-fixed income securities 4,895 9,629 8,944 11,056 1,447 - 8,237 44,208

The credit ratings, information or data contained in this report which are attributed and specifically provided by S&P, Moody’s -and Fitch
Solutions and their respective affiliates and suppliers (Content Providers) is referred to here as the Content. Reproduction of any Content
in any form is prohibited except with the prior written permission of the relevant party. The Content Providers do not guarantee the
accuracy, adequacy, completeness, timeliness or availability of any Content and are not responsible for any errors or omissions (negligent
or otherwise), regardless of the cause, or for the resuits obtained from the use of such Content. The Content Providers expressly disclaim
liability for any damages, costs, expenses, legal fees, or losses (including fost.income or lost profit and opportunity costs) in connection
with any use of the Content. A reference to a particular investment or security, a rating or any observation concerning an investment that is
part of the Content is not a recommendation to buy, sell or hold any such investment or security, nor does it address the suitability an
investment or security and should not be relied on as investment advice.

In the table above S&P ratings have been used where available. For securities where S&P ratings are not
immediately available those produced by Moody’s and then Fitch have been used as an alternative.

Debt securities with no external credit rating are classified as “other’. Where no external ratings are available,
internal ratings produced by the M&G plc group’s asset management operations, which are prepared on a
comparable’ basis to extefnal ratings, are used where ‘possible. Of the fotal debt securities held at
31 December 2023 which are not externally rated, £4,048m (2022: £5,391m) were internally rated AAA to A-,
£1,452m (2022: £2,114m) were internally rated BBB+ to B- and £549m (2022: £732m) were internally rated as
below B- or unrated. The majority of the unrated debt security investments were held by the Company’s with-
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Notes on the flna'ncial statements (continued)

. profts fund and relate to convertlble debt and other mvestments WhICh are not covered by rating analysts nor
have an |nternal rating attnbuted to them. .

As detailed in section B the primary sensitivity of profit or Ioss and shareholders’ equity of the Company relates
to non-linked shareholder-backed business.

. Reinsurer’s share of technlcal provrsmns

Of the reinsurer’s share of technlcal provisions at 31 December 2023 of £6,192m (2022 £5 964m) 19%
(2022 : 21%) of the balance relates to companles outside of the Group.

. The following table summarises by ratlng the reinsurance asset held by the Company as at 31 December 2023 .
- and 2022.

2023 £m

" AA+ to BBB+to Below ‘
AAA . AA- A+toA- BBB- BBB- Other  Total
Reinsurance asset . — 433 680 — S 44 . 1,157 -
o 2022€m
AA+ to - BBB+ to Below .
AAA AA- A+toA- BBB- _BBB-  Other  Total

.'Reinsuranceasset ) — 243 685 - — . 316 - 1,244 .

. Securities lending and reverse repurchase agreements

The Company has entered into securities lending (including repurchase agreements) whereby blocks of
. securities are loaned to third parties, primarily major brokerage firms. The amounts above the fair value of the
loaned securities required to be held as collateral by the agreements, depend on the quality of the collateral,
calculated on a daily basis. The securities lent and securities subject to repurchase agreements are not
derecognised from the Group’s statement of financial position. Collateral .typically .consists of cash, debt
_securities, equity securities and letters of credit. At 31 December 2023, the Company has £4,899m (2022:
£3,638m) of lent securities and assets subject to repurchase agreements The cash and securities coIIateraI
held or pledged under such agreements was £5,148m (2022: £3 779m)

At 31 December 2023, the Company had entered into reverse repurchase transactions under which it
purchased securities and had taken on the.obligation to resell the securities. The fair value of the collateral
held in respect of these transactions was £9,445m (2022: £14,848m). .

During 2023 and 2022 the Company did not take possession of any other collateral held as security.

* _Collateral and pledges under derivative transactions

At 31 December 2023, the Company had pledged £1,828m (2022: £2,556m) for liabilities and held collateral of
. £368m (2022: £1,215m) in respect of over-the-counter derivative transactions-

. These transactions are conducted under terms that are usual and customary to' collateralised transactions
‘including, where relevant, standard securities lending and repurchase agreement.

Collateral Pledged and Received for Reinsurance Contracts

The Company has entered into several relnsurance agreements where the Reinsurer has agreed to reinsure

- the Company in respect of the reinsurance claims in consideration of the Company ‘agreeing to pay to the.
Reinsuret the reinsurance premiums and reinsurance fees. Exposure collateral calculations are performed on
each agreement on either a quarterly or ‘annual basis, with relevant collateral then being pledged or held by
the Company. As at 31 December 2023, the Company had pledged exposure collateral of £231m (2022: -

£214m) relating to these agreements.
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Collateral Pledges for Equnty Release mortgages

As at 31 December 2023 the Company had pledged- collateral of £298m (2022 £287m) consisting of debt
securities for the deferred purchase consideration for the mortgages purchased from Santander.

E. = Insurance Risk

The Company's exposure to insurance risk primarily arises from the shareholder-backed annuity business in
the form of longevity risk, the risk of unexpected changes in the life expectancy (longevity) of policyholders.
The Company’s results are particularly sensitive to the assumptions made in relation to-future mortality
experience. For example, any major medical breakthrough (for example, in the treatment of cancer or other .
fife-threatening diseases) would require the Company to strengthen its longevity assumptions, impacting its
results. -The -Company’s annuity busmess results are also sensitive to changes in the level of expenses
~|ncurred on the business.

The Company is also exposed to insurance risks through its with-profits and unit-linked business, to the extent
that these risks impact on shareholder transfers from the with-profits business and charges levied on the unit-
linked business. Insurance risks are relatively. minor factors in the determination of with-profits bonus rates. -
Adverse persistency experience can affect the long term profitability of with-profits business but in any given
year, the shareholder transfers may only be marginally affected. However, altered persistency trends may
. affect-shareholder profits to tHe extent that this could lead to changes in future shareholder transfers.

For unit-linked business, by virtue of the ae5|gn features of most of the contracts which provide low levels of
mortality cover, the profits are relatively insensitive to changes in mortallty expenence However, proﬂts are
sensitive to changes in expenses and, in the long term, persistency trends.

Longevity I'ISk has been predomlnantly managed through:

. . regular reviews of best estimate assumptlons supported by detalled assessments of actual mortality
experience versus the best estimate assumptlons ) .
» longevity research; and
-« longevity reinsurance arrangements. :
Other demographic risks. such as persistency risk and non- -annuitant mortallty risk, as well as expense risk are
subject to regular reviews and actions, with frequency and intensity proportionate to the materiality of the risk.

The impact of these sensitivities on pre-tax profits are shown in the table below:

Year ended Year'ended
31 December 2023 31 December 2022
v _ £m- - fm
1% decrease in assumed mortality rates - (25) A (29)
5'bp§ decrease in credit defatjlt assumptions . : ' 51 ) a7
5% decrease in renewal expenses (excluding asset - .13 R 13
management expenses) )
. 0.25% increase in improvements of Iongevnty trend - (34). - (29)

The effect on profits would be approximately symmetrical for changes in assumptions that are directionally
opposite to those explained above. The net effect on profit after tax and shareholders’ equity from all the
changes .in assumptions as described above would be an increase of approximately £4m (2022: £2m). This
analysis has been determined by varying the relevant assumption as at the reporting date while holding all
other assumptions constant.

As stated on page 86, the UK Government's consultation on residential ground rents has had an impact on the
value of the assets that back the long term business provision and the technical provisions for linked liabilities.
The main impact has been through a change in discount rate which has resulted in thé carrying value of the
long term business provision and technical provision for linked liabilities decreasing by £67m. The net asset
and liability impact (allowing for corresponding change in the fund for future approprlatlons ‘of the With-Profit
Fund) is to reduce profit after tax by £55m in 2023 o .
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1f the yield on the residential ground rents. were to increase by A50bps to reflect a change in illiquidity spread,
the carrying value of the long term business provision and technical provisions for linked liabilities for non-profit
annuities will decrease by £32m, of which £22m would relate to the non-profit annuities in the shareholder-
backed fund. The effect of the change in non-profit annuities liabilities in the. with-profits fund would be directly
offset by a corresponding-change in the fund for future appropriations of the With-Profits Fund and therefore
has no impact on the profit-after tax. Overall, the increase in spread of 50bps ‘would reduce the prof|t after tax
by £37m.
- In the event the the Government implements the peppercorn cap the value of the insurance contract liabilities
“would be impacted due to a change in the ovérall portfolio yield on the writing down of the underlying
residential ground rent assets. The lmpact would be dependent on replacement assets that are used to
rebalance the portfolio. :

With-Profits Fund liability sensitivity analvsls :

For business written in the With-Profits Fund, the change in the policyholder liabilities is dlrectly offset by a '
, corresponding change in unallocated surplus of the With-Profits Fund and therefore has no impact on the profit
“after tax. .

Persistency assumptlons and mortality assumptions in respect of the annuities in the' With-Profits fund are key
‘judgements in determining the With-Profits fund policyholder liability valuations but have no impact on FRS
102 profit after tax. The impact from those sensitivities on the policyholderliabilities within the With- Proflts fund ’
-are shown in the table below: :

Year Ended ~ Year Ended

Non-eéconomic sensitivities : 31 D'ecernber 2023 31 December 2022
N o £m Co ' £m

10% increase in Iaps‘e rates ' S92 - o A 84

10% decrease in lapse rates (108) 3 (58)

1% decrease in base mortality assumptions 35 s . 42

0.25% increase in mortality improvements - 34 o Ny - 38.

A decrease inlapse rates increases the liability for traditional with- profits products as a result of the associated
high cost of guarantees, but reduces the liability for PruFund products (whlch have a low cost of guarantees)
by increasing.charge income received.

" F. Corporate Liquidity Risk

The Company is exposed to corporate I|qmd|ty risk through a range of situations, the most material of . these
being: v

=+ higher than expected customer withdrawals or collateral reqmrements and/or lower than expected
market liquidity for assets in its with-profits and' unit-linked funds; .
+ ineffective asset/liability matchlng or higher than expécted credlt defaults for non- proflt annuity
" business, leading to a mismatch between cash received from the Companys mvestments and annuity
payments to its customers; and .
+ higher than expected cash outflows from the shareholder busrness e.g. due to tax or collateral
requirements. :

Corporate I|qmd|ty risk is managed through a robust L|qu1d|ty Risk Management Framework, including relevant
governance and controls, which includes:
-+ liquidity risk policy, which sets out the approach to the'management of treasury nsk on an ongoing
' basis. Compliance with the policies is the subject of an annual attestation process;
* a Liquidity Contingency Plan, which sets out the procedures to be followed if a material I|qurdlty risk
event.arises or is expected to arise; '
_» - asset and liability management programmes, including monltonng of prolected Ilablllty cash flows to
-achieve close asset-liability matching; v
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.+ regular monitoring of exposures, under base and stress -scenarios, against specific triggers and limits
’ for PAC overall, the with-profits fund, annuity funds and unit linked funds for a range of time horizons;

+  additional monitoring and controls to satisfy Solvency Il matching adjustment requirements, including
an Eligible Collateral Coverage Ratio, reported quarterly, which captures the increased risk that
collateral requirements cannot be met due to matching adjustment constralnts and

+  liquidity stress testing.

In addition, to manage liquidity risk in unit-linked funde which are inherently more illiquid, in particular property
funds, deferral clauses are in place which allow the deferral of cash payments to wnthdrawmg customers in
-extreme adverse liquidity scenarios.

Derivatives are used and heId by the Company and its funds primarily for the purpose of risk reduction,.
hedging and to obtain cost effective and efficient exposure to various markets. The vast majority of derivatives
undertaken are cash settled;:and therefore the Company holds assets (which may be cash or other types of
assets as specified in the collateral, requirements) that are sufficient in value such that'it could meet its
collateral. obllgatlons in the relevant currency when it falls due, following reasonably foreseeable adverse
variations (relying soIer on cash flows from, or from realising, those assets). The use of derlvatlves is tightly
controlled under the RMF, mmgatlng any significant risks for the Companys liquidity.

Liquidity Analysis
(i) Contractual maturities of financial liabilities

'The foIIowmg tables set out the contractual maturities and repricing dates for appllcable classes of financial’
liabilities, excluding derivative liabilities and investment contracts, which are separately presented. The
financial liabilities are included in the column relating to the contract’uai maturities and repricing dates at the
undiscounted cash flows (|nclud|ng contractual mterest payments) due to be paid assumlng conditions are
‘con5|stent with those at year end .

2023 1 year After 1 After5 After After - Over Total un- Total carrying
or less yearto years.: 10 15 20 discounted - value
5§ to10 years years years cashflows
years 'years to15 to20
years years

Financial Liabiliﬁ‘es " fm £fm = £m £m £m £m . £m  Em
Creditors arising-out of . ‘ o : . : .
direct insurance 101 .— — C—- = T — 101 E 101
operations ’ - P -, ) .

- Creditors arising out of ' ’ ' . L I ‘ .
- reinsurance operations 196 o - - - 196 : + 196
Deposits received from = . . = ‘
reinsurers - o m T - - ) 11'1 ' 11

- Amounts owed to credit ‘ ) S ;

. institutions 4 4,459 . - — — - - 4,459 4,459

. Other creditors - 734 43 58 51 37 37 960 960
5,490 . 154. - 58 51 37 37 5,827 - 5,827
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2022 . 1year After1 After5  After After = Over “Total un- Total carrying
. o orless yearto years 10 15 20  discounted value
S5years to10  years years years cashflows o
.years to15 to20 .
years years

'FihancialLiabiIitie_s ‘ o £m’ fm - £m £m fm - £m. £m . ', £m
" Creditors arising out of o ‘ , . o B .
direct insurance - - 103 - - — — — 103 - - 103
operations _ ‘ ' ‘ o
Creditors arising out of . ' _ L ‘ S
_reinsurance operations 1_77' - A — - 17_7 : - A
Deposits received from S 146 o . ’ 146 146
- reinsurers . ; . _ ,
Amounts-owed to credit . _ o _ _ — .
institutions 5,858 o S . _5'858 . 5858
- Other creditors , 568 217 54 52 - 42 . 48 981 . 981

6,706 363 - 54 52 42 48 . 7,265 7,265

i) Maturify analysis of derivatives and investment contracts

" The .following table shows the gross and net denvative posmons together with the matunty profile of the
contractual undiscounted cashflows. '

2023 1 year After 1 After 5 After After . Over Total un- Total -
‘ - orless yearto years ~ 10 15 20 discounted carrying
o 5 to10 years years years value . value

years years to15 to20
. years ' years

. ) £fm  £fm | £m £m £m £m £m £m
Derivative assets* _ 616 505 217 -~ 22 115 380 1,851 1,354
Derivative liabilities ' (465) (827) (895) . (114) (757) (2,074) (5129) (2,572)
Net derivative position 151 (322) (678) (92) (642) (1,694) (3,278)  (1,218)

1year After1 After5 After After Over  Total un- Total .

orless yearto | years ~ 10 16 20 discounted carrying

' 5years to10 vyears Vyears years: - value value

o } years to15 to20 o ' : :

2022 (Restated)- S : years years .

‘ o E£m £m £m £m £m. £m £m £m

Derivative assets 302 748 610 473 550 1169 - 3852 2,418
Derivative liabilities . (697) (1,056) (681) (1,059) (930) (1.573) - (5.996) (3,882)
Net derivative position ~ __"(395) (308)  (71) (586) (380) . (404) . (2,144) (1,464)

*Includes assets held to cover index-linked liabilities.
The amounts related to uhdiscounted va/ueé of ‘derivative assets and liabilities were restated for the year

_ended 31 December 2022. The net position of £2,1 44m remained unchanged but the split between assets and
liabilities-was altered. .
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Most investment contracts have the option for the policyholder to surrender their contract, in part or in full. The
contractual maturity of investment contract liabilities without dpf, with a value of £6,228m as at 31 December
2023 (2022: £6 ,098m) would be classed as 1 year or less. Such surrenders would in practice be matched if
necessary, by sales of the underlying assets.

. However, in practice the Group'’s insurance and investment contract liabilities are expected to be held for the
long-term. The table below therefore shows the expected maturity profile for investment contracts (both with
and without dpf) on an undiscounted basis to the nearest million. This maturity profile has been based on
future projections and.is gross of reinsurance.

1 year After 1 . After 5 Aﬁer 10 After 15 Over 20 Tofal un-  Total
orless . yearto yearsto yearsto yearsto years discounted carrying

~ Syears. 10 years - 15 years 20 years value value
2023 : C fm fm £m £m £Em  £m £m £m

Life assurance ’ .
investment contracts: 9,781 31,789 30,428 21,849 15,099 21,126 130,072 '80,531.

2022 (Restated)

- Life assurance - : L B . : ) :
investment contracts 9,721 32,105 31,036 23456 17,441 26,330 140,089 84,977

The methodology used in determining the maturity profile for investment contracts has. boon rofined in 2023.
As a result the prior year note disclosure has been restated using the new approach to ensure consistency.
The impact of the change is to reduce the level of assumed future. returns, which are uncertain in nature,
altering the total undiscounted value from £158,040m to £140,089m. .

This table has been prepared on an undiscounted basis and accordingly the amounts shownfor life assurance
investment contracts differ from those included in the balance sheet. Durations of long-term business
contracts, covering both insurance and investment contracts, on a discounted basis are included in note 26.

G. - Derivatives and Hedging

The Company uses derivatives for the purpose of efficient portfolio management or the reduction in investment
risks. In so doing, the Company obtains cost effective and efficient exposure to various markets and manages
exposure to equity, interest rate, currency and other business risks. Key hedging strategies in place include the
hedging of equity risk in relation to future shareholder transfers, the use of interest rate swaps and swaptions if .
appropriate to reduce exposure to interest rate movements and the use of various currency derivatives to limit
volatility arising from foreign exchange rate movements. The Company has- opted not to apply hedge .
‘accounting.-to derivatives. : '

All over-the- counter derivative transactions are conducted under standardised ISDA (International Swaps and
Derivatives Association .Inc) master agreements and CSA (Credit Support Annex) in accordance with the
regulatory requirements. .

The Group has collateral agreements between the individual group eniities, of which the Company is one, and
relevant counterparties in place under each of these market master agreements. The Company has also
~ entered into cleared derivative positions under the EMIR (European Market Infrastructure Regulation).

The'total fair value balances of derivative éssets and liabilities are shown in note 14.

‘There are hedging arrangements in place for the with-profits liabilities. In addition to some product/purpose
specific arrangements, the main-objective of the hedging arrangements is to broadly match a subset.of the
market consistent liabilities and hence protect the Solvency Il position of the with-profits business against
adverse market movements. A benchmark of a theoretical replicating portfolio (interest rate exposures)
representing the liabilities has been determined, based on characteristics of the with-profits liability. The actual
and required hedging positions are monitored on a monthly basis and rebalanced if required.

During 2013 the Company entered into a partial equity hedge of the shareholder transfers expected to emerge
from the Company’s with-profits sub-fund, which has been extended subsequently (with the last extension in
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", 2022 and some rebalance in 2023). The effect in 2023 is an unrealised loss of £9m (2022: unrealised gain of
£121m)and a realised loss of £109m (2022: realised loss of £119m) charged to the non-technical account.

.Since 2018 the Company has entered into hedges of the shareholder transfers expected to emerge from the
Company's with-profits sub-fund, specifically with regard to the PruFund new business, as arise over the
contract period of 10 years. The agreement terminated in 2023, resultlng in a £9m reallsed loss in the non-
technical account (2022: unrealised loss of £8m).

During 2019, and subsequéntly in each year to 2023, the Com'panys shareholder fund entered into interest
rate swap instruments to protect the capital position against interest rate movements. For the year ended
31 December 2023, realised losses on these instruments of £112m were recognised (2022 realised Iosses of
£186m) and unreallsed galns of £116m (2022: unrealised losses of £803m).

29. Caprtal Requwements and Management

The Company is regulated under Solvency il and supervised by the Prudential Regulation Authority. The
Company manages Solvency |l own funds as its measure of capital. As at 31 December 2023 estimated and.
unaudited Company Solvency Il own funds are £9.2bn’ (2022 £9 4bn). .

" The Solvency i surplus represents the capltal (own funds) held by the Company less the solvency capital
requirement (SCR). Own funds is the Solvency Il measure of capital available.to meet losses, and is based on
the assets less liabilities of the Company. - The SCR is calculated using the Company’s Internal Capital Model,
which calculates the SCR as the 99.5th percentile (or 1-in-200) worst outcome over the coming year, out of
100,000 equally likely scenarios, allowing for the dependency between the risks the business is exposed to.

The Company complied with externally irnp.osed regulatory capital'reqUirernents throughout the year.

A. Regulatory capltal posrtlon

- The regulatory capital posmon of the Company includes the With- Profits Fund. This view of capltal recognises
the ring-fenced nature of the With-Profits Fund, and ‘on consolidation surplus in the fund can only be
recognised to the level of associated SCR with any excess surplus being eliminated as a ring-fenced fund
restriction, effectively restricting the solvency coverage ratio of the With-Profits Fund to 100%. As such, the
combined regulatory solvency coverage ratlo is hlghly resilient-to movements in the With-Profits Fund's own.
funds.

The estimated and unaudited Solvency il capltal posmon for the Company as at 31 December 2023 and’
31 December 2022 is shown below: .

2023 . 2022

- Unaudited . Unaudited
o - , A _£bn £bn
Solvency Il Own Funds . " 92 . 9.4
Solvency |l Capital Requtrement (SCR) ' o 6.0 A 6.3
Solvency Il Surplus _ o 32 . .31
Solvency Il Coverage ratio ) ‘ ' ' 154% o A 1_50%

The results include transitional measures, which are presented assumlng a recalculation as at the valuation
date, usmg managements estimate of the impact of operatlng and market conditions.

As at 31 December 2023, the recalculated transitional measures align to,the latest approved regulatory
position and therefore the estimated and unaudited Solvency |l capital position is the same as the position
disclosed in the formal regulatory Quantltatlve Reportlng Templates and Group Solvency and Flnan0|al
Condmon Report of the same date

As at 31.December 2022, the recalculated transition measu're did not align to the approved regulatory position
. and therefore the estimated and unaudited Solvency |l capital position differed from the position. disclosed in
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the formal regulatory Quantitative Reporting Templates and Group Solvency and Financial Condition Report of
the same date. .

There has been a material reduction in risk margin, and therefore transitional measures, as a result of the PRA
implementation of risk margin reforms at 31 December 2023. The risk margin reforms reduced the cost of
capital ;percentage and increased the speed at which the risk margin runs off resulting in a material reduction
in risk margin. This reduction in transitional .-measures is partially offset by the |mpact of the PRA approved -
" removal of the fnancral resource requrrement (FRR) t test S

Reforms of the matchlng adjustment (MA) are expected to come.into force as at 30 June 2024. The proposals
include greater investment flexibility, revised MA eligibility rules, and more’ flexibility in processes. They also
cover a requirement for senior manager attestations on the level of Fundamental Spread and MA, ‘and
changes to the way the MA is calculated (e.g. requiring a greater level of granularity-in the. calculation) and
reported (e.g. the introduction of a new regular Matching Adjustment Asset and Liability Infor’mation,Return).

Furthermore, the impact of the UK Government's consultation on residential ground rents (as mentioned in
note 28, page 86) has been reflected in the capital position. The overall impact is a decrease in own funds due
“to the fall in the valuation of the underlying residential ground rent asset which is offset partly by a fall in the-
value of the technical provisions. In addition, incremental capital has been held in the SCR which reflects the
possible outcomes set out in the consultation, the most extreme of which effectively results in total loss of
future ground rent income.(‘peppercorn scenario'). This has resulted in a reduction in surplus of £264m.

' The consultatlon is now closed to further responses and the impact of any resulting legislative change will be
considered in due course:

B. Shareholder Capltal Posrtlon
The Company focuses on a shareholder view of the Solvency Il capital posrtlon WhICh is consrdered to provide
a ‘more relevant reflection of the capital strength of the Company. The Company's shareholder Solvency ||
capital position includes the Present Value of Shareholder Transfers from the WPSF (PVST) and excludes the
‘contribution to own funds and SCR from the ring-fenced With- Profts Fund.

‘The estimated and unaudited shareholder Solvency II capltal posrtlon for the Company as at 31 December "
2023 and 31 December 2022 is shown below

2023 2022 ./

Unaudited -Unaudited
) _ £bn . £bn
Shareholder Solvency Il Own Funds ‘ . 6.8 ' 6.9 .
Shareholder Solvency |l CapitaI'Requirement (SCR) 3.6 3.8
Shareholder Solvency Il Surplus ‘ 3.2 3.1
- Shareholder Solvency Il Coverage ratio ' o ' 190% ‘ 183%

C. Meeting of capital management objectives

The Company manages its capital on a Solvency |l basis to ensure that sufficient Own Funds are available on
an ongoing basis to meet regulatory capital requirements. This is achieved by targeting a capital buffer
significantly in excess of regulatory capital requirements. This buffer is intended to absorb the impact of
stressed market conditions and thus make the Solvency |l balance sheet resilient to stresses that affect the
Company's busmess : :

A range of stress and scenario testing is carried out across the business, incIUding certain.scenarios mandated
by the regulator. The sensitivity of liabilities and other components of total capital vary, depending upon the
type of business concerned, and this influences the approach to asset/liability management.

In addition, projections are performed to understand how the Own Funds and capital position is expected to
- develop ‘and. how this might be affected by adverse events taking place. Informed by the results of these
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projections there are a number of actions available to management to strengthen the Own Funds position,
_including (but not limited to) changes to investment strategy, dividend policy and risk transfer.

30.

Related Undertakings

The related undertakings are presented in accordance with The Companies, Partnershlps ‘and Groups
(Accounts and Reports) Regulations 2015 .

The following is a list of related undertaklngs of the Company at 31 December 2023.

(i) Direct subsidiary undertakmgs

Investments 3 Limited

Investment
. Classes of | Proportion |Country of
Name Shares held held Incorporation Address
Caisson (Jersey) Limited Ordinary 100% Jersey IFC 5, St Helier, JE1 1ST
. Shares Jersey, UK -
Carraway Guildford General |Ordinary - 100% United Kingdom |10 Fenchureh Avenue, London,
Partner Limited Shares . EC3M 5AG, UK
CJPT Real Estate Inc. Ordinary 100% Canada 180 Dundas Street West,
- - Shares ' , Toronto, M5G 128, Canada
Cribbs Causeway JV Limited | Ordinary 50% United Kingdom |10 Fenchurch Avenue, London,
' Shares ) EC3M 5AG, UK .
Cribbs Mall Nominee (1) Ordinary . 100% United Kingdom | 10 Fenchurch Avenue, London,
Limited Shares : EC3M 5AG, UK
Edger Investments Limited |Ordinary 100% United Kingdom | 10 Fenchurch Avenue, London,
Shares : EC3M 5AG, UK
EF IV Schoolhill GP Limited |Ordinary 100% United Kingdom |10 Fenchurch Avenue, London,
‘ Shares : . EC3M 5AG, UK .
Leadenhall Unit Trust Units 100% Jersey IFC 5, St Helier, JE1 1ST,
] C o Jersey, UK ,
Manchester JV Limited Ordinary 50% 1United Kingdom |10 Fenchurch Avenue, London,
Shares EC3M 5AG, UK
| Minster Court Estate A Ordinary 56% United Kingdom {10 Fenchurch Avenue, London, "
Management Limited Shares and o EC3M 5AG, UK
B Ordinary
Shares : : ] i
NAPI REIT, Inc Ordinary 99% USA 300 E Lombard Street,
. Shares - . Baltimore, MD 21202, USA
Optimus Point Management |Ordinary 52% ‘|United Kingdom |Barratt House, Cartwright Way,
Company Limited Shares : . |Bardon H|II Coa|V|IIe LE67 1UF,
: ’ . UK
Pacus (UK) Limited . Ordinary 100% United Kingdom |10 Fenchurch Avenue, London,
Shares , EC3M 5AG, UK"
PPMC First Nominees Ordinary 100% United Kingdom |10 Fenchurch Avenue, London,
Limited Shares EC3M 5AG, UK
Prudential Equity Release Ordinary - .100% United Kingdom | 10 Fenchurch Avenué, London,
Mortgages Limited’ Shares o ’ EC3M 5AG, UK
Prudential Investment *|Ordinary . 100% Luxembourg Citco Fund Services
(Luxembourg) 2 S.a.r.l. shares’ . : (Luxembourg) S.A., 20 Rue de
, la Poste, 2346, Luxembourg
PAP Trustee Pty Limited ‘| Unclassified 100% Australia Suite 201, Level 2, 5 Berry
' . Shares Street, North Sydney NSW
) : ‘ 2060, Australia .
Prudential Real Estate Ordinary - 100% United Kingdom |10 Fenchurch Avenue, London,
Investments 1 Limited Shares . : . ~ |EC3M B5AG, UK -
Prudential Real Estate | Ordinary 100% United Kingdom [ 10 Fenchurch Avenue, London,
Investments 2 Limited Shares . EC3M 5AG, UK
Prudential Real Estate Ordinary 100% United Kingdom | 10 Fenchurch Avenue, London,
Shares . |EC3M 5AG, UK -
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Classes of | Proportion |Country of
Name Shares held held Incorporation |Address
Prutec Limited Ordinary 100%  |United Kingdom |10 Fenchurch Avenue, London,
Shares EC3M 5AG, UK
_|PVM Partnerships Limited Ordinary 100% United Kingdom | 10 Fenchurch Avenue, London,
Shares’ : EC3M 5AG, UK
RD Park (Hoddesdon Phase |Ordinary 64% United Kingdom |10 Fenchurch Avenue, London,
1) Management Company Shares EC3M 5AG, UK
Limited . .
Schoolhill Sarl Ordinary 100% Luxembourg 20, rue de la Poste,
. Shares _ |Luxembourg
Smithfield Limited £1.00 100% United Kingdom |10 Fenchurch Avenue, London,
Ordinary : . EC3M 5AG, UK :
Shares and
$1.00
Ordinary
A Shares :
Three Snowhill Birmingham |Ordinary 100% Luxembourg 5, Heienhaff, L-1736,
S.arl o - | Shares Senningerberg, Luxembourg
Two Snowhill Birmingham Ordinary 100% Luxembourg 5, Heienhaff, L-1736,
S.a.rl shares Senningerberg, Luxembourg
Vanquish | Unit Trust Units 100% Jersey IFC 5, St Helier, JE1 18T,
' ' Jersey, UK
Vanquish II Unit Trust Units 100% Jersey IFC 5, St Helier, JE1 18T,
: Jersey, UK
Vanquish Properties LLP Ordinary 100% Jersey IFC 5, St Helier, JE1 1ST,
Limited Shares Jersey, UK
West Station SAS Ordinary 100% France 8 Avenue Hoche, 75008, Paris,
Shares France
Westwacker Limited Ordinary 100% United Kingdom |10 Fenchurch Avenue, London,
" | Shares’ ) ' EC3M 5AG, UK :
Insurance . . e
Classes of |Proportion [Country of
Name Shares held |held Incorporation |Address
Prudential International Ordinary 100% - {lreland Fitzwilliam Court, Leeson CI,’
Assurance plc ' Shares . Dublin 2, Dublin, D02 TCY5,
. ' Ireland
Prudential Pensions Limited |Ordinary 100% United Kingdom [10 Fenchurch Avenue, London,
. Shares EC3M 5AG, UK
Pension : '
Classes of |Proportion |Country of :
Name Shares held |held Incorporation |Address
Prudential Corporate Ordinary 100% United Kingdom |10 Fenchurch Avenue, London,
Pensions Trustee Limited Shares ) . . EC3M 5AG, UK
Holding company
‘ Classes of |Proportion |Country of .
Name . Shares held |held Incorporation. |Address
Prudential Holborn Life Ordinary 100% |United Kingdom |10 Fenchurch Avenue, London,
Limited (In liquidation) Shares ' . |EC3M 5AG, UK
Mortgage lending .
Classes of |Proportion |Country of
Name Shares held |held Incorporation |Address
Prudential Lifetime Ordinary & 100% United Kingdom |5 Central Way, Kildean Business
Mortgages Limited Preference Park, Stirling, FK8 1FT, UK
Shares : ‘
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Service
Classes of {Proportion |Country of
Name ) Shares held |held Incorporation |Address
Prudential International Ordinary 100% Ireland - Fitzwilliam Court, Leeson Cl,
- |Management Services Shares ) : Dublin 2, Dublin, D02 TC95,
| Limited . Ireland
Dormant .
: Classes of |Proportion |Country of
Name Shares held |held Incorporation |Address
Manchester Nominee (1) - |Ordinary . 100% |United Kingdom {10 Fenchurch Avenue London
Limited Shares - EC3M 5AG, UK
Wessex Gate Limited Ordinary 100% United Kingdom | 10 Fenchurch Avenue, London,
Shares . |EC3M 5AG, UK :

(ii) Indirect subsidiaries, associated undertakings, joint ventures and significant holdings

SICAV-FIS Africa Equity
FUND

Luxembourg

Investment
Classes of |Proportion |Country of
Name Shares held jheld Incorporation |Address
Aldwych LP Limited "~ 100% USA 2711 Centerville Road, Suite”
"|Partnership 400, Wilmington, DE 19808,
Interest - 1 USA
BWAT Reta|I Nominee (1) A Ordinary 50% United Kingdom | 10 Fenchurch Avenue, London,
Limited Shares ' EC3M 5AG, UK
BWAT Retail Nominee (2) A Ordinary 50% United Kingdom | 10 Fenchurch Avenue, London,
Limited Shares ) EC3M 5AG, UK
Carraway Guildford Limited |Limited 100% United Kingdom | 10 Fenchurch Avenue, London,
Partnership Partnership EC3M 5AG, UK
i Interest
Carraway Guildford Ordinary: 100% Jersey IFC 5, St Helier, Jersey, JE1
(Nominee A) Limited Shares 1ST, UK
Carraway Guildford Ordinary 100% Jersey IFC 5, St Helier, Jersey, JE1
(Nominee B) Limited Shares 1ST, UK
. | Carraway Guildford Ordinary 100% Jersey 13 Castle Street, St Helier,
Investments Unit Trust " Shares : Jersey, JE4 5UT, UK |
Catalyst capital fund Units 100% Luxembourg 16, Boulevard Royal, L-2449,
) ¢ 1 _ Luxembourg -
Catalyst Credit fund Units 100% Luxembourg 16, Boulevard Royal, L-2449,
. . . Luxembourg
Centaurus Retail LLP ‘Limited 100% United Kingdom | 10 Fenchurch Avenue, London,
Partnership EC3M 5AG UK
) Interest
China Bond Fund Units 100% Luxembourg 26, Boulevard Royal, L-2449,
) Luxembourg
CJPT Real Estate No. 1 Units 100% Canada 180 Dundas Street West,
Trust . Toronto, M5G 1Z8, Canada
CJPT Real Estate No. 2 Units 100% Canada 180 Dundas Street West,
Trust _ . {Toronto, M5G 128, Canada
Cribbs Causeway Merchants |Limited by 20% United Kingdom | Management Offices, The Mall
Association Limited Guarantee at Cribbs Causeway, Bristol,
A BS34 5DG, UK .
Debt Investments Units - 26% Ireland Fourth Floor, 76 Lower Baggot
Opportunities IV Street, Dublin 2, Ireland
Eastspring. Investments 1Units 100% 26, Boulevard Royal, L-2449,

Luxembourg
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Classes of

Proportion |Country of

Name Shares held | held Incorporation |Address

Elie 14 S.a.ri Ordinary 45% Italy Via Alessandro Manzoni 38,
Shares’ . Milan, 20121, ltaly

Episode | Limited 93% Cayman Islands | c/o Intertrust Cayman Islands,
Partnership 190 Elgin Avenue, George
Interest Town, Grand Cayman,

. KY1-8005, Cayman Islands

Fashion Square ECO LP Limited 50% USA 1209 Orange Street,
Partnership Wilmington, DE 19801, USA
Interest

Folios Ill Designated Activity |Ordinary 49% Ireland Fourth Floor, 76 Lower Baggot

Company Shares Street, Dublin 2, Ireland

Folios IV Designated Activity |Ordinary 65% |Ireland Fourth Floor, 76 Lower Baggot

Company Shares . Street, Dublin 2, Ireland

Fort Kinnaird Limited Limited 50% United Kingdom | York House, 45 Seymour Street,

Partnership Partnership London, W1H 7LX, UK
Interest .

Fort Kinnaird GP Limited Ordinary 50% United Kingdom | York House, 45 Seymour Street,

: ’ Shares _ London, W1H 7LX, UK

Foudry Properties Limited Ordinary 50% United Kingdom | Clearwater Court, Vastern Road,
Shares Reading RG1 8DB, UK

HCR Canary Fund Limited 99% USA 300 Atlantic Street, Suite 600,
Partner Stamford, CT 06901, USA

Infracapital Partners Il LP Limited 26% United Kingdom |First Floor, 85 Great Portland
Partnership Street, London, W1W 7LT, UK
Interest

Infracapital Partners IV Limited 50% Ireland Fourth Floor, 76 Lower Baggot

SCSp Partnership Street, Dublin 2, Ireland
Interest )

Infracapital Partners LP Limited 33% United Kingdom | First Floor, 85 Great Portland
Partnership Street, London, W1W 7LT, UK
Interest

LB Investment Private Equity | Units 25% Korea 20th floor, 136, Sejong-daero,

Real Estate Investment Fund Jung-gu, Seoul, Republic of

No.10 (Centropolis) Korea

LB Professional investors Units 25% Republic of 20th fioor, 136, Sejong-daero,

Private Real Estate Fund No. Korea Jung-gu, Seoul, Republic of

10 (Centropolis) Korea

LF Prudential Risk Managed |Units 24% United Kingdom | 6th Floor, 65, Gresham Street,

Active 4 . London EC2V 7NQ, UK

LF Prudential Risk Managed |Units 26% United Kingdom | 6th Floor, 65, Gresham Street,

Active 5 » . London EC2V 7NQ, UK :

LF Prudential Risk Managed |Units 37% United Kingdom | 6th Floor, 65, Gresham Street,

Passive Fund 1 London EC2V 7NQ, UK

Lion Credit Opportunity Fund | Ordinary 98% Ireland 35 Shelbourne Road,

Public Limited Company - Shares Balisbridge, Dublin 4, D04

Credit Opportunity Fund-XV A4EO, Ireland

Luxembourg Specialist Units 100% Luxembourg 16, Boulevard Royal, L-2449,

Investment Funds (2) FCP - Luxembourg

M&G Private Equity

Opportunities Fund ,

Luxembourg Specialist | Units 97% Luxembourg 16, Boulevard Royal, L-2449,

Investment Funds (3) SICAV Luxembourg

M&G Corporate Credit

Opportunities ELTIF .

M&G (ACS) BlackRock Units 98% United Kingdom | 10 Fenchurch Avenue, London,

Japan Equity Fund EC3M 5AG, UK

M&G (ACS) BlackRock UK | Units 98% United Kingdom | 10 Fenchurch Avenue, London,

All Share Equity Fund EC3M 5AG, UK

M&G (ACS) BlackRock US  {Units 96% United Kingdom | 10 Fenchurch Avenue, London,

Equity Fund EC3M 5AG, UK
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Index Fund

Classes of |Proportion |Country of
Name Shares held | held Incorporation . | Address
M&G (ACS) China EqU|ty Units 97% United Kingdom [ 10 Fenchurch -Avenue, London
Fund : EC3M 5AG, UK
M&G (ACS) China Fund Units 97% United Kingdom [ 10 Fenchurch Avenue, London,
. _ EC3M 5AG, UK
M&G (ACS) Earnest Units 99% United Kingdom |10 Fenchurch Avenue, London,
Partners US Small Cap . EC3M 5AG, UK
Value Fund ) '
M&G (ACS) Granahan US Units 99% United Kingdom | 10 Fenchurch Avenue, London,
Small Cap Growth Fund EC3M 5AG, UK
M&G (ACS) Japan Equity Units 98% United Kingdom | 10 Fenchurch Avenue, London,
Fund » EC3M 5AG, UK
M&G (ACS) Japan Smaller |Units 98% United Kingdom [ 10 Fenchurch Avenue, London
Companies Fund ) EC3M 5AG, UK
M&G (ACS) UK Listed Equity | Units 88% United Kingdom | 10 Fenchurch Avenue, London,
Fund EC3M 5AG, UK
M&G (ACS) UK Listed Mid  [Units 98% United Kingdom |10 Fenchurch Avenue, London,
Cap Equity Fund EC3M 5AG, UK
M&G (Lux) Global Funds -~ [Units 96% Luxembourg 16, Boulevard Royal, L-2449,
M&G (Lux) Asian Corporate . Luxembourg
'Bond Fund :
M&G (Lux) Global Funds - Units 96% Luxembourg 16, Boulevard Royal, L-2449,
M&G (Lux) Asian Local Luxembourg
Currency Bond Fund '
M&G (Lux) Global Funds - Units 100% Luxembourg 16, Boulevard Royal, L-2449,
M&G (Lux) Asian Total . ' Luxembourg -
Return Bond Fund , : ’
M&G (Lux) Investment Units 97% "’ Luxembourg 16, Boulevard Royal, L-2449,
Funds 1 - M&G (Lux) Better . Luxembourg
Health Solutions Fund
M&G (Lux) Investment Units 92% Luxembourg 16, Boulevard Royal, L-2449,
Funds 1 - M&G (Lux) . " |Luxembourg
Climate Solutions Fund
M&G (Lux) Investment Units 86% Luxembourg 16, Boulevard Royal, L-2449,
Funds 1 - M&G (Lux) . Luxembourg
Diversity and Inclusion Fund .
M&G (Lux) Investment Units 91% Luxembourg 16, Boulevard Royal, L-2449,
Funds 1 - M&G (Lux) Luxembourg
" |Emerging Markets Hard
Currency Bond Fund . .
M&G (Lux) Investment Units 100% Luxembourg 16, Boulevard Royal, L-2449,
Funds 1 - M&G (Lux) Global . Luxembourg
Artificial Intelligence Fund
M&G (Lux) Investment Units 58% Luxembourg 16, Boulevard Royal, L-2449,
Funds 1 - M&G Lux Luxembourg
Emerging Markets Bond
Fund . . _
M&G Investment Funds (1) - |Units 63% United Kingdom |10 Fenchurch Avenue, London,
M&G European Sustain EC3M 5AG, UK :
Paris Aligned Fund
M&G Investment Funds (10) [Units 99% United Kingdom | 10 Fenchurch Avenue, London,
- M&G Global Al Themes , EC3M 5AG, UK
Fund
M&G Pan African Bond Fund | Units 100% South Africa PO Box 44813, Claremont,
Western Cape, 7735
M&G SA Equity Fund Units 94% South Africa PO Box 44813, Claremont,
Western Cape, 7735
M&G (Lux) Europe ex UK Units 97% Luxembourg 16, Boulevard Royal L-2449,
Equity fund Luxembourg
M&G (Lux) Europe ex UK Units 97% Luxembourg 16, Boulevard Royal, L-24489,

Luxembourg
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Country of .

Global Emerging Markets

Classes of |Proportion :
Name Shares held.|held Incorporation |[Address
M&G (Lux) Pan European Units 7% Luxembourg 16, Boulevard Royal, L-2448,
Smaller Companies fund : Luxembourg
M&G (Lux) Sterling Liquidity |Units 80% Luxembourg 16, Boulevard Royal, L-2448,
Fund Luxembourg
M&G Asia Property Fund Ordinary 44% Luxembourg 16, Boulevard Royal, L-2449,
shares Luxembourg
M&G Investment Funds (10) |Units 88% United Kingdom |10 Fenchurch Avenue, London,.
- M&G Better Health EC3M 5AG, UK
Solutions Fund .
M&G BlackRock Canada Units 97% United Kingdom | 10 Fenchurch Avenue, London,
Equity Fund : ] EC3M 5AG, UK .
M&G BlackRock UK 200 Units 98% United Kingdom |10 Fenchurch Avenue, London,
Equity Fund EC3M 5AG, UK
M&G Investment Funds (10) [Units 53% United Kingdom | 10 Fenchurch Avenue, London,
- M&G Climate Solutions EC3M 5AG, UK
Fund .
M&G Catalyst Sustainable Limited 100% United Kingdom |50 Lothian Road, Festival
Agriculture LP Partnership Square, Edinburgh, EH3 9WJ,
. Interest UK
M&G Investment Funds (3) - |Units 48% United Kingdom | 10 Fenchurch Avenue, London,
M&G Dividend Fund . EC3M 5AG, UK :
M&G European High Yield Units 25% Luxembourg 80, route d'Esch, L-1470,
Credit Investment Fund Luxembourg
M&G European Property Units 29% Luxembourg 16, Boulevard Royal, |--2449,
Fund SICAV-FIS Luxembourg
M&G European Living Limited 71% Luxembourg 16, Boulevard Royal, L-2449,
Property Fund SCSP, SICAV-{|Partnership Luxembourg
RAIF interest
M&G European Value Add Limited 67% Luxembourg Rue de la Poste 20, 2346,
Partnership SCSp Partnership . _ Luxembourg
Interest
M&G Feeder of Property Units 56% United Kingdom-| 10 Fenchurch Avenue, London,
Portfolio EC3M 5AG, UK
M&G Fitzrovia Limited Ordinary 100% . |United Kingdom |10 Fenchurch Avenue, London,
Shares ) EC3M 5AG, UK
M&G Fitzrovia General Ordinary 50% United Kingdom | 10 Fenchurch Avenue, London,
Partner Limited Shares EC3M 5AG, UK ,
M&G Fitzrovia Nominee 1 Ordinary 50% United Kingdom |10 Fenchurch Avenue, London,
Limited Shares EC3M 5AG, UK
M&G Fitzrovia Nominee 2 Ordinary 50% United Kingdom | 10 Fenchurch Avenue, London,
Limited » Shares EC3M 5AG, UK
M&G Funds (1) Asia Pacific |Units 85% United Kingdom [ 10 Fenchurch Avenue, London,
(ex Japan) Equity Fund . _ EC3M 5AG, UK
M&G Funds (1) BlackRock |Units 85% United Kingdom | 10 Fenchurch Avenue, London,
Asia Pacific (ex Japan) : EC3M 5AG, UK
Equity Fund
M&G Funds (1) BlackRock | Units 84% United Kingdom |10 Fenchurch Avenue, London, -
Emerging Markets Equity EC3M 5AG, UK
Fund
M&G Funds (1) GSAM Units 98% United Kingdom | 16, Boulevard Royal, L-2449,
Global Emerging Market Luxembourg
Equity Fund
M&G Funds (1) Invesco Units 97% United Kingdom | 10 Fenchurch Avenue,
Global Emerging Markets London, EC3M 5AG, UK
Equity Fund :
M&G Funds (1) Lazard Units 98% United Kingdom |10 Fenchurch Avenue, London,

EC3M 56AG, UK

Equity Fund
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: Classes of |Proportion |Country of
Name . Shares held | held Incorporation |Address
M&G Funds (1) MFS Global |Units 98% United Kingdom |10 Fenchurch Avenue, London,
Emerging Markets Equity - . |EC3M 5AG, UK
Fund ,
'M&G Funds (1) Sterling Units 65% United Kingdom |10 Fenchurch Avenue, London,
Investment Grade Corporate EC3M 5AG, UK
Bond Fund .
M&G Funds (1) US Units 100% United Kingdom | 10 Fenchurch Avenue, London,
Corporate Bond Fund . EC3M 5AG, UK
M&G Funds (1) US Short .| Units 74% United Kingdom |10 Fenchurch Avenue, London,
Duration Corporate Bond ' . _ -|EC3M 5AG, UK
Fund )
M&G Funds (1) Wellington | Units 100% United Kingdom |10 Fenchurch Avenue, London,
Impact Bond Fund EC3M 5AG, UK
M&G Investment Funds (2) - |Units 34% United Kingdom |10 Fenchurch Avenue, London,
M&G Gilt & Fixed Interest - : EC3M 5AG, UK
Income Fund
M&G Investment Funds (2) - | Units 53% United Kingdom | 10 Fenchurch Avenue, London,
M&G Global High Yield Bond EC3M 5AG, UK
M&G Investment Funds (10) |Units 40% United Kingdom |10 Fenchurch Avenue, London,
- M&G Global High Yield . ‘|EC3M 5AG, UK -
ESG Bond Fund ) .
M&G Investment Funds (10) |Units 29% United Kingdom |10 Fenchurch Avenué, London,
- M&G Positive Impact Fund : ’ : EC3M 5AG, UK
M&G Investment Funds (4) - | Units 22%  |United Kingdom |10 Fenchurch Avenue, London,
1M&G Episode. Allocation EC3M 5AG, UK :
Fund
M&G Investment Funds (7) - |Units 78%. United Kingdom |10 Fenchurch Avenue, London,
M&G Global Convertibles EC3M 5AG, UK
Fund : :
M&G (Lux) Investment Units 58% United Kingdom | 16, Boulevard Royal, L-24489,
Funds 1 - M&G Lux Luxembourg .
Emerging Markets Bond
Fund : : ‘
M&G (Lux) Sustainable. Units " 21% Luxembourg . |16, Boulevard Royal, L-2449;
Emerging Markets Corporate Luxembourg
Bond Fund : e
M&G Real Estate UK Limited 28% - |United Kingdom |50 Lothian Road, Festival
Enhanced Value LP Partnership Square, Edinburgh, EH3 9WJ,
: Interest . UK -

M&G Real Estate UK Limited . 28% United Kingdom |50 Lothian Road, Festival :
Enhanced Value 1-ALP Partnership : - |Square, Edinburgh, EH3 9WJ,

v Interest UK ' :
M&G Shared Ownership LP |Limited 46% United Kingdom | 10 Fenchurch Avenue, L.ondon,

Partnership EC3M 5AG, UK
. Interest )

M&G Specialty Finance. ~ |Limited 47% Luxembourg 5, Heienhaff, L-1736,
Fund 2 Partnership . Senningerberg, Luxembourg - -
M&G Sustainable Loan Fund |Shares 63% Ireland: 35'Shelbourne Road,
Limited - Ballsbridge, Dublin, Ireland
M&G Investment Funds (4) - |Units 37%. United Kingdom |10 Fenchurch Avenue, London,
M&G Sustainable Multi Asset | B EC3M 5AG, UK
Fund : o :
M&G Investment Funds (4) - |Units 37% United Kingdom |10 Fenchurch Avenue, London,
M&G Sustainable Multi Asset EC3M 5AG, UK
Fund
M&G UK Mortgage Income | Units 62% Luxembourg 16, Boulevard Royal, L-2449,
Fund (Under the umbrella Luxembourg -
structure - Luxembourg .
Specialist Investment Fund
FCP-RAIF )
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\

(2) ICAV - M&G Real Impact
Fund

Classes of |Proportion |{Country of
Name Shares held | held Incorporation |Address
M&G UK Property Fund Ordinary 98% Luxembourg 16, Boulevard Royal, L-2448,
) Shares Luxembourg
M&G UK Residential Limited 28% Luxembourg 16 Boulevard Royal, L-2449
Property Fund Partnership Luxembourg
Interest
MCF S.r.l. Ordinary 45% Italy Via Alessandro Manzoni 38,
shares Milan, 20121, ltaly.
NB Gemini Fund LP Limited 99% Cayman Islands | Maples Corporate Services
Partnership ’ Limited, Ugland House,
Interest P.O. Box 309, Grand Cayman,
KY1-1104, Cayman
Old Kingsway LP Limited 100% USA 2711 Centerville Road, Suite
Partnership 400, Wilmington, DE 19808,
Interest ’ USA : '
PPM America Private Equity |Limited 50% USA 874 Walker Road, Suite C, City
Fund Il LP Partnership : of Dover, County of Kent, State
) Interest : of Delaware 19904, USA
PPM America Private Equity |Limited 50% USA 874 Walker Road, Suite C, City
Fund IV LP : Partnership of Dover, County of Kent, State
Interest of Delaware 19904, USA -
PPM America Private Equity |Limited 50% USA 874 Walker Road, Suite C, City
Fund VLP Partnership : of Dover, County of Kent, State
. Interest of Delaware 19904, USA
PPM America Private Equity |Limited 40% USA 874 Walker Road, Suite C, City
Fund VI LP Partnership : of Dover, County. of Kent, State
Interest of Delaware 19904, USA
PPM America Private Equity |Limited 46% USA 874 Walker Road, Suite C, City
Fund VII LP Partnership of Dover, County of Kent, State
Interest . of Delaware 19904, USA
Property Partners (Two Ordinary 100% United Kingdom |10 Fenchurch Avenue, London,
Rivers) Limited - Shares EC3M 5AG
o Limited 100% United Kingdom
. partnership First Floor, 85 Great Portland
Prudential Greenfield LP interest Street, London, W1W 7LT, UK
Prudential Loan Investments {Limited 100% . |Luxembourg 1, Rue Hildegard von Bingen,
SCSp Partnership L-1282, Luxembourg
Interest
Prudential Loan Investments | Ordinary 100% Luxembourg 5 Heienhaff, L-1736
|1S.arl Shares Senningerberg, Luxembourg
Prudential UK Real Estate Ordinary 100% United Kingdom | 10 Fenchurch Avenue, London,
General Partner Limited Shares , EC3M 5AG, UK
Prudential UK Real Estate Limited 100% United Kingdom |10 Fenchurch Avenue, London,
Limited Partnership Partnership : EC3M 5AG, UK
Interest .
Prudential UK Real Estate Ordinary 100% United Kingdom |10 Fenchurch Avenue, London,
Nominee 1 Limited Shares EC3M 5AG, UK
Prudential UK Real Estate Ordinary 100% United Kingdom | 10 Fenchurch Avenue, London,
Nominee 2 Limited Shares EC3M 5AG, UK
Randolph Street LP Limited 100% USA 2711 Centerville Road, Suite
Partnership. 400, Wilmington, DE 19808,
Interest .JUSA
"[responsAbility Sustainable Limited 87% Luxembourg 15, Boulevard F.W. Raiffeisen,
Food — Asia ll, SLP Partnership ‘ L-2411, Luxembourg .
Interest
responsAbility Sustainable  {Limited 99% Luxembourg 15, Boulevard F.W. Raiffeisen,
Food - Latam |, SLP Partnership L-2411, Luxembourg
. Interest .
Specialist Investment Funds |Units 100% Ireland 35 Shelbourne Road,

Ballsbridge, Dublin D04 A4EQ,
Ireland .
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Classes of

Proportion |Country of
Name Shares held |held Incorporation |Address
Selly Oak Shopping Park Limited 63% United Kingdom |10 Fenchurch Avenue, London,
Limited Partnership Partnership EC3M 5AG, UK
i : Interest o
Silverfleet Capital Il WPLF  [Limited 100% Guernsey 1ECRartS'r(Lane London, EC4V
LP : Partnership 5
|Interest ,
Sky Fund V Onshore, LP Limited 26% USA 559 Pacific Avenue, San
Co Partnership ’ Francisco, CA 94133, USA
Interest .
SMLLC Limited 100% USA . |2711 Centerville Road, Suite
Partnership - ' 403\ Wllmlngton DE 19808
‘|interest . us
SOFA Holding LP Limited 100% USA - 2711 Centerville Road, Suite
Partnership : 400 Wilmington, DE 19808
Interest
St Edward Homes Limited Ordinary 50% United Kingdom gerkdeleéy Hous:(a_,l_j1 ? Ii?gs[r}zuth
' Shares ' oag, surrey, ,
St Edward Homes Ordinary 50% United Kingdom gerkéalesy Hous&_ﬂ 9 Portsmouth
Partnership Shares i oad, Surrey, 11JG, UK
'St Edward Strand Ordina 50% United Kingdom [ Berkeley House, 19 Portsmouth -
Part hi Sh 4 Road, Surrey, KT11 1JG, UK
artnership - ares : . ) ) )
StepStone Scorpio Limited 100% |Cayman Islands |Maples Corporate Services
Infrastructure Opportunities |Partnership ‘ Limited, Ugland House,
Fund, L.P. Interest P.O. Box 3%3, Grand (IZayénan,.
: KY1-1104, Cayman Islands
The Car Auction Unit Trust Units 50% Guernsey - Dorey Cour&é?mﬁal Park, St .
: i . Peter Port, GY1 2HT, Guernsey
The Project Hoxton LP Limited 100% United Kingdom | 10 Fenchurch Avenue, London,
Partnership ’ - EC3M 5AG, UK
Interest : : ’
The Strand Property Unit Limited 50% Jersey |28 Esplanade, Jersey, Channel
Trust Partnership Islands, JE2 3QA, UK
Interest .
The Two Rivers Trust Ordinary 100% Jersey Liberte House, 19-23 La Motte
. . shares | Street, St Heller JE2 48Y,
. , Jersey,UK
Two Rivers LP Limited 50% United Kingdom | Bow Bells House, 1 Bread
Partnership Street, London, EC4M 9HH, UK
Interest :
Vanquish Properties (UK) Limited - 100% United Kingdom |10 Fenchurch Avenue, London,
Limited Partnership Partnership - . |[EC3M 5AG, UK
Interest . ' .
Vanqmsh Propemes GP Ordinary 100% Jersey 1IFC 5, St |I;!elier, JE1 18T,
Limited Shares . Jersey, U
Vanquish Properties GP Ordinary 100% Jersey IFC 5, St Helier, JE1 1ST
Nominee 1 Limited Shares ' Jersey, UK
Vanquish Properties GP -Ordinary 100% Jersey !JFC 5, SltJ}l;leller JE1 1ST
Nominee 2 Limited Shares ersey,
Vanquish Properties GP Ordinary 100% Jersey LFC 5, SltJ}lilelier, JE1 18T,
Nominee 3 Limited Shares - ersey, L
Vanquish Properties GP Ordinary 100% - |Jersey GFC 5, SltJIi;ielier, JE1 18T,
Nominee 4 Limited Shares ersey,
Vanquish Properties GP Ordinary 100% Jersey !JFC 5, SltJ}lileher JE1 1ST
Nominee A Limited Shares , ersey,
West Station 1 SCI - Ordinary - 100% France |EgAvenue Hoche, 75008, Paris,
‘ Shares rance
West Station 2 SCI Ordinary 100% France 8 Avenue Hoche, 75008, Paris,
Shares |France
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Service . , .
: Classes of |Proportion |Country of -
Name Shares held |held Incorporation |Address :
Prudential Polska sp. z.0.0 |Ordinary . 100% |Poland . 02-670 Warszawa, Pulawska
. ‘ Shares: 4 ' , 182, Poland
31 " Post bélance sheet events

On 27 February 2024, the Company announced ‘the 2023 annual bonus rates for the with-profits fund,
declaring a distribution of £3.5bn. The Company also announced an additional bonus of 1.25%. to enhance the
unsmoothed value of plans for eligible customers with traditional ~and .accumulating policies. It may be
" necessary to take back the additional bonus,in order to protect the interest of all customers and the strength of
the fund at a future date although this is not expected-to happen. For PruFund customers additional surplus
has been shared by i mcreasmg the unit price by 0.90%.

AOn 18 March 2024 the Company approved a fnal d|V|dend of £333m to be paid .to M&G plc. This is not
. recogmsed in'the 2023 fnanmal statements. ..
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