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IFRS Disclosure and Additional Unaudited Financial Information
Prudential plc 2016 results
International Financial Reporting Standards (IFRS) Basis Results

CONSOLIDATED INCOME STATEMENT

Year ended 31
December Note 2016 £m 2015 £m

38,981 36,663
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Gross premiums
earned
Outward reinsurance
premiums (2,020) (1,157)

Earned premiums,
net of reinsurance 36,961 35,506

Investment return 32,511 3,304
Other income 2,370 2,495
Total revenue, net of
reinsurance 71,842 41,305

Benefits and claims (60,948) (30,547)
Outward reinsurers'
share of benefit and
claims

2,412 1,389

Movement in
unallocated surplus
of with-profits funds

(830) (498)

Benefits and claims
and movement in
unallocated surplus
of with-profits funds,
net of reinsurance

(59,366) (29,656)

Acquisition costs and
other expenditure B3 (8,848) (8,208)

Finance costs:
interest on core
structural borrowings
of
shareholder-financed
operations

(360) (312)

Remeasurement of
carrying value of
Korea life business
classified as held for
sale

(238) -

Disposal of Japan life
business  - 
cumulative exchange
loss recycled from
other comprehensive
income

- (46)

Total charges, net of
reinsurance (68,812) (38,222)

Share of profits from
joint ventures and
associates, net of
related tax

182 238

Profit before tax
(being tax
attributable to
shareholders' and

3,212 3,321
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policyholders'
returns)*
Less tax charge
attributable to
policyholders' returns

(937) (173)

Profit before tax
attributable to
shareholders

B1.1 2,275 3,148

Total tax charge
attributable to
policyholders and
shareholders

B5 (1,291) (742)

Adjustment to
remove tax charge
attributable to
policyholders' returns

937 173

Tax charge
attributable to
shareholders' returns

B5 (354) (569)

Profit for the year
attributable to equity
holders of the
Company

1,921 2,579

Earnings
per share
(in pence)

2016 2015

Based on
profit
attributable
to the
equity
holders of
the
Company:

B6

Basic 75.0p 101.0p
Diluted 75.0p 100.9p

Dividends per share (in pence) 2016 2015
Dividends relating to reporting year: B7
First interim ordinary dividend 12.93p 12.31p
Second interim ordinary dividend 30.57p 26.47p
Special dividend - 10.00p
Total 43.50p 48.78p
Dividends paid in reporting year: B7
Current year first interim ordinary dividend 12.93p 12.31p
Second interim ordinary dividend/final ordinary dividend for prior year 26.47p 25.74p
Special dividend 10.00p -
Total 49.40p 38.05p
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   *   This measure is the formal profit before tax measure under IFRS but it is not the result attributable to
shareholders.
        This is principally because the corporate taxes of the Group include those on the income of consolidated
with-profits and unit-linked funds that, through adjustments to benefits, are borne by policyholders. These amounts
are required to be included in the tax charge of the Company under IAS 12. Consequently, the profit before all taxes
measure is not representative of pre-tax profits attributable to shareholders. Profit before all taxes is determined after
deducting the cost of policyholder benefits and movements in the liability for unallocated surplus of the PAC
with-profits fund after adjusting for taxes borne by policyholders.

International Financial Reporting Standards (IFRS) Basis Results
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Year ended 31 December Note 2016 £m 2015 £m

Profit for the year 1,921 2,579

Other comprehensive income:
Items that may be reclassified subsequently to profit or loss
Exchange movements on foreign operations and net investment hedges:
Exchange movements arising during the year 1,148 68
Cumulative exchange loss of sold Japan life business recycled through profit or loss - 46
Related tax 13 4

1,161 118
Net unrealised valuation movements on securities of US insurance operations
classified as available-for-sale:

Net unrealised holding gains (losses) arising during the year 241 (1,256)
Deduct net gains included in the income statement on disposal and impairment (269) (49)
Total C3.2(c) (28) (1,305)
Related change in amortisation of deferred acquisition costs C5 (b) 76 337
Related tax (17) 339

31 (629)

Total 1,192 (511)

Items that will not be reclassified to profit or loss
Shareholders' share of actuarial gains and losses on defined benefit pension schemes:
Gross (107) 27
Related tax 14 (5)

(93) 22

Other comprehensive income (loss) for the year, net of related tax 1,099 (489)

Total comprehensive income for the year attributable to the equity holders of the
Company 3,020 2,090

International Financial Reporting Standards (IFRS) Basis Results
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
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 Year ended 31 December 2016 £m

Share
 capital

Share
premium

Retained
  earnings

Translation
reserve

Available
-for-sale
 securities
reserves

Shareholders'
equity

Non-
 controlling
  interests

Total
 equity

Note noteC10 note C10

Reserves
Profit for the year - - 1,921 - - 1,921 - 1,921
Other comprehensive
income:
Exchange movements on
foreign operations and net
investment hedges, net of
related tax

- - - 1,161 - 1,161 - 1,161

Net unrealised valuation
movements, net of related
change in amortisation of
deferred acquisition costs
and related tax

- - - - 31 31 - 31

Shareholders' share of
actuarial
gains and losses on
defined benefit pension
schemes, net of tax

- - (93) - - (93) - (93)

Total other comprehensive
income (loss) - - (93) 1,161 31 1,099 - 1,099

Total comprehensive
income for the year - - 1,828 1,161 31 3,020 - 3,020

Dividends B7 - - (1,267) - - (1,267) - (1,267)
Reserve movements in
respect of share-based
payments

- - (51) - - (51) - (51)

Share capital and share
premium
New share capital
subscribed C10 1 12 - - - 13 - 13

Treasury shares
Movement in own shares
in respect of share-based
payment plans

- - 2 - - 2 - 2

Movement in Prudential
plc shares purchased by
unit trusts consolidated
under IFRS

- - (6) - - (6) - (6)

Net increase in equity 1 12 506 1,161 31 1,711 - 1,711
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At beginning of year 128 1,915 10,436 149 327 12,955 1 12,956
At end of year 129 1,927 10,942 1,310 358 14,666 1 14,667

International Financial Reporting Standards (IFRS) Basis Results
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

 Year ended 31 December 2015 £m

Share
 capital

Share
premium

Retained
  earnings

Translation
reserve

Available
-for-sale
 securities
reserves

Shareholders'
equity

Non-
 controlling
  interests

Total
 equity

Note noteC10 note C10

Reserves
Profit for the year - - 2,579 - - 2,579 - 2,579
Other comprehensive
income:
Exchange movements on
foreign operations and net
investment hedges, net of
related tax

- - - 118 - 118 - 118

Net unrealised valuation
movements, net of related
change in amortisation of
deferred acquisition costs
and related tax

- - - - (629) (629) - (629)

Shareholders' share of
actuarial
gains and losses on
defined benefit pension
schemes, net of tax

- - 22 - - 22 - 22

Total other comprehensive
income (loss) - - 22 118 (629) (489) - (489)

Total comprehensive
income
for the year

- - 2,601 118 (629) 2,090 - 2,090

Dividends B7 - - (974) - - (974) - (974)
Reserve movements in
respect of share-based
payments

- - 39 - - 39 - 39

Share capital and share
premium
New share capital
subscribed C10 - 7 - - - 7 - 7

Treasury shares
- - (38) - - (38) - (38)

Edgar Filing: PRUDENTIAL PLC - Form 6-K

6



Movement in own shares
in respect of share-based
payment plans
Movement in Prudential
plc shares purchased by
unit trusts consolidated
under IFRS

- - 20 - - 20 - 20

Net increase in equity - 7 1,648 118 (629) 1,144 - 1,144
At beginning of year 128 1,908 8,788 31 956 11,811 1 11,812
At end of year 128 1,915 10,436 149 327 12,955 1 12,956

International Financial Reporting Standards (IFRS) Basis Results
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

31 December Note 2016 £m 2015 £m
Assets

Goodwill C5(a) 1,628 1,648
Deferred acquisition
costs and other
intangible assets

C5(b) 10,807 8,472

Property, plant and
equipment 743 1,197

Reinsurers' share of
insurance contract
liabilities

10,051 7,903

Deferred tax assets C8 4,315 2,819
Current tax
recoverable 440 477

Accrued investment
income 3,153 2,751

Other debtors 3,019 1,955
Investment properties 14,646 13,422
Investment in joint
ventures and
associates accounted
for using the equity
method

1,273 1,034

Loans C3.3 15,173 12,958
Equity securities and
portfolio holdings in
unit trusts

198,552 157,453

Debt securities C3.2 170,458 147,671
Derivative assets 3,936 2,958
Other investments 5,465 4,395
Deposits 12,185 12,088
Assets held for sale D1 4,589 2
Cash and cash
equivalents 10,065 7,782

Total assets C1 470,498 386,985
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Equity
Shareholders' equity 14,666 12,955
Non-controlling
interests 1 1

Total equity 14,667 12,956

Liabilities
Insurance contract
liabilities C4.1 316,436 260,753

Investment contract
liabilities with
discretionary
participation features

C4.1 52,837 42,959

Investment contract
liabilities without
discretionary
participation features

C4.1 19,723 18,806

Unallocated surplus
of with-profits funds C4.1 14,317 13,096

Core structural
borrowings of
shareholder-financed
operations

C6.1 6,798 5,011

Operational
borrowings
attributable to
shareholder-financed
operations

C6.2 2,317 1,960

Borrowings
attributable to
with-profits
operations

C6.2 1,349 1,332

Obligations under
funding, securities
lending and sale and
repurchase
agreements

5,031 3,765

Net asset value
attributable to unit
holders of
consolidated unit
trusts and similar
funds

8,687 7,873

Deferred tax
liabilities C8 5,370 4,010

Current tax liabilities 649 325
Accruals, deferred
income and other
liabilities

13,825 10,416

Provisions 947 604
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Derivative liabilities 3,252 3,119
Liabilities held for
sale D1 4,293 -

Total liabilities C1 455,831 374,029

Total equity and
liabilities 470,498 386,985

Included within equity securities and portfolio holdings in unit trusts, debt securities and other investments are £8,545
million (2015: £5,995 million) of lent securities and assets subject to repurchase agreements.

International Financial Reporting Standards (IFRS) Basis Results
CONSOLIDATED STATEMENT OF CASH FLOWS

Year ended 31 December Note 2016 £m 2015 £m
Cash flows from operating activities
Profit before tax (being tax attributable
to shareholders' and policyholders'
returns)note (i)

3,212 3,321

Non-cash movements in operating assets
and liabilities reflected in profit before
tax:
Investments (37,824) (6,814)
Other non-investment and non-cash
assets (2,490) (1,063)

Policyholder liabilities (including
unallocated surplus) 31,135 6,067

Other liabilities (including operational
borrowings) 7,861 1,761

Interest income and expense and
dividend income included in result
before tax

(9,749) (8,726)

Other non-cash itemsnote (ii) 834 234
Operating cash items:
Interest receipts 7,886 7,316
Dividend receipts 2,286 1,777
Tax paidnote (v) (950) (1,340)
Net cash flows from operating activities 2,201 2,533
Cash flows from investing activities
Purchases of property, plant and
equipment (348) (256)

Proceeds from disposal of property,
plant and equipment 102 30

Acquisition of subsidiaries and
intangibles (303) (286)

Sale of businesses - 43
Net cash flows from investing activities (549) (469)
Cash flows from financing activities
Structural borrowings of the Group:

C6.1
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Shareholder-financed operations:note
(iii)
Issue of subordinated debt, net of costs 1,227 590
Interest paid (335) (288)
With-profits operations:note (iv) C6.2
Interest paid (9) (9)
Equity capital:
Issues of ordinary share capital 13 7
Dividends paid (1,267) (974)
Net cash flows from financing activities (371) (674)
Net increase  in cash and cash
equivalents 1,281 1,390

Cash and cash equivalents at beginning
of year 7,782 6,409

Effect of exchange rate changes on cash
and cash equivalents 1,002 (17)

Cash and cash equivalents at end of year 10,065 7,782

Notes
           (i)      This measure is the formal profit before tax measure under IFRS but it is not the result attributable to
shareholders.
           (ii)     Other non-cash items consist of the adjustment of non-cash items to profit before tax.
          (iii)     Structural borrowings of shareholder-financed operations exclude borrowings to support short-term fixed
income securities programmes, non-recourse borrowings of investment subsidiaries of shareholder-financed
operations and other borrowings of shareholder-financed operations. Cash flows in respect of these borrowings are 
included within cash flows from operating activities.
           (iv)    Interest paid on structural borrowings of with-profits operations relate solely to the £100 million 8.5 per
cent undated subordinated guaranteed bonds, which contribute to the solvency base of the Scottish Amicable
Insurance Fund (SAIF), a ring-fenced sub-fund of the PAC with-profits fund. Cash flows in respect of other
borrowings of with-profits funds, which principally relate to consolidated investment funds, are included within cash
flows from operating activities.
           (v)     Tax paid includes £226 million (2015: £229 million) paid on profits taxable at policyholder rather than
shareholder rates.

International Financial Reporting Standards (IFRS) Basis Results
NOTES

         A     BACKGROUND
         A1   Basis of preparation and exchange rates
These statements have been prepared in accordance with IFRS Standards as issued by the International Accounting
Standards Board (IASB) and as endorsed by the European Union (EU) as required by EU law (IAS Regulation
EC1606/2032). EU-endorsed IFRS Standards may differ from IFRS Standards issued by the IASB if, at any point in
time, new or amended IFRS Standards have not been endorsed by the EU. At 31 December 2016, there were no
unendorsed standards effective for the two years ended 31 December 2016 affecting the consolidated financial
information of the Group. There were no differences between IFRS Standards endorsed by the EU and IFRS
Standards issued by the IASB in terms of their application to the Group.
The Group IFRS accounting policies are the same as those applied for the year ended 31 December 2015 with the
exception of  the adoption of the new and amended accounting standards as described in note A2.
Exchange rates
The exchange rates applied for balances and transactions in currency other than the presentational currency of the
Group, pounds sterling (GBP) were:
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Closing
rate at
 31 Dec 2016

Average rate
for
 2016

Closing
rate at
 31 Dec 2015

Average rate
for
 2015

Local currency: £
Hong Kong 9.58 10.52 11.42 11.85
Indonesia 16,647.30 18,026.11 20,317.71 20,476.93
Malaysia 5.54 5.61 6.33 5.97
Singapore 1.79 1.87 2.09 2.1
China 8.59 8.99 9.57 9.61
India 83.86 91.02 97.51 98.08
Vietnam 28,136.99 30,292.79 33,140.64 33,509.21
Thailand 44.25 47.80 53.04 52.38
US 1.24 1.35 1.47 1.53

Certain notes to the financial statements present 2015 comparative information at Constant Exchange Rates (CER), in
addition to the reporting at Actual Exchange Rates (AER) used throughout the consolidated financial statements. AER
are actual historical exchange rates for the specific accounting period, being the average rates over the period for the
income statement and the closing rates for the balance sheet at the balance sheet date. CER results are calculated by
translating prior period results using the current period foreign exchange rate ie current period average rates for the
income statement and current period closing rates for the balance sheet.
The financial information set out in this announcement does not constitute the Company's statutory accounts for the
years ended 31 December 2016 or 2015 but is derived from those accounts. The auditors have reported on the 2016
statutory accounts. Statutory accounts for 2015 have been delivered to the registrar of companies, and those for 2016
will be delivered following the Company's Annual General Meeting. Their report was (i) unqualified, (ii) did not
include a reference to any matters to which the auditors drew attention by way of emphasis without qualifying their
report and (iii) did not contain a statement under section 498(2) or (3) of the Companies Act 2006.
A2   Adoption of new accounting pronouncements in 2016
The Group has adopted the following new accounting pronouncements which were effective in 2016:
                 -       Annual improvements to IFRSs 2012-2014 cycle;
                 -       Clarification of Acceptable Methods of Depreciation and Amortisation (Amendments to IAS 16 and
IAS 38); and
                 -       Disclosure Initiative (Amendments to IAS 1).
The adoption of these pronouncements has had no impact on these financial statements.
              B       EARNINGS PERFORMANCE
              B1      Analysis of performance by segment
              B1.1    Segment results - profit before tax

2016 £m 2015* £m %

Note AER CER 2016 vs
2015 AER

2016 vs
2015 CER

note (vi) note (vi) note (vi) note (vi)
Asia operations
Asia insurance operations* B4(a) 1,503 1,171 1,303 28% 15%
Eastspring Investments 141 115 128 23% 10%
Total Asia operations 1,644 1,286 1,431 28% 15%

US operations
Jackson (US insurance operations) 2,052 1,691 1,908 21% 8%
Broker-dealer and asset management (4) 11 13 (136)% (131)%
Total US operations 2,048 1,702 1,921 20% 7%
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UK operations
UK insurance operations: B4(b)
Long-term business 799 1,167 1,167 (32)% (32)%
General insurance commissionnote (i) 29 28 28 4% 4%
Total UK insurance operations 828 1,195 1,195 (31)% (31)%
M&G B2 425 442 442 (4)% (4)%
Prudential Capital 27 19 19 42% 42%
Total UK operations 1,280 1,656 1,656 (23)% (23)%
Total segment profit 4,972 4,644 5,008 7% (1)%

Other income and expenditure
Investment return and other income 1 14 14 (93)% (93)%
Interest payable on core structural
borrowings (360) (312) (312) (15)% (15)%

Corporate expenditurenote (ii) (334) (319) (319) (5)% (5)%
Total (693) (617) (617) (12)% (12)%
Solvency II implementation costs (28) (43) (43) 35% 35%
Restructuring costs note (iii) (38) (15) (15) (153)% (153)%
Interest received from tax settlement 43 - - n/a n/a
Operating profit based on longer-term
investment returns 4,256 3,969 4,333 7% (2)%

Short-term fluctuations in investment
returns on
shareholder-backed business

B1.2 (1,678) (755) (827) (122)% (103)%

Amortisation of acquisition accounting
adjustmentsnote (iv) (76) (76) (85) 0% 11%

(Loss) profit attaching to the held for
sale Korea life business D1 (227) 56 62 n/a n/a

Cumulative exchange loss on the sold
Japan life business
recycled from other comprehensive
incomenote (v)

- (46) (46) n/a n/a

Profit before tax attributable to
shareholders 2,275 3,148 3,437 (28)% (34)%

Tax charge attributable to shareholders'
returns (354) (569) (621) 38% 43%

Profit for the year attributable to
shareholders 1,921 2,579 2,816 (26)% (32)%

2016 2015 %

CER 2016 vs
2015 AER

2016 vs
2015 CER

Basic earnings per share (in pence) B6 note (vi) note (vi) note (vi)
Based on operating profit based on
longer-term investment returns 131.3p 124.6p 136.0p 5% (3)%

Based on profit for the year 75.0p 101.0p 110.1p (26)% (32)%
      *  To facilitate future comparisons of operating profit based on longer-term investment returns that reflect the
Group's retained operations, the results attributable to the held for sale Korea life business are included separately
within the supplementary analysis of profit above.
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           Notes
            (i)      The Group's UK insurance operations transferred its general insurance business to Churchill in 2002.
General insurance commission represents the commission receivable net of expenses for Prudential-branded general
insurance products as part of this arrangement, which terminated at the end of 2016.
            (ii)     Corporate expenditure as shown above is for Group Head Office and Asia Regional Head Office.
           (iii)      Restructuring costs are incurred in the UK and Asia and represent one-off business development
expenses.
            (iv)      Amortisation of acquisition accounting adjustments principally relate to the acquired REALIC business
of Jackson.
           (v)      On 5 February 2015, the Group completed the sale of its closed book life insurance business in Japan.
           (vi)     For definitions of AER and CER refer to note A1.

             B1.2   Short-term fluctuations in investment returns on shareholder-backed business

2016 £m 2015* £m
Insurance
operations:
Asianote (i) (225) (137)
USnote (ii) (1,455) (424)
UKnote (iii) 198 (120)
Other
operationsnote
(iv)

(196) (74)

Total (1,678) (755)
   * To facilitate comparisons of operating profit based on longer-term investment returns that reflect the Group's
retained operations, the short-term fluctuations in investment returns attributable to the held for sale Korea life
business are included separately within the supplementary analysis of profit.
Notes
           (i)      Asia insurance operations
         In Asia, the short-term fluctuations of negative £(225) million (2015: negative £(137) million) principally reflect
the impact of changes in interest rates across the region on bonds and, equity market falls in China.
           (ii)     US insurance operations
                     The short-term fluctuations in investment returns for US insurance operations are reported net of related
credit for amortisation of deferred acquisition costs, of £565 million as shown in note C5(b) (2015: £93 million) and
comprise amounts in respect of the following items:

2016 £m 2015 £m
Net equity
hedge
resultnote (a)

(1,587) (504)

Other than
equity-related
derivativesnote
(b)

(126) 29

Debt
securities note
(c)

201 1

Equity-type
investments:

35 19
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actual less
longer-term
return
Other items 22 31
Total (1,455) (424)

Notes
(a)  Net equity hedge result
The purpose of the inclusion of this item in short-term fluctuations in investment returns is to segregate the amount
included in pre-tax profit that relates to the accounting effect of market movements on both the measured value of
guarantees in Jackson's variable annuity and fixed index annuity products and on the related derivatives used to
manage the exposures inherent in these guarantees. As the Group applies US GAAP for the measured value of the
product guarantees this item also includes asymmetric impacts where the measurement bases of the liabilities and
associated derivatives used to manage the Jackson annuity business differ as described below.
The result comprises the net effect of:
        1   The accounting value movements on the variable and fixed index annuity guarantee liabilities. This includes:
              -    The Guaranteed Minimum Death Benefit (GMDB), and the 'for life' portion of Guaranteed Minimum
Withdrawal Benefit (GMWB) guarantees which are measured under the US GAAP basis applied for IFRS in a way
that is substantially insensitive to the effect of current period equity market and interest rate changes; and
              -    The 'not for life' portion of GMWB embedded derivative liabilities which are required to be measured
under IAS 39 using a basis under which the projected future growth rate of the account balance is based on current
swap rates (rather than expected rates of return) with only a portion of the expected future guarantee fees included.
Reserve value movements on these liabilities are sensitive to changes to levels of equity markets, implied volatility
and interest rates.
        2   Adjustments in respect of fee assessments and claim payments;
        3   Fair value movements on free-standing equity derivatives held to manage equity exposures of the variable
annuity guarantees and fixed index annuity embedded options.
        4   Related changes to DAC amortisation in accordance with the policy that DAC is amortised in line with
emergence of margins.
The net equity hedge result therefore includes significant accounting mismatches and other factors that detract from
the presentation of an economic result. These other factors include: 
             -    The variable annuity guarantees and fixed index annuity embedded options being only partially fair valued
under 'grandfathered' US GAAP;
             -    The interest rate exposure being managed through the other than equity-related derivative programme
explained in note (b) below; and
             -    Jackson's management of its economic exposures for a number of other factors that are treated differently
in the accounting frameworks such as future fees and assumed volatility levels.
(b)  Other than equity-related derivatives
The fluctuations for this item comprise the net effect of:
             -    Fair value movements on free-standing, other than equity-related derivatives;
             -    Accounting effects of the Guaranteed Minimum Income Benefit (GMIB) reinsurance; and
             -    Related amortisation of DAC.

The free-standing, other than equity-related derivatives, are held to manage interest rate exposures and durations
within the general account and the variable annuity guarantees and fixed index annuity embedded options described in
note (a) above.
The direct GMIB liability is valued using the US GAAP measurement basis applied for IFRS reporting in a way that
substantially does not recognise the effects of market movements. Reinsurance arrangements are in place so as to
essentially fully insulate Jackson from the GMIB exposure. Notwithstanding that the liability is essentially fully
reinsured, as the reinsurance asset is net settled, it is deemed a derivative under IAS 39 which requires fair valuation.
The fluctuations for this item therefore include significant accounting mismatches caused by: 
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              -    The fair value movements booked in the income statement on the derivative programme being in respect
of the management of  interest rate exposures of the variable and fixed index annuity business, as well as the fixed
annuity business guarantees and durations within the general account; 
              -    Fair value movements on Jackson's debt securities of the general account which are recorded in other
comprehensive income rather than the income statement; and
              -    The mixed measurement model that applies for the GMIB and its reinsurance.
(c)  Short-term fluctuations related to debt securities

2016 £m2015 £m
Short-term fluctuations relating to debt securities
(Charges) credits in the year:
Losses on sales of impaired and deteriorating bonds (94) (54)
Defaults (4) -
Bond write-downs (35) (37)
Recoveries / reversals 15 18
Total (charges) credits in the year (118) (73)
Less: Risk margin allowance deducted from operating profit based on longer-term investment
returnsnote 89 83

(29) 10
Interest-related realised gains:
Arising in the year 376 102
Less: Amortisation of gains and losses arising in current and prior years to operating profit based on
longer-term investment returns (135) (108)

241 (6)
Related amortisation of deferred acquisition costs (11) (3)
Total short-term fluctuations related to debt securities 201 1

          Note
            The debt securities of Jackson are held in the general account of the business. Realised gains and losses are
recorded in the income statement with normalised returns included in operating profit with variations from year to
year included in the short-term fluctuations category. The risk margin reserve charge for longer-term credit-related
losses included in operating profit based on longer-term investment returns of Jackson for 2016 is based on an average
annual risk margin reserve of 21 basis points (2015: 23 basis points) on average book values of US$56.4 billion
(2015: US$54.6 billion) as shown below:

2016 2015
Moody's rating category
(or equivalent under
NAIC ratings of mortgage-backed securities)

 Average
 book
 value

RMR
Annual
expected
loss

 Average
 book
 value

RMR
Annual
expected
loss

US$m % US$m £m US$m % US$m £m

A3 or higher 29,051 0.12 (36) (27) 28,185 0.13 (37) (24)
Baa1, 2 or 3 25,964 0.24 (62) (46) 24,768 0.25 (62) (40)
Ba1, 2 or 3 1,051 1.07 (11) (8) 1,257 1.17 (15) (10)
B1, 2 or 3 312 2.95 (9) (7) 388 3.08 (12) (8)
Below B3 40 3.81 (2) (1) 35 3.70 (1) (1)
Total 56,418 0.21 (120) (89) 54,633 0.23 (127) (83)

Related amortisation of deferred acquisition costs (see below) 23 17 24 16
Risk margin reserve charge to operating profit for longer-term
credit related losses (97) (72) (103) (67)
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Consistent with the basis of measurement of insurance assets and liabilities for Jackson's IFRS results, the charges and
credits to operating profits based on longer-term investment returns are partially offset by related amortisation of
deferred acquisition costs.
In addition to the accounting for realised gains and losses described above for Jackson general account debt securities,
included within the statement of other comprehensive income is a pre-tax credit for unrealised losses on debt
securities classified as available-for-sale net of related change in amortisation of deferred acquisition costs of £48
million (2015: charge for net unrealised losses £(968) million). Temporary market value movements do not reflect
defaults or impairments. Additional details of the movement in the value of the Jackson portfolio are included in note
C3.2(b).
            (iii)      UK insurance operations
The positive short-term fluctuations in investment returns for UK insurance operations of £198 million (2015:
negative £(120) million) mainly reflects gains on bonds backing the capital of the shareholder-backed annuity
business following the fall in 15-year gilt yields over 2016.
            (iv)    Other
The negative short-term fluctuations in investment returns for other operations of £(196) million (2015: negative £(74)
million) include unrealised value movements on financial instruments driven by the fall in interest rates.
             (v)     Default losses
The Group incurred default losses of £(4) million on its shareholder-backed debt securities for 2016 wholly in respect
of Jackson's portfolio (2015: £nil).

              B1.3   Determining operating segments and performance measure of operating segments
              Operating segments
                The Group's operating segments, determined in accordance with IFRS 8 'Operating Segments', are as
follows:

Insurance operations: Asset management operations:
-    Asia -    Eastspring Investments
-    US (Jackson) -    US broker-dealer and asset management
-    UK -    M&G

-    Prudential Capital

The Group's operating segments are also its reportable segments for the purposes of internal management reporting.
Performance measure
The performance measure of operating segments utilised by the Company is IFRS operating profit attributable to
shareholders based on longer-term investment returns, as described below. This measurement basis distinguishes
operating profit based on long-term investment returns from other constituents of the total profit as follows:
        -    Short-term fluctuations in investment returns on shareholder-backed business. This includes the impact of
short-term market effects on the carrying value of Jackson's guarantee liabilities and related derivatives as explained
below.
        -    Amortisation of acquisition accounting adjustments arising on the purchase of business. This comprises
principally the charge for the adjustments arising on the purchase of REALIC in 2012;
        -    Loss attaching to the held for sale Korea life business. See note D1 for further details;
        -    The recycling of the cumulative exchange translation loss on the sold Japan life business from other
comprehensive income to the income statement in 2015.
Segment results that are reported to the Group Executive Committee include items directly attributable to a segment as
well as those that can be allocated on a reasonable basis. Unallocated items are mainly in relation to the Group Head
Office and the Asia Regional Head Office.
Determination of operating profit based on longer-term investment returns for investment and liability movements:
           (a)    General principles
             (i)      UK style with-profits business
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The operating profit based on longer-term returns reflects the statutory transfer gross of attributable tax. Value
movements in the underlying assets of the with-profits funds do not affect directly the determination of operating
profit.
              (ii)      Unit-linked business
The policyholder unit liabilities are directly reflective of the underlying asset value movements. Accordingly, the
operating results based on longer-term investment returns reflect the current period value movements in both the unit
liabilities and the backing assets.
               (iii)     US variable annuity and fixed index annuity business
This business has guarantee liabilities which are measured on a combination of fair value and other US GAAP derived
principles. These liabilities are subject to an extensive derivative programme to manage equity and, with those of the
general account, interest rate exposures. The principles for determination of the operating profit and short-term
fluctuations are necessarily bespoke, as discussed in section (c) below.
              (iv)     Business where policyholder liabilities are sensitive to market conditions
Under IFRS, the degree to which the carrying values of liabilities to policyholders are sensitive to current market
conditions varies between territories depending upon the nature of the 'grandfathered' measurement basis. In general,
in those instances where the liabilities are particularly sensitive to routine changes in market conditions, the
accounting basis is such that the impact of market movements on the assets and liabilities is broadly equivalent in the
income statement, and operating profit based on longer-term investments returns is not distorted. In these
circumstances, there is no need for the movement in the liability to be bifurcated between the elements that relate to
longer-term market conditions and short-term effects.
However, some types of business movements in liabilities do require bifurcation to ensure that at the net level (ie after
allocated investment return and charge for policyholder benefits) the operating result reflects longer-term market
returns.
Examples of where such bifurcation is necessary are in Hong Kong and for UK shareholder-backed annuity business,
as explained in sections b(i) and d(i), respectively.
             (v)     Other shareholder-financed business
The measurement of operating profit based on longer-term investment returns reflects the particular features of
long-term insurance business where assets and liabilities are held for the long-term and for which the accounting basis
for insurance liabilities under current IFRS is not generally conducive to demonstrating trends in underlying
performance of life businesses exclusive of the effects of short-term fluctuations in market conditions. In determining
the profit on this basis, the following key elements are applied to the results of the Group's shareholder-financed
operations.
Except in the case of assets backing liabilities which are directly matched (such as unit-linked business) or closely
correlated with value movements (as discussed below) operating profit based on longer-term investment returns for
shareholder-financed business is determined on the basis of expected longer-term investment returns.
            Debt, equity-type securities and loans
Longer-term investment returns comprise actual income receivable for the period (interest/dividend income) and for
both debt and equity-type securities longer-term capital returns.
In principle, for debt securities and loans, the longer-term capital returns comprise two elements:
            -    Risk margin reserve based charge for the expected level of defaults for the period, which is determined by
reference to the credit quality of the portfolio. The difference between impairment losses in the reporting period and
the risk margin reserve charge to the operating result is reflected in short-term fluctuations in investment returns; and
            -    The amortisation of interest-related realised gains and losses to operating results based on longer-term
investment returns to the date when sold bonds would have otherwise matured.
At 31 December 2016, the level of unamortised interest-related realised gains and losses related to previously sold
bonds for the Group was a net gain of £969 million (2015: £567 million).
Equity-type securities
For equity-type securities, the longer-term rates of return are estimates of the long-term trend investment returns for
income and capital having regard to past performance, current trends and future expectations. Equity-type securities
held for shareholder-financed operations other than the UK annuity business, unit-linked and US variable annuity are
of significance for the US and Asia insurance operations. Different rates apply to different categories of equity-type
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securities.
Derivative value movements
Generally, derivative value movements are excluded from operating results based on longer-term investment returns
(unless those derivative value movements broadly offset changes in the accounting value of other assets and liabilities
included in operating profit). The principal example of non-equity based derivatives (for example, interest rate swaps
and swaptions) whose value movements are excluded from operating profit arises in Jackson, as discussed below in
section (c).
           (b)    Asia insurance operations
             (i)      Business where policyholder liabilities are sensitive to market conditions
 For certain Asia non-participating business, for example in Hong Kong, the economic features are more akin to asset
management products with policyholder liabilities reflecting asset shares over the contract term. For these products,
the charge for policyholder benefits in the operating results should reflect the asset share feature rather than volatile
movements that would otherwise be reflected if the local regulatory basis (also applied for IFRS basis) was used.
For certain other types of non-participating business, longer-term interest rates are used to determine the movement in
policyholder liabilities for determining operating results.
             (ii)     Other Asia shareholder-financed business
Debt securities
For this business, the realised gains and losses are principally interest related. Accordingly, all realised gains and
losses to date for these operations are being amortised over the period to the date those securities would otherwise
have matured, with no explicit risk margin reserve charge.
Equity-type securities
For Asia insurance operations, investments in equity securities held for non-linked shareholder-backed operations
amounted to £1,405 million as at 31 December 2016 (2015: £840 million). The rates of return applied in 2016 ranged
from 3.2 per cent to 13.9 per cent (2015: 3.5 per cent to 13.0 per cent) with the rates applied varying by territory.
These rates are broadly stable from period to period but may be different between countries reflecting, for example,
differing expectations of inflation in each territory. The assumptions are for the returns expected to apply in
equilibrium conditions. The assumed rates of return do not reflect any cyclical variability in economic performance
and are not set by reference to prevailing asset valuations.
The longer-term investment returns for the Asia insurance joint ventures accounted for using the equity method are
determined on a similar basis as the other Asia insurance operations described above.
           (c)    US Insurance operations
            (i)      Separate account business
For such business the policyholder unit liabilities are directly reflective of the asset value movements. Accordingly,
the operating results based on longer-term investment returns reflect the current period value movements in unit
liabilities and the backing assets.
           (ii)     US variable and fixed index annuity business
The following value movements for Jackson's variable and fixed index annuity business are excluded from operating
profit based on longer-term investment returns. See note B1.2 note (ii):
       -    Fair value movements for equity-based derivatives;
        -    Fair value movements for embedded derivatives for the 'not for life' portion of GMWB and fixed index
annuity business, and GMIB reinsurance (see below);
        -    Movements in the accounts carrying value of GMDB and the 'for life' portion of GMWB and GMIB
liabilities, for which, under the 'grandfathered' US GAAP applied under IFRS for Jackson's insurance assets and
liabilities, the measurement basis gives rise to a muted impact of current period market movements;
        -    A portion of the fee assessments as well as claim payments, in respect of guarantee liabilities; and
        -    Related amortisation of deferred acquisition costs for each of the above items.
Embedded derivatives for variable annuity guarantee minimum income benefit
The GMIB liability, which is essentially fully reinsured, subject to a deductible and annual claim limits, is accounted
for in accordance with Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC)
Subtopic 944-80 Financial Services - Insurance - Separate Accounts (formerly SOP 03-1) under IFRS using       
'grandfathered' US GAAP. As the corresponding reinsurance asset is net settled, it is considered to be a derivative
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under IAS 39, 'Financial Instruments: Recognition and Measurement', and the asset is therefore recognised at fair
value. As the GMIB is economically reinsured, the mark-to-market element of the reinsurance asset is included as a
component of short-term fluctuations in investment returns.
            (iii)    Other derivative value movements
The principal example of non-equity based derivatives (for example, interest rate swaps and swaptions) whose value
movements are excluded from operating profit, arises in Jackson. Non-equity based derivatives are primarily held by
Jackson as part of a broadly-based hedging programme for features of Jackson's bond portfolio (for which value
movements are booked in the statement of comprehensive income rather than the income statement), product
liabilities (for which US GAAP accounting as 'grandfathered' under IFRS 4 does not fully reflect the economic
features being hedged), and the interest rate exposure attaching to equity-based embedded derivatives.
            (iv)    Other US shareholder-financed business
Debt securities
Jackson is the shareholder-backed operation for which the distinction between impairment losses and interest-related
realised gains and losses is in practice relevant to a significant extent. Jackson has used the ratings by Nationally
Recognised Statistical Ratings Organisations (NRSRO) or ratings resulting from the regulatory ratings detail issued by
the National Association of Insurance Commissioners (NAIC) developed by external third parties such as BlackRock
Solutions to determine the average annual risk margin reserve to apply to debt securities held to back general account
business. Debt securities held to back separate account and reinsurance funds withheld are not subject to risk margin
reserve charge. Further details of the risk margin reserve charge, as well as the amortisation of interest-related realised
gains and losses, for Jackson are shown in note B1.2.
Equity-type securities
As at 31 December 2016, the equity-type securities for US insurance non-separate account operations amounted to
£1,323 million (2015: £1,004 million). For these operations, the longer-term rates of return for income and capital
applied in the years indicated, which reflect the combination of the average risk-free rates over the year and
appropriate risk premiums are as follows:

2016 2015
Equity-type securities such as common and preferred stock and portfolio holdings in
mutual funds 5.5% to 6.5%5.7% to 6.4%

Other equity-type securities such as investments in limited partnerships and private equity
funds 7.5% to 8.5%7.7% to 8.4%

          (d)    UK Insurance operations
            (i)      Shareholder-backed annuity business
For this business, policyholder liabilities are determined by reference to current interest rates. The value movements
of the assets covering liabilities are closely correlated with the related change in liabilities. Accordingly, asset value
movements are recorded within the 'operating results based on longer-term investment returns'. Policyholder liabilities
include a margin for credit risk. Variations between actual and best estimate expected impairments are recorded as a
component of short-term fluctuations in investment returns.
The operating result based on longer-term investment returns reflects the impact of value movements on policyholder
liabilities for annuity business within the non-profit sub-fund of The Prudential Assurance Company (PAC) after
adjustments to allocate the following elements of the movement to the category of 'short-term fluctuations in
investment returns':
         -    The impact on credit risk provisioning of actual upgrades and downgrades during the period;
         -    Credit experience compared with assumptions; and
         -    Short-term value movements on assets backing the capital of the business.
Credit experience reflects the impact of defaults and other similar experience, such as asset exchanges arising from
debt restructuring by issuers that include effectively an element of permanent impairment of the security held. Positive
or negative experience compared with assumptions is included within short-term fluctuations in investment returns
without further adjustment. The effects of other changes to credit risk provisioning are included in the operating result,
as is the net effect of changes to the valuation rate of interest due to portfolio rebalancing to align more closely with
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management benchmark.
            (ii)     Non-linked shareholder-financed business
For debt securities backing non-linked shareholder-financed business of the UK insurance operations (other than the
annuity business) the realised gains and losses are principally interest related. Accordingly, all realised gains and
losses to date for these operations are being amortised over the period to the date those securities would otherwise
have matured, with no explicit risk margin reserve charge.
          (e)    Fund management and other non-insurance businesses
For these businesses, the particular features applicable for life assurance noted above do not apply. For these
businesses, it is inappropriate to include returns in the operating result on the basis described above. Instead, it is
appropriate to generally include realised gains and losses in the operating result with temporary unrealised gains and
losses being included in short-term fluctuations. In some instances, it may also be appropriate to amortise realised
gains and losses on derivatives and other financial instruments to operating results over a time period that reflects the
underlying economic substance of the arrangements.
               B2      Profit before tax - asset management operations

The profit included in the income statement in respect of asset management operations for the year is as follows:

2016 £m 2015 £m

M&G PrudentialCapital US Eastspring
Investments Total  Total

Revenue
(excluding
NPH
broker-dealer
fees)

1,188 62 235 391 1,876 1,964

NPH
broker-dealer
feesnote (i)

- - 550 - 550 522

Gross
revenue 1,188 62 785 391 2,426 2,486

Charges
(excluding
NPH
broker-dealer
fees)

(768) (91) (239) (304) (1,402) (1,497)

NPH
broker-dealer
feesnote (i)

- - (550) - (550) (522)

Gross charges(768) (91) (789) (304) (1,952) (2,019)
Share of
profit from
joint ventures
and
associates, net
of related tax

13 - - 54 67 55

Profit (loss)
before tax 433 (29) (4) 141 541 522

Comprising:
Operating
profit based
on

425 27 (4) 141 589 587
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longer-term
investment
returnsnote
(ii)
Short-term
fluctuations
in investment
returns

8 (56) - - (48) (65)

Profit (loss)
before tax 433 (29) (4) 141 541 522

            Notes
            (i)      The segment revenue of the Group's asset management operations includes:
             NPH broker-dealer fees which represent commissions received that are then paid on to the writing brokers on
sales of investment products. To reflect their commercial nature the amounts are also wholly reflected as charges
within the income statement. After allowing for these charges, there is no effect on profit from this item. The
presentation in the table above shows separately the amounts attributable to this item so that the underlying revenue
and charges can be seen.
             (ii)     M&G operating profit based on longer-term investment returns: 

2016 £m 2015 £m 
Asset management
fee income 900 934

Other income 23 5
Staff costs (332) (293)
Other costs (212) (240)
Underlying profit
before
performance-related
fees

379 406

Share of associate
results 13 14

Performance-related
fees 33 22

Total M&G
operating profit
based on longer-term
investment returns

425 442

The revenue for M&G of £956 million (2015: £961 million), comprising the amounts for asset management fee
income, other income and performance-related fees shown above, is different to the amount of £1,188 million shown
in the main table of this note. This is because the £956 million (2015: £961 million) is after deducting commissions
which would have been included as charges in the main table. The difference in the presentation of commission is
aligned with how management reviews the business.

               B3      Acquisition costs and other expenditure

2016 £m 2015 £m
Acquisition costs incurred for insurance policies (3,687) (3,275)
Acquisition costs deferred less amortisation of acquisition costs 923 431
Administration costs and other expenditure (5,522) (4,746)
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Movements in amounts attributable to external unit holders of consolidated investment funds (562) (618)
Total acquisition costs and other expenditure (8,848) (8,208)

               B4      Effect of changes and other accounting features on insurance assets and liabilities
The following features are of relevance to the determination of the 2016 results:
           (a)      Asia insurance operations
In 2016, the IFRS operating profit based on longer-term investment returns for Asia insurance operations included a
net credit of £67 million (2015: £62 million) representing a small number of non-recurring items, including a gain
resulting from entering into a reinsurance contract in the year.
(b)     UK insurance operations
 Annuity business
Allowance for credit risk
For IFRS reporting, the results for UK shareholder-backed annuity business are particularly sensitive to the
allowances made for credit risk. The allowance is reflected in the deduction from the valuation rate of interest for
discounting projected future annuity payments to policyholders that would have otherwise applied.  The credit risk
allowance comprises an amount for long-term best estimate defaults and additional provisions for credit risk premium,
the cost of downgrades and short-term defaults.
Prudential Retirement Income Limited (PRIL) was the principal company writing the UK's shareholder-backed
annuity business. In 2016, the business of PRIL was transferred into PAC following a Part VII transfer under the
Financial Services and Markets Act 2000.
The IFRS credit risk allowance made for the ex-PRIL UK shareholder-backed fixed and linked annuity business
equated to 43 basis points at 31 December 2016 (31 December 2015: 43 basis points). The allowance represented 26
per cent of the bond spread over swap rates (31 December 2015: 25 per cent).
The reserves for credit risk allowance at 31 December 2016 for the UK shareholder-backed business (both for
ex-PRIL and the legacy PAC shareholder annuity business) were £1.7 billion (31 December 2015: £1.6 billion).
Other assumption changes
For the shareholder-backed business, in addition to the movement in the credit risk allowance discussed above, the net
effect of routine changes to assumptions in 2016, was a credit of £16 million (2015: credit of £31 million).
Longevity reinsurance and other management actions
A number of management actions were taken in 2016 to improve the Solvency II position of the UK insurance
operations and further mitigate market risk, which have generated combined profits of £332 million. Similar actions
were also taken in 2015.
Of this amount £197 million related to profit from additional longevity reinsurance transactions covering £5.4 billion
of annuity liabilities on an IFRS basis, with the balance of £135 million reflecting the effect of repositioning the fixed
income portfolio and other actions.
The contribution to profit from similar longevity reinsurance transactions in 2015 was £231 million, covering £6.4
billion of annuity liabilities (on a Pillar 1 basis). Other asset-related management actions generated a further £169
million in 2015.
At 31 December 2016, longevity reinsurance covered £14.4 billion of IFRS annuity liabilities equivalent to 42 per
cent of total annuity liabilities.
Review of past annuity sales
Prudential has agreed with the Financial Conduct Authority (FCA) to review annuities sold without advice after 1 July
2008 to its contract-based defined contribution pension customers. The review will examine whether customers were
given sufficient information about their potential eligibility to purchase an enhanced annuity, either from Prudential or
another pension provider. The review is expected to commence in 2017 and last a period of three years. A provision of
£175 million has been established at 31 December 2016 to cover the costs of undertaking the review and any potential
redress. The ultimate amount that will be expended by the Group on the review remains uncertain. Although the
Group's professional indemnity insurance may mitigate the overall financial impact of this review, with potential
insurance recoveries of up to £175 million, no such recovery has been factored in the provision, in accordance with
the requirements of IAS 37 'Provisions, Contingent Liabilities and Contingent Assets'.
               B5      Tax charge
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           (a)      Total tax charge by nature of expense
           The total tax charge in the income statement is as follows:

2016 £m 2015 £m

Tax charge Current
 tax

Deferred
 tax Total Total

UK tax (438) (326) (764) (149)
Overseas tax (939) 412 (527) (593)
Total tax (charge) credit (1,377) 86 (1,291) (742)

The current tax charge of £1,377 million (2015: £734 million) includes £53 million (2015: £35 million) in respect of
the tax charge for the Hong Kong operation. The Hong Kong current tax charge is calculated as 16.5 per cent for all
periods on either (i) 5 per cent of the net insurance premium or (ii) the estimated assessable profits, depending on the
nature of the business written.
The total tax charge comprises tax attributable to policyholders and unallocated surplus of with-profits funds,
unit-linked policies and shareholders as shown below:

2016 £m 2015 £m

Tax charge Current
 tax

Deferred
tax Total Total

Tax (charge) to policyholders' returns (421) (516) (937) (173)
Tax (charge) credit attributable to shareholders (956) 602 (354) (569)
Total tax (charge) credit (1,377) 86 (1,291) (742)

The principal reason for the increase in the tax charge attributable to policyholders' returns is an increase in realised
and unrealised gains on equity and bond investments in the with-profits fund of the main UK insurance business. The
principal reason for the decrease in the tax charge attributable to shareholders' returns is a deferred tax credit on
derivative fair value movements in the US insurance operations.

          (b)    Reconciliation of effective tax rate
In the reconciliation below, the expected tax rates reflect the corporate income tax rates that are expected to apply to
the taxable profit of the relevant business. Where there are profits of more than one jurisdiction the expected tax rates
reflect the corporation tax rates weighted by reference to the amount of profit contributing to the aggregate business
result. In the column 'Attributable to policyholders', the 100 per cent expected tax rate is the result of accounting for
policyholder income after the deduction of expenses and movement on unallocated surpluses and on an after tax basis,
the effect of which leaves the profit equal to the tax charge.

2016 £m
Asia
insurance
operations

US
insurance
operations

UK
insurance
operations

Other
operations

Attributable
to
shareholders

Attributable
 to
policyholders

Total

Operating profit based on longer-term
investment returns 1,503 2,052 828 (127) 4,256 n/a n/a

Non-operating (loss) profit (460) (1,523) 198 (196) (1,981) n/a n/a
Profit (loss) before tax 1,043 529 1,026 (323) 2,275 937 3,212
Expected tax rate 22% 35% 20% 19% 25% 100% 47%
Tax at the expected rate 229 185 205 (61) 558 937 1,495
Effects of recurring tax reconciliation
items:
Income not taxable or taxable at
concessionary rates (28) (18) (12) (9) (67) (67)
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Deductions not allowable for tax
purposes 19 8 7 26 60 60

Items related to taxation of life
insurance businesses (20) (159) (1) - (180) (180)

Deferred tax adjustments (11) - 2 (14) (23) (23)
Effect of results of joint ventures and
associates (29) - - (17) (46) (46)

Irrecoverable withholding taxes - - - 36 36 36
Other - - 1 (6) (5) (5)
Total (69) (169) (3) 16 (225) - (225)

Effects of non-recurring tax
reconciliation items:
Adjustments to tax charge in relation
to prior years 1 (81) (7) 5 (82) (82)

Movements in provisions for open tax
matters 20 - - 31 51 51

Impact of changes in local statutory
tax rates - - (5) (1) (6) (6)

Write down of Korea life business 58 - - - 58 58
Total 79 (81) (12) 35 21 - 21

Total actual tax charge (credit) 239 (65) 190 (10) 354 937 1,291
Analysed into:

Tax on operating profit based on
longer-term investment returns 254 468 160 12 894 n/a n/a

Tax on non-operating profit (15) (533) 30 (22) (540) n/a n/a
Actual tax rate:
Operating profit based on longer-term
investment returns
Including non-recurring tax
reconciling items 17% 23% 19% (9)% 21% n/a n/a

Excluding non-recurring tax
reconciling items 16% 27% 21% 18% 22% n/a n/a

Total profit 23% (12)% 19% 3% 16% 100% 40%

 The 2016 expected and actual tax rates as shown include the impact of the re-measurement loss on the held for sale
Korea life business. The 2016 tax rates for Asia insurance and Group, excluding the impact of the held for sale Korea
life business are as follows:

Asia insurance Attributable to shareholders
Expected tax rate on total profit 22% 24%
Actual tax rate:
Operating profit based on longer-term investment returns 17% 21%
Total profit 19% 14%

The more significant reconciling items are explained below:

Asia insurance operations
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The £28 million reconciling item 'income not taxable or taxable at concessionary rates' primarily reflects income
taxable at rates lower than the expected rates in Malaysia and Singapore. It is lower than the 2015 adjustment of £42
million due to the absence of non-taxable gains on domestic securities in Taiwan.
The £20 million reconciling item 'items related to taxation of life insurance businesses' reflects where the basis of tax
is not the accounting profits, primarily in:
- Hong Kong where the taxable profit is based on the net insurance premiums; and
- Indonesia and Philippines where investment income is subject to withholding tax at source and no further
corporation tax.
There is no significant movement in the reconciling items from 2015. 
The £29 million reconciling item 'effect of results of the joint ventures and associates' arises from the accounting
requirement for inclusion in the profit before tax of Prudential's share of the profits after tax from the joint ventures
and associates, with no equivalent item included in Prudential's tax charge. The decrease reflects a lower profit from
joint ventures and associates in 2016.
The £58 million reconciling item 'write down of Korea life business' reflects the non-tax deductible write down of the
held for sale Korea life business.
US insurance operations
The £159 million reconciling item 'items related to taxation of life insurance businesses reflects the impact of the
dividend received deduction on the taxation of profits from variable annuity business.
The £81 million non-recurring reconciling item 'adjustments to tax charge in relation to prior years' arose as a result of
the finalisation of the dividend received deduction in the 2015 tax return as compared to the estimate included in the
tax charge at 2015.
UK insurance operations
There are no significant reconciling items or significant movements from 2015.
Other operations
The £26 million reconciling item 'deductions not allowable for tax purposes' primarily relates to non-tax deductible
foreign exchange movements on debt instruments. 

2015 £m
Asia
insurance
operations

US
insurance
operations

UK
insurance
operations

Other
operations

Attributable
to
shareholders

Attributable
to
policyholders

Total

Operating profit (loss) based on
longer-term investment returns 1,171 1,691 1,195 (88) 3,969 n/a n/a

Non-operating loss (135) (492) (120) (74) (821) n/a n/a
Profit (loss) before tax 1,036 1,199 1,075 (162) 3,148 173 3,321
Expected tax rate 24% 35% 20% 20% 27% 100% 31%
Tax at the expected rate 249 420 215 (32) 852 173 1,025
Effects of recurring tax reconciliation
items:
Income not taxable or taxable at
concessionary rates (42) (10) (2) (9) (63) (63)

Deductions not allowable for tax
purposes 15 5 7 6 33 33

Items related to taxation of life
insurance businesses (20) (113) - - (133) (133)

Deferred tax adjustments 10 - - (11) (1) (1)
Effect of results of joint ventures and
associates (37) - - (13) (50) (50)

Irrecoverable withholding taxes - - - 28 28 28
Other (4) (1) 6 2 3 3
Total (78) (119) 11 3 (183) (183)
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Effects of non-recurring tax
reconciliation items:
Adjustments to tax charge in relation
to prior years 5 (65) (7) - (67) (67)

Movements in provisions for open tax
matters (6) - - (5) (11) (11)

Impact of changes in local statutory
tax rates (5) - (16) (1) (22) (22)

Total (6) (65) (23) (6) (100) (100)

Total actual tax charge (credit) 165 236 203 (35) 569 173 742
Analysed into:

Tax on operating profit based on
longer-term investment returns 170 408 227 (19) 786 n/a n/a

Tax on non-operating profit (5) (172) (24) (16) (217) n/a n/a
Actual tax rate:
Operating profit based on longer-term
investment returns
Including non-recurring tax
reconciling items 15% 24% 19% 22% 20% n/a n/a

Excluding non-recurring tax
reconciling items 15% 28% 21% 15% 22% n/a n/a

Total profit 16% 20% 19% 22% 18% 100% 22%

                B6      Earnings per share

2016

Before
 tax Tax    Net of tax

Basic
earnings
 per share

Diluted
 earnings
 per share

Note B1.1  B5
£m £m £m Pence Pence 

Based on operating
profit based on
longer-term
investment returns

4,256 (894) 3,362 131.3p 131.2p

Short-term
fluctuations in
investment returns
on
shareholder-backed
business

B1.2 (1,678) 519 (1,159) (45.3)p (45.2)p

Loss attaching to
held for sale Korea
life business

D1 (227) (4) (231) (9.0)p (9.0)p

Amortisation of
acquisition
accounting
adjustments

(76) 25 (51) (2.0)p (2.0)p

Edgar Filing: PRUDENTIAL PLC - Form 6-K

26



Based on profit for
the year 2,275 (354) 1,921 75.0p 75.0p

2015*

Before
 tax Tax    Net of tax

Basic
earnings
 per share

Diluted
 earnings
 per share

Note B1.1  B5
£m £m £m Pence Pence 

Based on operating
profit based on
longer-term
investment returns

3,969 (786) 3,183 124.6p 124.5p

Short-term
fluctuations in
investment returns
on
shareholder-backed
business

B1.2 (755) 206 (549) (21.5)p (21.5)p

Profit attaching to
held for sale Korea
life business

D1 56 (14) 42 1.7p 1.7p

Cumulative
exchange loss on
the sold Japan life
business recycled
from other
comprehensive
income

(46) - (46) (1.8)p (1.8)p

Amortisation of
acquisition
accounting
adjustments

(76) 25 (51) (2.0)p (2.0)p

Based on profit for
the year 3,148 (569) 2,579 101.0p 100.9p

  * To facilitate comparisons of operating profit based on longer-term investment returns that reflect the Group's
retained operations, the results attributable to the held for sale Korea life business are included separately within the
supplementary analysis of profit above.

Earnings per share are calculated based on earnings attributable to ordinary shareholders, after related tax and
non-controlling interests.

The weighted average number of shares for calculating earnings per share, which excludes those held in employee
share trusts and consolidated unit trusts and OEICs, is set out as below:

2016 2015
Weighted average number of shares for calculation of: (millions) (millions)
Basic earnings per share 2,560 2,553
Shares under option at end of year 7 9
Number of shares that would have been issued at fair value on assumed option price (5) (6)
Diluted earnings per share 2,562 2,556
               B7      Dividends
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2016 2015
Pence per share £m Pence per share £m

Dividends relating to reporting year:
First interim ordinary dividend 12.93p 333 12.31p 315
Second interim ordinary dividend 30.57p 789 26.47p 681
Special dividend - - 10.00p 257
Total 43.50p 1,122 48.78p 1,253
Dividends paid in reporting year:
Current year first interim ordinary dividend 12.93p 332 12.31p 315
Second interim ordinary dividend/final ordinary dividend for prior year 26.47p 679 25.74p 659
Special dividend 10.00p 256 - -
Total 49.40p 1,267 38.05p 974

Dividend per share
For the year ended 31 December 2015 the second interim ordinary dividend of 26.47 pence per ordinary share and the
special dividend of 10.00 pence per ordinary share were paid to eligible shareholders on 20 May 2016. The 2016 first
interim ordinary dividend of 12.93 pence per ordinary share was paid to eligible shareholders on 29 September 2016.
The second interim ordinary dividend for the year ended 31 December 2016 of 30.57 pence per share will be paid on
19 May 2017 in sterling to shareholders on the principal register and the Irish branch register at 6.00pm BST on 31
March 2017 (Record Date), and in Hong Kong dollars to shareholders on the Hong Kong branch register at 4.30pm
Hong Kong time on the Record Date (HK Shareholders). Holders of US American Depositary Receipts (US
Shareholders) will be paid their dividends in US dollars on or about 26 May 2017. The second interim ordinary
dividend will be paid on or about 26 May 2017 in Singapore dollars to shareholders with shares standing to the credit
of their securities accounts with The Central Depository (Pte.) Limited (CDP) at 5.00pm Singapore time on the
Record Date (SG Shareholders). The dividend payable to the HK Shareholders will be translated using the exchange
rate quoted by the WM Company at the close of business on 13 March 2017. The exchange rate at which the dividend
payable to the SG Shareholders will be translated into Singapore dollars, will be determined by CDP.
Shareholders on the principal register and Irish branch register will be able to participate in a Dividend Reinvestment
Plan.
               C       BALANCE SHEET NOTES
              C1       Analysis of Group statement of financial position by segment
              (a)       Position as at 31 December 2016

2016 £m 2015 £m

Insurance operations Asset management

Unallo-
cated
to a segment
(central
opera-
tions)

Elimin-
ation 
of
intra- 
group
debtors
 and 
creditors

Group
 Total

Group
Total

Note Asia US UK M&G Prudential
Capital US Eastspring

Investments
By operating
segment C2.1 C2.2 C2.3

Assets
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Goodwill C5(a) 245 - 153 1,153 - 16 61 - -  1,628 1,648

Deferred
acquisition
costs and other
intangible
assets

C5(b) 2,316 8,323 107 8 - 4 3 46 -  10,8078,472

Property, plant
and equipment 121 237 343 5 - 10 3 24 -  743  1,197

Reinsurers'
share of
insurance
contract
liabilities

1,539 7,224 2,590 - - - - - (1,302)10,0517,903

Deferred tax
assets C8 98 3,861 146 23 8 118 9 52 -  4,315 2,819

Current tax
recoverable 29 95 283 25 2 6 - - -  440  477

Accrued
investment
income

521 549 1,915 6 20 79 28 35 -  3,153 2,751

Other debtors 2,633 295 2,447 880 788 293 53 5,620 (9,990)3,019 1,955

Investment
properties 5 6 14,635 - - - - - -  14,64613,422

Investment in
joint ventures
and associates
accounted for
using the equity
method

688 - 409 39 - - 137 - -  1,273 1,034

Loans C3.3 1,303 9,735 3,572 - 563 - - - -  15,17312,958

Equity
securities and
portfolio
holdings in unit
trusts

23,581 120,747 54,037 140 - - 18 29 -  198,552157,453

Debt securities C3.2 36,546 40,745 90,796 - 2,359 - - 12 -  170,458147,671

Derivative
assets 47 834 2,927 - 124 - - 4 -  3,936 2,958

Other
investments - 987 4,449 24 - 5 - - -  5,465 4,395

Deposits 1,379 - 10,705 - - 49 46 6 -  12,18512,088

Assets held for
sale D1 3,863 - 726 - - - - - -  4,589 2

Cash and cash
equivalents 1,995 1,054 4,703 354 1,451 81 162 265 -  10,0657,782

Total assets C1 76,909 194,692 194,943 2,657 5,315 661 520 6,093 386,985
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(11,292)470,498

Total equity 4,993 5,204 5,999 1,820 22 204 383 (3,958) -  14,66712,956

Liabilities

Insurance
contract
liabilities

C4.1 54,417 174,328 88,993 - - - - - (1,302)316,436260,753

Investment
contract
liabilities with
discretionary
participation
features

C4.1 347 - 52,490 - - - - - -  52,83742,959

Investment
contract
liabilities
without
discretionary
participation
features

C4.1 254 3,298 16,171 - - - - - -  19,72318,806

Unallocated
surplus of
with-profits
funds

C4.1 2,667 - 11,650 - - - - - -  14,31713,096

Core structural
borrowings of
shareholder-financed
operations

- 202 - - 275 - - 6,321 -  6,798 5,011

Operational
borrowings
attributable to
shareholder-financed
operations

19 480 167 - - - - 1,651 -  2,317 1,960

Borrowings
attributable to
with-profits
operations

4 - 1,345 - - - - - -  1,349 1,332

Obligations
under funding,
securities
lending and
sale and
repurchase
agreements

- 3,534 1,497 - - - - - -  5,031 3,765

Net asset value
attributable to
unit holders of

3,093 - 5,594 - - - - - -  8,687 7,873
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consolidated
unit trusts and
similar funds
Deferred tax
liabilities C8 935 2,831 1,577 15 - 1 - 11 -  5,370 4,010

Current tax
liabilities 113 - 447 64 7 - 12 6 -  649  325

Accruals
deferred
income and
other liabilities

5,887 4,749 6,176 553 4,396 455 53 1,546 (9,990)13,82510,416

Provisions 157 2 442 205 - 1 72 68 -  947  604
Derivative
liabilities 265 64 1,860 - 615 - - 448 -  3,252 3,119

Liabilities held
for sale D1 3,758 - 535 - - - - - -  4,293 -

Total liabilities C1 71,916 189,488 188,944 837 5,293 457 137 10,051 (11,292)455,831374,029

Total equity
and liabilities 76,909 194,692 194,943 2,657 5,315 661 520 6,093 (11,292)470,498386,985

                C2      Analysis of segment statement of financial position by business type
                C2.1   Asia insurance operations

31 Dec 2016 £m 31 Dec
2015 £m

With-profits
business

Unit-linked
assets and
liabilities

Other
business Total Total

Note
Assets
Goodwill - - 245 245 233
Deferred acquisition
costs and other
intangible assets

28 - 2,288 2,316 2,145

Property, plant and
equipment 89 - 32 121 73

Reinsurers' share of
insurance contract
liabilities

43 - 1,496 1,539 797

Deferred tax assets - - 98 98 66
Current tax
recoverable - 2 27 29 34

Accrued investment
income 238 49 234 521 505

Other debtors 1,960 147 526 2,633 2,212
Investment properties - - 5 5 5
Investment in joint
ventures and
associates accounted
for using the equity

- - 688 688 475
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method
Loans C3.3 690 - 613 1,303 1,084
Equity securities and
portfolio holdings in
unit trusts

10,737 11,439 1,405 23,581 18,532

Debt securities C3.2 21,861 3,321 11,364 36,546 28,292
Derivative assets 27 - 20 47 57
Deposits 319 403 657 1,379 773
Assets held for sale D1 - 2,877 986 3,863 -
Cash and cash
equivalents 816 222 957 1,995 2,064

Total assets 36,808 18,460 21,641 76,909 57,347
Total equity - - 4,993 4,993 3,957
Liabilities
Insurance contract
liabilities 28,221 14,035 12,161 54,417 42,084

Investment contract
liabilities with
discretionary
participation features

C4.1 347 - - 347 251

Investment contract
liabilities without
discretionary
participation features

C4.1 - 254 - 254 181

Unallocated surplus
of with-profits funds 2,667 - - 2,667 2,553

Operational
borrowings
attributable to
shareholder-financed
operations

- 12 7 19 -

Borrowings
attributable to
with-profits
operations

4 - - 4 -

Net asset value
attributable to unit
holders of
consolidated unit
trusts and similar
funds

1,770 1,144 179 3,093 2,802

Deferred tax
liabilities 639 25 271 935 734

Current tax liabilities 35 - 78 113 50
Accruals, deferred
income and other
liabilities

2,837 108 2,942 5,887 4,476

Provisions 65 - 92 157 119
Derivative liabilities 223 5 37 265 140
Liabilities held for
sale D1 - 2,877 881 3,758 -
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Total liabilities 36,808 18,460 16,648 71,916 53,390
Total equity and
liabilities 36,808 18,460 21,641 76,909 57,347

        Note
 The statement of financial position for with-profits business comprises the with-profits assets and liabilities of the
Hong Kong, Malaysia and Singapore operations. Assets and liabilities of other participating business are included in
the column for 'Other business'.
               C2.2   US insurance operations

31 Dec 2016 £m 31 Dec
2015 £m

Variable annuity
 separate account 
 assets and 
 liabilities 

Fixed annuity,
GIC and other
business

Total Total

Note
Assets
Deferred acquisition
costs and other
intangible assets

- 8,323 8,323 6,168

Property, plant and
equipment - 237 237 192

Reinsurers' share of
insurance contract
liabilities

- 7,224 7,224 6,211

Deferred tax assets - 3,861 3,861 2,448
Current tax
recoverable - 95 95 307

Accrued investment
income - 549 549 473

Other debtors - 295 295 22
Investment properties - 6 6 5
Loans C3.3 - 9,735 9,735 7,418
Equity securities and
portfolio holdings in
unit trusts

120,411 336 120,747 91,216

Debt securities C3.2 - 40,745 40,745 34,071
Derivative assets - 834 834 905
Other investments - 987 987 810
Cash and cash
equivalents - 1,054 1,054 1,405

Total assets 120,411 74,281 194,692 151,651
Total equity - 5,204 5,204 4,154
Liabilities
Insurance contract
liabilities 120,411 53,917 174,328 136,129

Investment contract
liabilities without
discretionary
participation features

C4.1 - 3,298 3,298 2,784
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Core structural
borrowings of
shareholder-financed
operations

- 202 202 169

Operational
borrowings
attributable to
shareholder-financed
operations

- 480 480 66

Obligations under
funding, securities
lending and sale and
repurchase
agreements

- 3,534 3,534 1,914

Net asset value
attributable to unit
holders of
consolidated unit
trusts and similar
funds

- - - 22

Deferred tax
liabilities - 2,831 2,831 2,086

Current tax liabilities - - - 3
Accruals, deferred
income and other
liabilities

- 4,749 4,749 4,069

Provisions - 2 2 6
Derivative liabilities - 64 64 249
Total liabilities 120,411 69,077 189,488 147,497
Total equity and
liabilities 120,411 74,281 194,692 151,651

                 C2.3   UK insurance operations

31 Dec 2016 £m 31 Dec
2015 £m

Other funds and subsidiaries

With-profits sub-funds
Unit-linked
 assets and
liabilities

Annuity
 and
other
 long-term
business

Total  Total  Total 

By operating segmentNote note (i)
Assets
Goodwill 153 - - - 153 185
Deferred acquisition
costs and other
intangible assets

25 - 82 82 107 91

Property, plant and
equipment 325 - 18 18 343 798

1,352 134 1,104 1,238 2,590 2,156
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Reinsurers' share of
insurance contract
liabilities
Deferred tax assets 82 - 64 64 146 132
Current tax
recoverable 1 - 282 282 283 135

Accrued investment
income 1,227 101 587 688 1,915 1,622

Other debtors 1,436 322 689 1,011 2,447 2,498
Investment properties 12,391 661 1,583 2,244 14,635 13,412
Investment in joint
ventures and
associates accounted
for using the equity
method

409 - - - 409 434

Loans C3.3 1,892 - 1,680 1,680 3,572 3,571
Equity securities and
portfolio holdings in
unit trusts

38,803 15,183 51 15,234 54,037 47,593

Debt securities C3.2 48,936 6,277 35,583 41,860 90,796 83,101
Derivative assets 2,388 14 525 539 2,927 1,930
Other investments 4,443 5 1 6 4,449 3,556
Deposits 8,464 1,009 1,232 2,241 10,705 11,226
Assets held for
salenote (ii) 726 - - - 726 2

Cash and cash
equivalents 3,209 694 800 1,494 4,703 2,880

Total assets 126,262 24,400 44,281 68,681 194,943 175,322
Total equity - - 5,999 5,999 5,999 5,140
Liabilities 
Insurance contract
liabilities C4.1 49,001 6,029 33,963 39,992 88,993 83,801

Investment contract
liabilities with
discretionary
participation features

C4.1 52,477 - 13 13 52,490 42,708

Investment contract
liabilities without
discretionary
participation features

C4.1 18 16,090 63 16,153 16,171 15,841

Unallocated surplus
of with-profits funds C4.1 11,650 - - - 11,650 10,543

Operational
borrowings
attributable to
shareholder-financed
operations

- 4 163 167 167 179

Borrowings
attributable to
with-profits
operations

1,345 - - - 1,345 1,332
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Obligations under
funding, securities
lending and sale and
repurchase
agreements

757 - 740 740 1,497 1,651

Net asset value
attributable to unit
holders of
consolidated unit
trusts and similar
funds

3,513 2,066 15 2,081 5,594 5,049

Deferred tax
liabilities 1,279 - 298 298 1,577 1,162

Current tax liabilities 90 59 298 357 447 203
Accruals deferred
income and other
liabilities

4,649 129 1,398 1,527 6,176 5,430

Provisions 95 - 347 347 442 158
Derivative liabilities 853 23 984 1,007 1,860 2,125
Liabilities held for
salenote (ii) 535 - - - 535 -

Total liabilities 126,262 24,400 38,282 62,682 188,944 170,182
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